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of  Two  Shtlfings  the  Rupee. 


REYENUES    ANJ)    RECEIPTS. 


GROSS 
RECEIPTS. 


RtpAymentii. 
Allovance^  Befiuidfly 

DnwIiMki. 


NET  RECEIPTS, 

within  tlie  Year, 

after 

deducting 

R^Tmenta. 


CHARGES  IN  INDIA 


4. 

Chazgaa 

Collection. 

(Set  Acoomnt» 

No.  13.) 


AUoWanoea 

and  Atsignmenta 

under  Treatiea  and 

Engagementa. 

(See  Account, 

No.  24.) 


Lakd  Rbybnub,  &c  : 
Land  Revemie      .        .        •        • 

Tributes  and  Cuntribntioiis  from  Native  \ 
States / 

Total  Land  BeyeDu^  &o.    -    -  £• 
Forest 

Abkaree  (Ezcisa)  .... 

Income  Tax  -..-•. 
Customs       ...... 

Salt 

Opium 

Stamps         ...... 

Mint    -.-.... 

Post  Office 

Teleo^raph     -•-.-- 
Ditto    -        -        .        .    In  England 

Law  and  Justice   •        - 

Police  ...... 

Marine         • 

Education     -••... 

Interest         •.•••• 

Miscellaneous 

Ditto    -        -        -        -    In  En^d 

Armj — MisceUaneous   -        •        .        . 
Ditto    -        •        -        .    In  England 

Public  Works — Miscellaneous 

Orakd  Total    -    -    -    £. 


£. 
19^186,449 

629,245 


£. 
107,278 


19,029,171 
620,245 


19,765^694 
811,S40 

2,119,789 

22,196,823 

22,127 

2,080,864 


5,845,910 

6,808,413 

1^08,773 

289,991 

496,489 

197,855 
22,117 

627,050 

188,169 

228,548 

66,658 

2$8,518 

276,310 
67,871 

717,489 
19,879 

538,189 


} 


107,278 
4,923 

4,674 

8,805 
78|863 

25,476 

5 

40,125 

35,808 

14,748 

296 

8,998 


} 


•8,197 

8 
8,631 


42,122,433 


421,830 


19,658,416 


806,417 


2,115,115 


22,079,948 

18,322 

1,952,001 


5,820,484 

6,803,408 

1,763,648 

289,991 

460,681 

219,472 
612,302 

187,878 
324,545 
66,658 
283,518 
245,964 

787,865 

534,508 


41,700,603 


£. 
1,832,022 


1,832,022 
206,638 

234,225 

1,188 
188,810 

317/^19 
1,077,330 
80,226 
181,146 
415,129 
286,086 


4,772,314 


1,712,003 


1,712,003 
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May  1866  to  31st  March  1867) ;  with  the  Charges  of  Collection  and  other  Payments  out  of 
Cent,  for  which  the  Gross  Receipts  were  collected,  converted  into  Sterling  Money,  at  the  Rate 


AGAINST  INC( 

>ME. 

CHARGES  IN  ENGLAND 
A'^'rAINST  INCOMB. 

10. 

11. 

18. 

6. 

Allowaneen  to 

District  and 

Tillage  Officers, 

Sua 

(See  Aceounty 

No.  14.) 

7. 

TOTAL 

CHARGES 

in 

INDIA 

against 
INCOME.  . 

8. 
Stores. 

9. 

Other 

Chftfges. 

TOTAL 

CHARGES 

against 

INCOME. 

NET 
RECEIPTS. 

Rate  per  Cent  for  which  the 

Grow  Receipt 

was  Colleeted  in  India. 

£• 

£. 

£. 

£. 

£. 

£. 

£. 

- 

.    - 

- 

- 

m                         m                        m 

- 

9-578 

— 

— 

— 

— 

— 

— 

— 

339,619 

8,883,644 

- 

33,167 

3,916,811 

15,741,605 

9-268 

■  ■ 

208,633 

• 

•               " 

208,638 

97,784 

67011 

Indnding  Cost 
of  Abkaree  Opium. 

Excluding  Cost 
of  Abkatee  Opium. 

••               • 

234,225 

- 

• 

234,225 

1,880,890 

11-049 

8-918 

4,359,669 

17,720,279 

- 

1,188 

•             • 

^ 

1,188 

17,134 

5-869 

188,810 

- 

188,810 

1,768,191 

9-297 

Including  Cost 
of  Salt  and  Opium. 

Excluding  Cost 
of  Salt  and  Opium. 

- 

317,519 

- 

- 

317,519 

5,002,915 

5-989 

8-969 

- 

1,077,330 

- 

•               • 

1,077,330 

5,726,078 

15*885 

1-508 

- 

80,226 

17,898 

- 

98,119 

1,665,529 

6-< 

39 

- 

131,146 

106,006 

- 

237,15& 

2,839 

98-817 

- 

415,129 

6,139 

46,874 

466,642 

/Excess  charge  1 
{          6fiH  / 

84-656 

- 

286,086 

154,977 

28,205 

469,268 

f  Excess  ekarge  1 

1    ^9,196} 

'223;487 

- 

- 

. 

612,802 

- 

- 

. 

187,873 

- 

- 

. 

224,545 

- 

- 

- 

66,658 

- 

- 

- 

988,513 

- 

- 

. 

S4(^84 

- 

- 

- 

- 

787,365 

- 

- 

- 

- 

-           - 

584,508 

330,619 

6,823,936 

S84^U 

H>7,746 

7^1^697 

84,484,906 
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FINANCE  AND  REVENUE  ACCOUNTS, 

1866-67. 


I.— District  Rcyennes  and  Charges pp.  12  to  22. 
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No.  12.— GENERAL  ABSTRACT  ACCJOUNTof  the  Receipts  under  the  Head  of  ^^  Tributes 
and  Contributions  from  Native  States/'  in  the  Year  ended  the  3 1st  March  1867. 


GoyERNMEHT  OF   InDIA-^G  EHSRAL  AND   POLITICAL. 


Tributes  from  die  undermentioned  States : 


Various  Petty  States    - 

Nizam's  Goyernment  on  account  of  Mahratta  Choute 

Contributions : 


Bhopal 

Various  Petty  States 


NORTH  WESTERN  PROVINCES: 
Jeypore       --------- 

Joudpore    --------- 

Odeypore    --------- 

Doongerpore        -        -- 

Banswarra  --------- 

Kotah 

Boondee 

Jhalwar       --------. 

Various  Petty  States    ------- 


Contributions : 
Odeypore 


PUNJAB: 


Tributes  from  tbe  undermentioned  States : 
Sokeith  -  .  -  -  . 
Mundee  -  -  -  -  - 
Kupoortbulla  -  -  -  - 
Chumba  -  -  -  -  - 
Various  Petty  States    -        -        - 


Peisbcush  and  Subsidy : 

Mysore  Govenmient 
Travancore  -  ditto 
Cochin         -  ditto 


MADRAS: 


BOMBAY    AND    SIND: 

Tributes  from  the  undermentioned  States : 

Subsidy  from  the  Cutdi  Government  -  .  . 
Kattywar  Tribute  -----. 
Various  Petty  States 


Contributions : 

Jagheerdarsy  Southern  Mahratta  Country,  &c 


Total  Tributes  and  CoNTBiBimoNS  from  Natite  States 


270. 


C4 


11,998 
10,811 


18,686 
27,956 


40,000 

21,300 
9,405 
2,739 
2,789 

42,472 
4,000 
8,000 

10^688 


4,975 


1,100 
9,560 
18,100 
1,001 
2^444 


224,584 
72,524 
18,000 


14,021 

60,186 

8,008 


4,108 


£. 


64,896 


146,21& 


27,205 


815^108 


76,818 


629^45 
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No.  13.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  of  Collection  on  tlie  Public 
Income  of  INDIA,  for  the  Year  ended  the  31st  March  1867. 


4.  CHARGES  OF  COLLECTION  of  the  LAND  REVENUE. 

Government  of  India — General  and  Political. 

Collectors  of  Rerenne ;  Salaries,  Establishment  and  Contingent  Charges 
Revenue  Survey  -.---.--..- 


Oude: 

Deputy  Commissioners ;  Salaries,  Establishment  and  Contingent  Charges 

Charges  on  Account  of*  Khas  Mehal  Collections 

Revenue  Survey  and  Settlement  Charcres     ------ 


Central  Provinces : 

Deputy  Commissioners;  Salaries,  Establishment  and  Contingent  Charges 
Revenue  Survey  and  Settlement  Charges      ----.- 


British  Burmah : 

Deputy  Commissioners ;  Salaries,  Establishment  and  Contingent  Charges 

Commission  and  Collection  of  Land  Tax      - 

Land  Settlement  Charges    -        -        -        -.- 


East  and  West  Berar : 

Second  Assistant  Resident  and  Deputy  Commissioners;    Salaries,  Establishment  audi 

Contingent  Charges         - ......J 

Revenue  Survey ;  Salaries,  Establishment  and  Contingent  Charges         -        .        . 

Eastern  Settlements : 

Collectors  of  Revenue  (Land  Office)  Establishment  and  Contingent  Charges  - 
Revenue  Survey  .--.-----... 


Bengal : 

Collectors  of  Revenue ;  Salaries,  Establishment  and  Contingent  Charges 
Charges  on  Account  of  Khas  Mehals    ------- 

Revenue  Survey  and  Settlement  Charges      -----. 

Law  Charges      ----------. 


North  Western  Provinces : 


Collectors  of  Revenue ;  Salaries,  Establishment  and  Contingent  Charges 
Charges  on  Account  of  Khas  Mehals   -.----. 
Revenue  Survey  and  Settlement  Charges      ------ 


Punjab: 

Deputy  Commissioners;  Salaries,  Establishment  and  Contingent  Charges 
Revenue  Survey  and  Settlement  Charges      ---... 


Madras : 

Collectors  of  Revenue;  Salaries,  Establishment  and  Contingent  Charges 

Revenue  Survey  and  Settlement  Charges 

£nam  Commission ;  Salaries,  Establisnment  and  Contingent  Charges     - 


Bombay  and  Sind : 

Collectors  of  Revenue  ;  Salaries,  Establishment  and  Contingent  Charges 
Revenue  Survey  and  Settlement  Charges 


7,605 
1,684 


61,676 
66,628 


66,865 
64,094 


31,469 

61,848 

607 


86,627 
11,801 


1,481 
1,803 


207,774 

10,667 

64,780 

4,876 


247,110 

307 

47,681 


147,910 
24,776 


286,674 

78,506 

6,254 


240,143 
86,876 


Total  Cbarobs  of  Collection  of  the  Land  Revenue    .    -    -    £. 

Carried  forward    -    -    -    £. 


9,089 


117,232 


121,369 


83,814 


46,928 


8,874 


278,086 


296,104 


172,685 


870,838 


384,618 


1,832,022 


1,832,022 
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No.  13.— General  Abstract  Account  of  Charges  of  Collection  on  Public  Income  of  India,  for  Year  ended 

31  li^roh  lSQ7^^e<mtintted. 


Brought  forward 


6.  FOREST — Charges  of  Collection. 
Government  of  India — General  and  Political  : 


Superintendents :  Establishment  and  Contingent  Charges 

Oude: 

Superintendents :  Establishment  and  Contingent  Charges 

Central  Provinces  : 
Superintendents :  Establishment  and  Contingent  Charges 

British  Burinah : 
Superintendents :  Establishments  and  Contingent  Charges 

East  and  West  Berar : 

Superintendents :  Establishment  and  Contingent  Charges 

Bengal : 

Superintendents :  Establishment  and  Contingent  Charges 

North-Westem  Provinces : 
Superintendents :  Establishment  and  Contingent  Charges 

Punjab : 
Superintendents :  Establishment  and  Contingent  Charges 

Madras : 

Superintendents:  Establishment  and  Contingent  Charges 

Bombay  and  Sind : 
Superintendents:  Establishment  and  Contingent  Charges 


ToTAii  Charges  of  Collection  of  the  Forest  Rbyekue 

6.  ABKAREE — Charges  of  Collection. 

Government  of  India — General  and  Poutical: 
Salaries,  Establishment  and  Contingencies     •--•-... 

Oude: 
Salaries  of  Superintendents:  Establishment  and  Contingencies,  including  Cost  of  Abkareel 


Opium 

Central  Provinces : 
Salaries  of  Superintendents:  Establishment  and  Contingencies 

British  Burmah  : 
Miscellaneous  Charges,  including  Cost  of  Abkaree  Opium     - 


Bengal : 
Establishment  and  Contingent  Charges,  including  Cost  of  Abkaree  Opium      ... 

North-Westem  Provinces : 
Salaries  of  Superintendents :  Establishment  and  Contingencies,  including  Cost  of  Abkareel 
Opium    --.---..----.-.J 

Punjab : 
Salaries  of  Superintendents :  Establishment  and  Contingencies 

Madras : 
Establishment  and  Contingent  Charges         .-.•...•. 

Bombay  and  Sind : 
Salaries  of  Superintendents:  Establishment  and  Contingencies,  including  Cost  of  Abkareel 
Opium - -J 


8,722 
5,967 

14,941 

28,688 

1,872 
10,622 

81,128 
26,871 


21,743 


64,744 


-     £. 


1,401 

6,769 

2,707 

8,986 

120,219 

84,628 

6,661 
19,667 

33,298 


270. 


Total  Charobs  of  Collection  of  the  Abkaree  Reybnue     -    -    .    £. 

Carried  forward     -    -    -    £. 

D 


£. 
1,882,022 


208,633 


234,225 


2,274,880 
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No.  1 8.-— Genend  Abstract  Aoconnt  of  Charges  of  CoUeotion  on  Public  Income  of  Indian  &r  Tear  ended 

81  March  1867— eon^fouad: 


Brought  forward 
7.  INCOME  TAX— Chambs  of  Collboxion  : 


Bengal : 
Establishment  and  Contingent  Charges 

North- Western  Provinces : 
Establishment  and  Contingent  Charges 


Bombay  and  Slnd : 
Establishment  and  Contingent  Charges 


Total  Charges  of  Collection  of  the  Income  Tax  Revenub 


8.  CUSTOMS— Charges  op  Collection: 
British  Burmah : 

Collectors  of  Customs :  Salaries,  Establishment  and  Contingent  Charges 

Eastern  Settlements : 
Salaries,  Establishment  and  Contingent  Charges     .... 


Bengal 

r  of  Sea  C 
ngent  Cha: 

Salaries,  Establishment  and  Contingent  Charges  in  the  Districts 


Collector  of  Sea  Customs  at  the  Presidency :  Salaries,  Establishment  andl 
Contingent  Charges | 


Punjab: 
Collectors  of  Customs :  Salaries,  Establishment  and  Contingent  Charges  - 

Madras : 

Collector  of  Sea  Customs  at  the  Presidency:  Salaries,  Establishment  andl 
Contingent  Charges  --------..  j 

Salaries:  Establishment  and  Contingent  Charges  in  the  Districts,  including! 
Land  Customs  Establishment j 


Bombay  and  Sind : 

Commissioner  and  Deputy  Commissioner  of  Customs  at  the  Presidency  :1 
Salaries,  Establishment  and  Contingent  Charges  -        -        .        Ij 

Salaries,  Establishment  and  Coutingent  Charges  in  the  Districts 


Total  CflAROBi  of  Collection  of  the  Custoics  Revenues 

Carried  forward 


10,894 


776 


£. 


£. 

2,274,880 


1,188 


188,810 


2,464,878 
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No.  18,7— Geneml  Abtteet  Aoeomii  of  Gbacges  of  OoUeetioaoa  PuUk  Ineottftof  Iiidift»  &r  Year  ended 

ai  Much  lWI—€»mtmued. 


Bronght  forward 

0.  SALT— CHAaoEs  of  Collbctiok,  mcluding  Cost  of  Salt  : 

Oude : 

Salary  of  Assistant  Commisaioner:  Establishment  and  Contingent  Charges 


Central  Provinces : 
Collectors :  Salaries,  Establishment  and  Contingent  Charges 


British  Burmah  : 
Commission  on  Collections    - 


£. 


Bengal: 

Superintendent  of  Salt  GMahs  at  Solkea :   Salary,   Establishment  andl 
Gimtingent  Charges  --- ..j 

Salt  Agents:  Salaries,  Establishment  and  Contingent  Charges  - 

North-Westem  Provinces : 
Commissioner :  Salaries,  Establishment  and  Contingent]  Charges 

Salaries  of  Deputy  Commissioners  and  Collectors:    Establishment  andl 
Contingent  Charges / 


Saltpetre :  Establishment  and  Contingent  Charges 


Punjab : 
Salaries  of  Collectors :  Establishment  and  Contingent  Charges 

Per-centage  to  Salt  Mine  Mallicks 


Madras : 

Salaries  of  Deputy  Collectors:  Establishment  and  Contingent  Charges 

Charges  for  the  provision  of  Salt 


Bombay  and  Sind : 
Salaries,  Establishment  and  Contingent  Charges 


8,884 


4,409 


4,441 
88,411 
18,987 


29,879 
1,089 


88,989 
106,880 


4,867 


2,464,878 


4MB8 


887 


12,888 


66,889 


80,418 


144,819 


26,868 


Total  Charges  of  Collection  ofthe  Salt  Revenue,  including  Cost  of  Salt    -    -    £. 

Carried  forward    -    -    .    £, 


817,619 


2,782,897 


:270. 


D  2 
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No.  1  a^^-Oeneral  Abstract  Account  of  Charges  of  CoUectiou  on  Public  Income  of  Indk,  for  Year  ended 

81  March  1867 — continued. 


Brought  forward 

10. — OPIUM — Charges  of  Collection,  including  Cost  of  Opium  : 
Bengal: 

Agents  for  the  provision  of  Opium :  Salaries,  Establishment  and  Con- 
tingencies of  ihe  Agents  and  Sub-deputy  Agents,  including  Com- 
mission to  the  Sub-deputy  Agents,  and  Anuahs,  &c. : 

£. 

In  Behar 42,629 

In  Benares 83,297 


Transit  and  Freight  Charges         ...... 

Salary  of  the  Opmm  Examiners  •--•-- 
Commission  to  Auctioneers  for  Sale  of  Opium  ... 
Godown  Establishment  and  Miscellaneous  Charges  at  Calcutta 

Advances  to  Manu&cturers: 


£. 


In  Behar 601,296 

In  Benares       --..----       478,740 


Bombay  and  Sind  : 

Salary^,  Establishment  and  Contingent   Charges    of   the  Deputy  andl 
Assistant  Agents       .-...-.---j 


£. 


£. 


76,826 

20,144 

220 

1,981 

1,066 


976,086 


£. 

2,782,897 


1,074,268 
8,067 


Total  Charges  of  Collection  of  the  Opium  Bbvbktte,  including  Cost  of  Opium 


11.— STAMPS— Charges  of  Collbctiok  : 

GOVBRNMENT  OF  InDIA — GENERAL  AND  POLITICAL: 


-      £. 


Establishment  and  Contingent  Charges 
Discount  on  Sale  of  Stamps  -        -    ,    < 


Oude: 

Proportion  of  Salaries  of  the  Superintendent  and  Deputy  Superintendent,'! 

Establishment  and  Contingent  Charges        -        -        ...        .J 

Discount  on  Sale  of  Stamps  ........ 

Central  Provinces : 
Discount  on  Sale  of  Stamps  and  Miscellaneous  Charges 

British  Burmah : 


Establishment  and  Contingent  Charges  • 
Discount  on  Sale  of  Stamps  - 


East  and  West  Berar : 
Discount  on  Sale  of  Stamps  and  Miscellaneous  Charges 

Eastern  Settlements : 
Establishment  and  Contingent  Charges  •        .        . 


Bengal : 

Salary  of  the  Superintendent  of  Stamps,  Establishment  of  the  Stamp! 
Office  at  the  Presidency,  and  Contingent  Charges  -  -  -  -j 
Collector  of  Calcutta  Stamps:  Establishment  and  Contingent  Charges 
Establishment,  &c.  under  the  Collectors  in  the  Provinces 
Discount  on  Sale  of  Stamps 


54 
HI 


981 
2,002 


80 
841 


8,768 

291 

666 

13,452 


Carried  forward 


£. 


196 


1,077,880 


2,988 
2,126 


980 


1,078 


2,708 


23,167 


83,176  8,800,72? 
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No.  1  a.— General  Abstract  Account  of  Charges  of  Collection  on  Public  Income  of  India,  for  Year  ended 

81  March  1867 — continued. 


Brought  forward    - 


11. — Stamps. — Charges  of  Collection-^con^tmMc2. 

North-Westem  Provinces : 

Proportion  of  the  Salary  of  the  Commissioner,  Establishment  and  Con-1 
tingent  Charges        .--------4-/ 

Establishment  and  Contingent  Charges  under  Collectors 

Discount  on  Sale  of  Stamps-        .....--, 


Punjab  : 

Discount  on  Sale  of  Stamps 
Miscellaneous  Charges 


£. 


1^895 

1^598 
10,282 


£. 
88,176 


£. 
3,859,727 


5,049 
762 


Madras: 

Stamp  Office  at  the  Presidency:  Salary,  Establishment  and  Contingent! 
Charges    ----•-----.-/ 
Discount  on  Sale  of  Stamps  -        -----.. 


Bombay  and  Sind : 

Stamp  Office  at  the  Presidency:  Salary,  Establishment  and  Contingent! 
Charges    -----------. j 

Establishment  and  Contingent  Charges  under  Collectors 

Discount  on  Sale  of  Stamps  -        ...••... 


2,762 
9,279 


2,282 

2,825 
11,866 


18,225 


5^811 


12,041 


15,978 


Total  Charobs  of  Collbcwow  of  the  Stamp  Rbtbkub  . 


12.— MINT: 

GOYBBITMENT  OF  IkdIA — ObNBBAL  AND  PoLITICAI.: 

Salaries,  Establbhment  and  Contingent  Charges  of  the  Mint  Master,1 

Assay  Master,  &c.     ------•--.[        46,486 

Loss  on  Coinage  ----•.-••..  11  661 

Local  Stores        ----...,...  ^^^ 


Madras: 

Salaries,  Establishment  and  Contingent  Charges  of  the  Mint  Master,! 
Assay  Master,  &c.     --'---.... 


Bombay  and  Sind : 

Salaries,  Establishment  and  Contingent  Charges  of  the  Mint  Master,! 
Assay  Master,  &c.     -••-•.....j 

Local  Stores 


46,770 
11,151 


68,908 


15,817 


66,921 


Total  Mint  Charges 
Carried  forward 


-  £. 

-  £. 


^70. 


D3 


^,226 


131,146 


4,071,099 


Digitized  by 


Google 
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FINANCE   AND    EBTENUE  a.CO0UNTB   OF   THE 


[PartL 


No.  1  S.-^Ki^aeml  Abstraet  Aocoantof  OhargiB  of  <}dleotioii  on  Public  Income  of  India,  for  Year  ended 

>  81  March  lSQ7^^c<mtimutd. 


Bronglit  forward    - 


13.— POST  OFFICE— CHABiaBs  of  Collection: 

Bengal  and  Eastern  Settlements : 

Director  General,  Personal  Assistant  and  Compiler :  Salaries,  Establish- 
ment and  Contingent  Charges -- 


Postmaster  General,  Inspectors,  Poetmastera,  and  Depntj  Postmasters; 
Salaries,  Establishment  and  Contingent  Charges  -        -        -        -       - 


Mail  Cart  Charges 

Charges  on  account  of  the  Bhootan  Expedition 
Discount  on  Sale  of  Postage  Labek 


Madras : 

Postmaster  General,  Inspectors,  Postmasters,  and  Deputy  Postmasters 
Salaries,  Establishment  and  Contingent  Charges  -         •        -        . 


:} 


Mail  Cart  Charges        --.-^--^- 
Discount  on  Sale  of  Postage  Labels 

Bombay : 

Postmaster  General,  Inspectors,  Postmasters,  and  Deputy  Postmasters : 
Salaries,  Establishment  and  Contingent  Charges  -        -        -        • 


) 


Mail  Cart  Charges        -        ... 
Discount  on  Sale  of  Postage  Labels 


North- Western  Provinces  and  Oude  : 

Postmaster  General,  Inspectors,  Postmasters,  and  Depu^  Postmasters:! 
Salaries,  Establishment  and  Contingent  Charges  -        -        -        .       -j 


Mail  Cart  Charges 

Discount  on  Sale  of  Postage  Labels 

Punjab  and  Sind : 

Postmaster  General,  Inspectors,  Postmasters,  and  Deputy  Postmasters  :\ 
Salaries,  Establishment  and  Contingent  Charges  •        -        •        •       -j 

Mail  Cart  and  Bullock  Train  Charges 

Discount  on  Sale  of  Postage  Labels 


British  Burmah : 

Chief  Inspector,  Postmasters,  and  Deputy  Postmasters ;  Salaries,  Esta-' 
blishment  and  Contingent  Charges      --.--.. 

Discount  on  Sale  of  Postage  Labels 


Central  Provinces : 

Postmaster  General,  Inspectors,  Postmasters,  and  Deputy  Postmasters:! 
Salaries,  Establishment  and  Contingent  Charges         .        .        .        'j 

Mail  Cart  Charges .•._ 

Discount  on  Sale  of  Postage  Labels      -••.... 


£• 

7,728 

60,187 

4,767 

80 

2,426 


58,204 


14,701 
1,064 


64,098 

17,648 
2,621 


49,747 

86,707 
2,094 


27,059 

26,759 
1,175 


6,979 
287 


11,072 

23,586 
291 


Total  Charges  of  Colibctiok  of  the  Post  Office  Revenue 

Carried  forward 


£. 


75,187 


£. 
4,071,099- 


69,869 


84,867 


88,548 


64,998 


7,266 


84,949 


£. 
£. 


415,129 


4,48C/Ji>8 
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No.  Id.— -General.  Abstract  Acconnt  of  Cbajrges  of  CoIleotioniOn  Public  Income  of  India,  fi>r  Year  ended 

31  March  1867 — continued. 


Brought  forward 
14.— ELECTRIC  TELEGRAPH— Chabom  op  Colmotion: 

Bengal : 

Director  General  of  Telegraphs,  and  Compiler  of  Telegraph  Accounts : 

Salary,  Establishment  and  Contingent  Charges    -        -        -        -        -  13,612 

Working  Account :  Salaries,  Establishment  and  Contingent  Charges,  &c.  28,700 

<!!}onstruction  Charges    ----------  1,444 

Charges  on  account  of  Bhootan  Line 6,813 


Punjab  : 

Working  Account:  Salaries,  Establishment  and  Contingent  Charges,  &c. 
Construction  Charges 


Bombay : 

Working  Account:  Salaries,  Establishment  and  Contingent  Charges,  kc 
Construction  Charges 


Madras : 

Working  Account:  Salaries^  Establishment  and  Contingent  Charges,  &c. 
Construction  Charges    --------- 


East  Coast  or  Ganjam : 

Working  Account:  Salaries,  Establishment  and  Contingent  Charges,  &c. 
Construction  Charges    --------- 


Central  India  or  Nagpore : 

Working  Account :  Salaries,  Establishment  and  Contingent  Charges,  &c 
Construction  Charges    ---------- 

Indore  : 

Working  Account:  Salaries,  Establishment  and  Contmgent  Charges,  &o. 
Construction  Charges .... 

Sind: 

Working  Account:  Salaries,  Establishment  and  Contingent  Charges,  &c. 
Construction  Charges    ---------- 

Dacca  : 

Working  Account:  Salaries,  Establishment  and  Contingent  Charges,  &o. 
Construction  Charges     •--.---... 

Pegu  : 

Working  Account:  Salaries,  Establishment  and  Contingencies,  &c  - 
Construction  Charges     -----.-••.. 


Assam : 

Working  Account:  Salaries,  EstablishmeLt  and  Contingencies,  &c. 
Construction  Charges   ------... 


Bangalore : 

Working  Account :  Salaries,  Establishment  and  Contingencies,  &c 
Construction  Charges     -        - 


270. 


Carried  forward 
D4 


11,138 
322 


16,657 
1,860 


11,245 
2,391 


8,938 
189 


8,585 
3,774 


8,031 
326 


10,116 
654 


7,677 
245 


11,729 
449 


7,839 
554 


8,291 
543 


£• 


44,069 


11,460 


18,507 


18,686 


9,122 


12,359 


8,357 


10,670 


7,822- 


12,178 


8,393 


8,834 


165,407 

Digitized  by 
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FINANCE    AND    REVENUE   ACCOUNTS   OF  THE 


[Parti. 


No.  18. — General  Abstract  Account  of  Charges  of  Collection  on  Public  Income  of  India,  for  Year  ended 

81  March  1867 — continued. 


Brought  forward    - 
14. — Elbctric  Tblboraph — Charges  of  Collection — continued. 
Rajpootanah : 


Working  Account:  Salaries,  Establishment,  and  Contingencies,  &c 
Construction  Charges 


Malabar : 

Working  Account :  Salaries,  Establishment  and  Contingencies,  &o. 
Construction  Charges 


Storekbeper  : 

Greneral  Store  and  Workshop:  Salaries,  Establishment  and  Contingen- 
cies, &c.     -----------. 

Purchase  of  Materials  and  Stores,  &c. 


Indo-European  Telegraph: 


Divisional  and  Ix)cal  Superintendence 
Greneral  Store  and  Workshop 
Purchase  of  Materials  and  Stores  - 


£. 


8,605 
8,644 


11,807 
417 


8,988 
81,547 


54,848 
793 
585 


Total  Charges  on  Account  of  Electric  Telegraph 

Total  Charges  in  India  of  Collection  of  the  Reyenues,  including  Cost  I 
of  Salt  and  Opium ...j 


£. 
165,407 


12,249 


11,724 


40,480 


56,226 


£.         4,772,314 


£• 
4,486,228 


986,086 


No.  14.— GENERAL  ABSTRACT  ACCOUNT  of  the  Allowances  to  District  and  ViUage 

Officers,  &c.,  for  the  Year  ended  31st  March  1867. 


15.— ALLOWANCES  TO  DISTRICT  AND  VILLAGE  OFFICERS: 

Oude : 
AlloT^ances  lo  Proprietors  of  Estates  -----.... 


North-Western  Provinces ; 
Allowances  to  Proprietors  of  Estates  - 


Punjab  : 
Allowances  to  Village  Officers,  including  Mowajeeb  Allowances 

Madras : 
Allowances  to  District  and  Village  Officers  ... 


Bombay  and  Sind : 
Allowances  to  District  and  Village  Officers 


Total  Allowances  to  Distuct  and  Village  Opficebs,  &c. 


Digitized  by 
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No.  15.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  Account  of  Administration 
and  Public  Departments,  for  the  Year  ended|the  31st  March  1867. 


16.— ADMINISTRATION  AND  PUBLIC  DEPARTMENTS; 

Government  of  India— General  and  Political: 


Salaries  of  the  Governor  General  and  Members  of  Council  --.--• 
Governor  General's  Household  ---.•...... 

Indian  Secretariats ;  Foreign,  Home,  Financial,  Public  Works,  and  Military  Depart- 


ments 


Public  Ofl5ces;  comprising:  the  Office  of  Comptroller  General  of  Accounts,  Central  I 
and  Treasury  Accounts  Branches,  the  General  Treasury,  &c.'  -  -  -  -  -j 
Board  of  Examinens ;  Salary,  Establishment  and  Contingent  Charges  ... 
Currency  Department ;  Salary,  Establishment  and  Contingent  Charges 
Allowance  to  the  Presidency  Bank  for  conducting  ihe  duties  of  the  General  Treasury 
Tour  Charges  of  the  Governor  General        --...... 

Oude: 

Chief  Commissioner  at  Lucknow;  Salary  and  Allowances  of  the  Chief  Commissioner^ 
and  his  Secretary,  Establishment  and  Contingent  Charges  -        -        .        -        .| 

Financial  Commissioner ;  Salary,  Establishment  and  Contingent  Charges  ... 
Commissioners ;  Salaries,  Establishment  and  Contingent  Charges  -  -  -  .  . 
Emigration  Charges  under  Act  XIII.  of  1864      --•-•... 

Central  Provinces : 

Chief  Commissioner  at  Nagpore;  Salary  and  Allowances  of  the  Chief  Commissioner! 
and  his  Secretary,  Establishment  and  Contingent  Charges  -  -  -  .  . / 
Commissioners;  Salaries,  Establishment  and  Contingent  Charges  -  .  - 
Office  of  Account ;  Salary,  Establishment  and  Contingent  Charges  -  .  - 
Paper  Currency  Department ;  Salary,  Establishment  and  Contingent  Charges 
Money  Order  Office  - 

British  Burmah : 

Chief  Commissioner  at  Rangoon ;  Salary  and  Allowances  of  the  Chief  Commissioner"! 

and  his  Secretary,  Establishment  and  Contingent  Charges j 

Commissioners ;  Salaries,  Establishment  and  Contingent  Charges  ... 

Office  of  Account ;  Salary,  Establishment  and  Contingent  Charges        ... 


East  and  West  Berar : 

Salary  of  the  Military  Secretary  to  the  Resident  at  Hyderabad,  Establishment  and  Con- 
tmgent  Charges      -------.-.•.. 

Commissioner;  Salary,  Establishment  and  Contingent  Charges 

Officeof  Account;  Salary,  Establishment  and  ^Jontingent  Charges        -        -        .        . 

Eastern  Settlements : 

Salaries  of  the  Governor,  Secretary  and  Aides-de-Camp       -        -        -        . 
Salaries  of  Resident  Councillors  and  Assistant  Residents  at  Prince  of  Wales  Island'l 
mfrer^lc:^^^^  1  ^T^-.  ™-^«^:  induding^Esta: 


Bengal ; 


Salary  of  the  Lieutenant  Governor      ------... 

Household  of  Lieutenant  Governor Ill 

Legislative  Council    -----...."** 

^  M?.^?f''^''  comprising  the  Ben^l  Secretariat,  the  Office  of  Account  "and  Audit,\ 
Money  Order  Department,  Lfcbour  Transport  Department,  &c.  .        -        -        .  ^ 

tiTent  cS^^es'  ^.^^''"'!f''^  *^®  Members  and  Secretaries,  Establishment  and  Con-j 

Commissioners ;  Salaries,  Establishment  and  Contuiffent  Charees  -        \       \       '        '^ 
Emigration  Charges  under  Act  XIII.  of  1864      -        -        .        . 
Tour  Charges  of  the  Lieutenant  Governor 

SJ^/nf tf 'lf/l"T^"''7r^  ^^  '^^  Chief  Commissioner,  British  Burmah  and  Secreteir 
Payment  to  Bank  of  Bengal  for  conducting  Treasury  business     ....        7 


Carried  forward 


270. 


E 


£. 


62,085 
16,364 

104,205 

82,562 

8,024 
51,207 

6,591 
52,311 


12,842 

7,189 

18,324 

10 


16,596 

18,835 
2,648 
1,159 


9,883 

11,156 
7,044 


2,212 

4,070 
1,937 


4,434 
8,062 


9,167 
1,650 
1,319 

43,108 

27,785 

53,382 

869 

4,688 

548 

834 


£. 


328,439 


88,865 


39,270 


28,083 


8,219 


12,496 


143,850 


Digitized  by 
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[P^L 


No.  15 — General  Abstract  Account  of  Administration,  &c.,  for  Year  ended  81  March  1867 — continued. 


Brou^t  forward    •    - 
16. — Administration  and  Public  Dbpartmbnts —con/tnued. 

North  Western  Provinces  : 

Salary  of  the  Lieutenant  Governor      -        -•-••..- 

Household  of  the  lieutenant  Governor        .---.... 

Public  Offices  j  comprising  the  Secretariat,  Office  of  Account  and  Audit,  Money  Orderl 
Department,  and  Oordoo  Translator         ..--..---j 

Board  of  Revenue ;  Salaries,  Establishment  and  Contingent  Charges     -        -        '. 

Commissioners  -,  Salaries,  Establishment  and  Contingent  Charges  .        -        -        - 

Paper  Currency  Department       ---*•-..-.- 

Emigration  Charges  under  Act  XIII.  of  1864 

Tour  Charges  of  the  Lieutenant  Governor 

Punjab  : 

Salary  of  the  Lieutenant  Governor      -.------. 

Household  of  the  Lieutenant  Governor        .---.--• 

Public  Offices ;  comprising  the  Secretariat,  Office  of  Account  and  Audit,  and  Native  \ 
Translator      -.-.-.-.---•. 

Financial  Commissioner;  Salary,  Establishment  and  Contingent  Charges 

Commissioners ;  Salaries,  Establishment  and  Contingent  Charges  •        -        .        - 

Paper  Currency  Department       ---•.--••- 

Tour  Charges  of  the  Lieutenant  Governor    -        •-.•-.- 


Madras: 

Salaries  of  the  Governor  and  Members  of  Council,  including  portion  of  the  Salary  of  a  1 
Member  of  the  Council  of  the  Governor  General      -        -        -        --        -.j 

Household  of  the  Governor        -        -        -.-        -        .. 

Public  Offices;  comprising  the  Secpetariats,  Offices  of  Account  and  Audit,  Money  1 
Order  Department,  and  Uncovenanted  Civil  Service  Examination,  &c.        •        *        "J 

Board  of  Revenue ;  Salaries  of  the  Members  and  Secretaries,  Establishment  and  Con*  1 
tingent  Charges      -*----*.        --...j 

Board  of  Examiners ;  Salaries,  Establishment  and  Contingent  Charges  .        .        - 

Currency  Department         -.---. 

Tour  Charges  of  the  Governor    -- 

Payment  to  Bank  of  Madras  for  conducting  Treasury  businen     ..... 

Bombay  and  Sind : 

Salaries  of  the  Governor  and  Members  of  Council 

Household  of  the  Qt)vemor 

Salary  of  the  Commissioner  of  Sind,  Establisliment  and  Ccmtuft^ent  Chaises  ... 

Legislative  Council    --------•-... 

Public  Offices;   comprising  the  Secretariats,  Office  of  Account  and  Audit,  Transla-' 
tors,  &c.         ---------.        ....^ 

Commissioners ;  Salaries,  Establishment  and  Contingent  Charges         •        .        .        . 

Currency  Department         -        -        -        --        -        -- 

Tour  Charges  of  the  Governor    -- 

Payment  to  Bank  o(  Bombay  fbr  conducting  Treasury  business    •        .        .        .        • 


Total  Administration  «ad  PvBLie  JhtPAxnaaru  in  India 
IN  ENGLAND : 


Payments  as  in  Home  Accounts 


M67 

2^05 

83,074 

20,787 

33,351 

1,462 

21 

6,608 


9,167 
2,771 

24,647 

0,278 

49,371 

1,886 

5,264 


24,133 

8,779 

49,787 

22,064 

1,141 
6,640 
8,021 
1,8^4 


23,678 

10,519 

8,878 

2,981 

57,579 

Uy090 

85,426 
8^15 
8,106 


Total  Administration  and  Public  Departments    - 


.    £. 


£. 

598,222 


106,275 


102,879 


117,419 


164,769 


l»089/>a4 


182,220 


1,271,284 
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No.  16.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  Account  of  Law  and 
Justice,  for  the  Year  ended  the  31st  March  1867. 


17.— LAW  AND  JUSTICE. 

GOYBRNMENT   OF   InDIA«-ObHBRAL  AND   PoUTXCAI.: 


High  Court  of  Jodipatiire:  Salaries  of  the  Chief  Justice,  Puisne  Jui 
Estahlishments  under  the  High  Court,  including  Salaries  and  Estt 
Government  Law  Ofncers  and  Contingent  Charges  -         -        -        -        - 

Civil  and  Criminal  Courts:  Salaries,  Establishment  and  Contingent  Charges 
Courts  of  Small  Causes :  Salaries,  Establishments  and  Contingencies     - 
Jail  Establishment  and  Charges,  &;e.    -------- 

Registration  Department     .--••---^. 
Charges  on  account  of  Convicts  transported  to  the  Eastern  Settlements  - 

Oude : 

Judicial  Commissioner :  Salary,  Establishment  and  Contiogent  Cbarg>e6 
Civil  and  Criminal  Courts :  Salaries,  Establishment  and  CostiiigeiKt  Charges 
Courts  of  Small  Causes :  Salaries,  Elstablishment  and  Contingent  Charges     - 
Inspector  of  Jails :  Salary,  Establishment  and  Contingent  Cli^rges 
Jail  Establishment  and  Charges  --•--••.. 


I,  Officers  and! 
ihments  of  the , 


Central  Provinces : 

Judicial  Commissioner :  Salary,  Establishment  and  Contingent  Charges 
Civil  and  Criminal  Courts :  Salaries,  Establishment  and  Contingent  Charges 
Courts  of  Small  Causes :  Saluries,  Establishment  and  Contingent  Charges    - 
Inspector  of  Jaik:  Salary,  Establishment  and  Contingent  Clmrges 
Jail  Establishment  and  Charges  --•-•--•• 


British  Burmah : 

Recorder's  Court :  Salary,  Establishment  and  Contingent  Charges 
Civil  and  Criminal  Courts :  Establishment  and  Contingent  Charges 
Court  of  Small  Causes :  Establishment  and  Contingent  Charges  - 
Inspector  of  Jails:  Salary,  EstabHshaient  and  Contingent  Charges 
Jail  Establishment  and  Charges  •-..-.» 
Convict  Charges  at  Port  Blair 


East  and  West  Berar : 

Court  of  Small  Causes :  Salary,  Establishment  and  Contingent  Charges 
Jail  Establishment  and  Charges  -.-....- 


Eastern  Settlements : 

Salaries  of  the  Recorders  and  Registrar,  Establishment  of  the  Court  of  Judicature,^ 

Court  of  Requests,  Sheriff  and  Coroner,  &;c. j 

Jail  Establishment  and  Charges  -•-•--..•. 

Bengal : 

Justices  of  the  Peace :  Salaries  of  the  Justices,  Establishment  and  Contingent  Charges 

Cotlrt  of  Small  Causes  at  the  Presidency :  Salaries  of  the  Judges,  EstabUsbment  andl 

Contingent  Charges         --------        ....j 

Coroner's  Office :  Salary,  Establishment  and  Contingencies  -  -  .  -  - 
House  of  Correction  at  the  Presidency  ---.-... 
Portion  of  the  Establishment  of  the  High  Court  at  the  Presidency        .        -        . 

Provincial  and  ZiUah  Courts : 


Provincial,  Civil,  and  Criminal  Courts :  Salaries,  Eistabliahment  and  Contingenciei 
Courts  of  Small  Causes  in  the  Mofussil :  Salaries,  Establishment  and  Contingeneies 
Superintendent  and  Remembrancer  of  Legal  Affairs,  including  Pleaders  and  Establish 


ment 


Inspector  of  Jails :  Salary,  Estalilishment  and  Contingent  Charges       .        -        . 
Jail  Establishment  and  Charges,  including  a  portion  of  the  Convict  Charges  at  Port  Blair 
Registration  Department    .-.•-•--.... 


270. 


8  2 


£. 


114,887 

2,003 
188 
975 

108 
18,376 


4,865 

33,133 

1,221 

1,480 

22,278 


6,534 

38,304 

2,303 

1,858 

20,508 


5,940 

33,275 

571 

1,630 

18,967 

122,625 


1,922 
8,536 


16,665 
6,012 


6,030 

14,877 

1,213 

10,129 

91 


351,275 

26,144 

6,119 

3,351 

186,468 

22,103 


Carried  forward    - 


£. 


£. 


186,627 


62,977 


69,502 


188,017 


10,458 


22,677 


627,800 


1,113,058 
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[Parti. 


No.  16. — General  Abstract  Account  of  Law  and  Justice,  &c.,  for  Year  ended  81  March  isei —corUinued^ 


Brought  forward    -    - 


17. — Law  and  Justicb — cotUintied. 
North  Western  Provinces : 


High  Court  of  Judicature;   Salaries  of  the  Chief  Justice  and  Puisnel 
Judges,  Establishment  and  Contingent  Charges  ---•-/ 

Civil  and   Criminal  Courts:    Salaries,  Establishments  and  Contingent! 
Charges     --------        ----j 

Courts  of  Small  Causes :  Salaries,  Establishments  and  Contingent  Charges 

Inspector  of  Juils:  Salary,  Establishment  and  Contingent  Charges  - 

Jail  Establishment  and  Charges      -.-..•.. 

Registration  Department        -----.--- 

Punjab : 

Chief  Court :  Salary  of  the  Judges,  Establishment  and  Contingent  Charges 

Civil  and  Criminal  Courts:  Salary  of  the  Judges,  Establishment  and  Con-1 
tingent  Charges         -.-.-.----j 

Courts  of  Small  Causes:  Salary  of  the  Judges,  Establishment  and  Con-1 
tingent  Charges         -• J 

Inspector  of  Jails ;  Salary,  Establishment  and  Contingent  Charges  • 

Jail  Establishment  and  Charges     ------- 


Madras : 

High  Court  of  Judicature :  Salaries  of  the  Chief  Justice  and  Puisne 
Judges,  Establishment  and  Contingencies,  including  those  of  Govern- 
ment Law  Officers,  &c ••". 

Coroner's  Office     ----------- 

Sheriff's  Office 

Court  of  Small  Causes  at  the  Presidency 
Allowance  for  Establishment,  &c.,  to  the  Administrator  Greneral 
Magisterial  Courts  at  the  Presidency      -*-.-.- 
House  of  Correction      ---.---•-- 


Provincial  and  Zillah  Courts : 
Provincial,  Civil  and  Criminal  Courts  -  -  -  - 
Courts  of  Small  Causes  in  the  Mofussil  -  -  -  - 
Inspector  of  Jails :  Salary,  Establishment  and  Contingencies 
Jail  Establishment  and  Charges  -  -  -  -  - 
Registration  Department  ------- 


223,818 
18,782 

2,778 
69,714 
20,270 


Bombay  and  Sind : 

High  Court  of  Judicature :   Salaries  of  the  Chief  Justice  and  Puisne 
Judges,  Establishment  and  Contingencies,  including  those  of  Govern 
ment  Law  Officers,  &c. -.. 

Coroner's  Office 

Court  of  Small  Causes  at  the  Presidency 

Magisterial  Court  at  the  Presidency       ------ 

House  of  Correction       --------- 


Provincial  and  Zillah  Courts : 

Provincial  Civil  and  Criminal  Courts  -  -  -  . 
Courts  of  Small  Causes  in  the  Mofussil  .  -  -  - 
Inspector  of  Jails :  Salary,  Establishment  and  Contingencies 
Jail  Establishment  and  Charges  -  .  -  •  . 
Registration  Department  - 


£. 

196,292 

7,946 

2,848 

67,679 

19,888 


£. 
87,400 

211,962 

6,780 

8,994 

68,067 

14,881 


16,461 
96,259 

8,466 

2,572 
42,981 


40,781 

661 
1,616 
7,100 

660 
6,022 
6,441 


880,807 


73,401 

868 

14,714 

6,587 

12,888 


288,008 


Total  Law  and  Justicb 


1,118,068 


886,614 


164,728 


892,677 


89a,911 


.     £. 


2,897,788 
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No.  17.— GENERAL  ABSTRACT  ACCOUNT  of  the  Chargbs  on  account  of  Police,  for 

the  Year  ended  the  31st  March  1867- 


18.— POLICE: 

Government  op  India — General  and  Political: 

Suppression  of  Thn^ee  and  Dacoity ;  Salaries,  Establishment  and  Contingent  Charges  • 
District  Executive  Police  Force ;  Salaries,  Establishment  and  Contingencies 

Oude: 

Inspector  and  Deputy  Inspector  General  of  Police ;  Establishment  and  Contingent  Charges 
Thuggee  and  Dacoity  Department      ----...... 

District  Executive  Police  Force ;  Salaries,  Establishment  and  Contingencies 
Municipal  Police       -- 

Central  Provinces : 

Inspector  General  of  Police ;  Salary,  Establishment  and  Contingent  Charges 
Thuggee  and  Dacoity  Department      ----.-.... 
District  Executive  Police  Force ;  Salary,  Establishment  and  Contingent  Charges 
Municipal  Police       -----..-.--.. 

British  Burmah : 

Inspector  General  and  Personal  Assistant ;  Salarv,  Establishment  and  Contingent  Charges 
District  Executive  Police  Force ;  Salary,  Establishment  and  Contingent  Charges 
Municipal  and  Village  Police 

East  and  West  Berar : 

Inspector  General  of  Police ;  Salary,  Establishment  and  Contingencies  ... 
District  Executive  Police  Force ;  Salary,  Establishment  and  Contingencies  •  .  . 
Frontier  Chowkeedaree  Police  -- 


Eastern  Settlements : 
Commissioners,  Deputy  Commissioners,  and  Executive  Police  Force    •        •        . 

Bengal : 

Calcutta  Police ;  Salary,  Establishment  and  Contingent  Charges  of  the  Commissioner^ 
and  Executive  Police  Force,  &c      --------•.! 

Suburban  Police        ----•..--*.•.. 

Inspector  and  Deputy  Inspector  General  of  Police ;  Establishment  and  ContingentCharges 
District  Executive  Police  Force ;  Salary,  Establbhment  and  Contingencies  -  •  • 
Municipal  and  Village  Police 


North  Western  Provinces : 

Inspector  and  Deputy  Inspector  General  of  Police;  Salary,  Establishment  and  Con- 
tingent Charges     --.------.-.. 

District  Executive  Police  Force ;  Salary,  Establishment  and  Contingent  Charges  - 


Punjab  : 

Inspector  and  Deputy  Inspector  General  of  Police;  Salary,  Establishment  and  Con-1 

tmgent  Char^     -.--•... j 

District  Executive  Police  Force ;  Salary,  Establishment  and  Contingent  Charges 
Municipal  and  Village  Police     --..----- 

Madras : 
Police  Charges  at  the  Presidency,  including  Marine  Police 


Inspector  and  Deputy  Inspector  General  of  Police ;  Salary,  Establishment  and  Con- 
tmgent  Charges     ----------..- 

District  Executive  Police  Force ;  Salary,  Establishment  and  Contingent  Charges 

Bombay  and  Sind : 

Police  Charges  at  the  Presidency 

District  Executive  Police  Force 


Total  Police 


£. 


0,030 

77 


8,805 

72 

08,106 

8,677 


8,661 

8,230 

108,478 

12,872 


2,824 

108,546 

10,167 


8,741 

84,207 
088 


4,488 


88,611 

6,896 

18,868 

435,540 

28,710 


0,038 
831,022 


8,886 

284,255 
80,408 


21,226 

0,164 

882,468 


25,211 
880,258 


£• 


0,116 


110,160 


127,750 

116,687 

88,081 
4,488 


628,628 


840,065 


278,084 


862,863 


865,460 


2,262,021 


270. 
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FINANCS  AND    REVBNUE    ACCOUNTS   OF   THB 


[Parti. 


No.  18.— GENERAL  ABSTRACT  ACCOUNT  of  the  Marine  Charges  of  INDIA,  for  the 

Year  ended  the  31st  March  1867- 


19.— MARINE. 

British  Burmah : 

Master  Attendant,  Dockyard,  and  other  Marine  Establishments 

Marine  Pay  and  Allowances,  including  Charges  on  Account  of  Steamers  • 

Lighthouses 

Purohaseof  Coals,  fcc* .-., 

Subsidies  to  Steamboat  Companies  for  Conyeyance  of  Mails    - 

Marine  Charges,  Port  Blair 

Miscellaneous .-..-. 


Eastern  Settlements : 

Master  Attendant  and  Signal  Department,  Marine  Pay  and  A1towances,1 
tc.  ---- J 

Lighthouse  Charges,  &c.        - 

Charges  for  the  Sapprestion  of  Piracy 

Purchase  of  Coal  and  other  Marine  Stores 

Cost  ^Provisions  and  YictuaJs 

Purchase  of  Steamers    -.-- 


Bengal : 

Master  Attendant's  Office ;  Salaries,  Establishment  and  Contingent  Charges 
Shipping  Office;  Salaries,  Establishment  and  Contingent  Charges    - 
Pilotage,  Pilot  Establishment  and  Vessels       ...... 

State  Yacht  Establishment  (Crew) 

Miscellaneous        --.---.--.- 

Charobs  on  Account  of  Sbjl-going  Vessels: 


Marine  Pay  and  Allowances  .--...- 

Coals,  Coal  and  Steam  Agencies,  &c.     - 

Victuals  for  Crew  of  Ships  and  Vessels 

Miscellaneous  Stores  --.-----. 
Nayal  Storekeeper ;  Salaries,  Establishment  and  Contingent  Charges 
Kidderpore  Dockyard  --------- 


Agent  for  Transports  and  Oovemment  Consignments;  Salary,  EfitaUisk-* 
ment  and  Contingent  Charges     -        -        -        -        -        -        --^ 


Marine  Court,  Marine  Surgeon,  &c.       .... 
Wages  to  Artificers^  Building  and  Repairs  of  Ships 
Conyeyance  of  Rangoon,  Bombay,  and  Chittagong  Mails 
Sundry  Items        •        -        -        -        -- 


Carried  forward 


£. 


580 
4,7fil 
2,073 
40 
2,760 
6,968 
1,066 


2,43!» 
6,468 
1,818 
1,080 
3,060 


4,236 

1,903 

60,062 

378 

IM 


17,490 

40,715 

7,072 

40,686 

1,306 

4,461 

1,260 

1,170 
46,370 
26,100 

1,704 


£. 


£. 


17,680 


17,072 


66,778 


106,441 


206,016 


Digitized  by 
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No.  18.— General  Abstract  Account  of  the  Marine  Charges  of  India,  for  Year  ended  81  March  1867^  conHnued. 


1 9. — Marin  s— coft^'ittiec^. 

Punjab : 

Marine  EstabUshments 

Marine  Pay  and  Allowances  -        -        -        •        - 

Pilot  Vessels -        - 

Wages  to  Artificers,  Building  and  Repairs  of  Ships 
Purchase  of  Coals  and  other  Stores  ... 
Miscellaneous       -.--•-- 


Brought  forward 


Madras : 

Master  Attendant  and  Marine  EstaUisIiiMiili         •        •        .        .        . 

Purchase  of  Coal,  Fuel,  &c.  -----v-- 

Subsidies  to  Steamboat  Companies  for  conveyance  of  Mails  and  Mis- 
cellaneous -- -. 

Bombay  and  Sind : 

Superintendent  of  Marine,  Dockyard  and  other  Marine  Estoblishments 
Shipping  Master ;  Salary,  Establishment  and  Contingent  Chacrges    - 
Marine  Pay  and  Allowances  -*.-----. 

Wages  to  Artificers,  Building  and  Repairs  of  Ships         ... 
Victuals  for  Crew  of  Ships  and  Vessels  -        -        - 
Coals  and  Coal  Agencies,  and  Purchase  of  Timber  and  other  Stores 
Subsidies  to  Steamboat  Companies  for  conyeyance  of  Mails 
Purchase  of  Steamers    --------. 

Miscellaneous 


Total  Marine  Charobs  in  India 


IN   ENGLAND: 


Stores 

Other  Payments  as  in  Home  Accounts 


Total  Marine  Chabgss    - 


270. 


B4 
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IPartl. 


No.  19.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  account  of  Education, 
Science  and  Art,  for  the  Year  ended  the  31st  March  1867. 


20— EDUCATION,  SCIENCE  AND  ART. 

Government  of  India— General  and  Political: 

Calcutta  UniTersity :  Salary,  Establishment  and  Contingencies  of  the  Registrar,  Allow- 
ances  to  Examiners,  Scholarships,  &c.      .--....-. 

School  Establishment  and  Contingencies,  &c 

Grants-in-aid  to  Schools     -•.-.--..... 

Surveys  and  Observatories,  including  Museums,  &c.     •-.-... 

Miscellaneous 


Oude : 

Director  of  Public  Instruction  and  Inspectors  of  Schools:  Salaries,  Establishment  and 
Contingent  Charges         .---.--.-.. 

School  Establishment  and  Contingencies,  including  Government  Book  Depdt,  &c. 

Grants-in-aid  to  Schools 


Miscellaneous 


Central  Provinces : 
Director  of  Public  Instruction :  Salary,  Establishment  and  Contingent  Charges 
School  Establishment  and  Contingencies,  including  Scholarships,  Prizes,  &c. 

Grants-in-aid  to  Schools 

Surveys  and  Museums,  &c  ---••.... 


British  Burmah : 
Inspector  of  Schools  -        -        -        - 
School  Establishment  and  Contingencies 
Grants-in-aid  to  Schools      ... 
Surveys  and  Scientific  Institutions 


East  and  West  Berar  : 

Director  of  Public  Instruction  and  Inspector  of  Schools :  Salary,  Establishment,  and! 
Contingent  Charges ./.f 

School  Establishment  and  Contingencies      ----.... 


Eastern  Settlements : 
Grants-in-aid  and  Allowances  to  Schools,  &c       ---•... 

Bengal  : 

Director  of  Public  Instruction  and  Inspectors  of  Schools :  Salaries,  Establishment  and! 
Contingent  Charges ^        ^ 


Presidency,  Medical,  Sanskrit,  and  other  Colleges  in  Calcutta  and  in  the  Mofussil 
Schools  at  the  Presidency  and  in  the  Provinces    -•--... 
Grants-in-aid  to  Schools     --••---.... 

Scholarships,  Prizes,  &c.     ------.-... 

Donations  to  Scientific  and  Literary  Institutions,  &c.    --.... 


Carried  forward 


1,822 

10,012 

1,678 

8,763 


674 

1,081 

4,050 

11 


2,848 
4,116 


28,734 

68,068 
41,421 
88,161 
10,776 
12,802 


£. 


120,412 


16,420 


18,060 


6,626 


6,064 


2,674 


180,426 


361,481 
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No,  10. — General  Abstract  Account  of  the  Charges  on  account  of  Education,  Science  and  Art,  for  the  Year  ended 

31  March  1S67  ^continued. 


Brought  forward 
20 — Education,  Science  and  AfiT^conHnuecL 


North  Western  Provinces : 

Director  of  Public  Instruction  and  Inspector  of  Schools  :  Salaries,  Establishment  and! 
Contingent  Charges        ............j 


Government  Colleges  --•-.-..-., 

School  Establishment  and  Contingencies,  including  Government  Book  Depftt,  &c* 
Grants-in-aid  to  Schools     -.--------- 

Charges  on  account  of  Scientific  Institutions,  &c.        •...•• 


Punjab : 

Director  of  Public  Instruction,  Inspectors  of  Schools,  &c.:   Salaries,  Establishment! 
and  Contingent  Charges  ------------J' 

Government  Colleges  .•-•------- 

School  Establishment  and  Contingencies,  including  Government  Book  Dep6t 
Grants-in-aid  to  Schools     ...-.--.--- 
Scientific  Institutions,  Jcc.  -----•-•.••- 


Madras: 

Madras  University :  Salary,  Establishment  and  Contingencies  of  the  Regbtrar,  Allow- 
ances to  Examiners,  &c.  .---..-•... 


Director  of  Public  Instruction  and  Inspectors  of  Schools :  Salaries,  Establishment  audi 
Contingencies         ..-.-.---.-««j 


Presidency,  Medical  and  Civil  Engineering  Colleges  -••••• 
School  Establishment  and  Contingencies,  including  Government  Book  Agency     • 
Grants-in-aid  to  Schools  and  Educational  Institutions  •-••.. 
Scientific  Institutions,  Public  Museums,  Observatory,  Botanical  Gardens,  &c. 
Miscellaneous    .-----•------ 


Bombay  and  Sind : 

Bombay  University :  Salary,  Establishment  and  Contingencies  of  the  Registrar,  Allow- ^ 
ances  to  Examiners,  &c.  --.-.-------j 

Director  of  Public  Instruction  and  Inspectors  of  Schools :  Salaries,  Establishment  audi 
Contingent  Charges        -.-..---...-j 

Government  Colleges  ..---.-..... 

School  Establishment  and  Contingencies,  including  Gh>vernment  Book  Depdts 
Grants-in-aid  and  Allowances  to  Schools,  &c.       •••••••• 

Scientific  Institutions  and  Societies,  &c.       --•-•«... 
Miscellaneous    -••-•-•....•••• 


5^6,086 

22,083 

18,078 

26,050 

4,741 


10,120 

4,040 
23,387 
16,220 

3,148 


1,706 

12,310 

12,006 
16,008 
16,140 
12,421 
6,610 


4,586 

15,004 

6,606 

40,201 

16,404 

1,001 

2,203 


Total  Education,  Science  and  Abt    - 


£. 
351,481 


00,047 


56,024 


78,200 


07,075 


674,717 


270. 
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[Paul. 


No.  20.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  account  of  Ecclesiastical 
Establishments,  for  the  Year  ended  the  31st  March  1867- 


21.— ECCLESIASTICAL : 

OoVERNMBlfT  OF   IkDIA — GENERAL  AUD   POLITICAL: 

'  Salary  and  Visitation  Allowance  of  the  Lord  Bishop,  Salary  of  the  Domestic  Chaplain,^ 
Archdeacon,  &c.     -.----•-•----J 

Oude : 
Ecclesiastical  Establishment  .----------- 


Central  Provinces : 
Ecclesiastical  EstabUshment 

British  Burmah : 
Ecclesiastical  Establishment 


East  and  West  Berar : 

Ecclesiastical  Establishment 


Eastern  Settlements : 
Ecclesiastical  Establishment 


Bengal : 
Ecclesiastical  Establishment 


North  Western  Provinces : 
Eoeinaiastical  Establishment 


Punjab : 
Ecclesiastical  Establishment  and  Allowances 


Madras: 
Ecclesiastical  Establishment!  indading  Salari^es  of  the  Bishop^  ArchdeaeoOf  &o» 

Bombay  and  Sind : 
Ecclesiastical  Establishments,  indading  Salaries  of  the  Bishop,  &c      -        - 


£. 


9,565 


8,051 


8,880 


4,579 


284 


2,224 


24,459 


15,141 


15,811 


86,188 


80,278 


Total  Ecolbsiastical    •    -    -    £. 


£. 


144,860 
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Google 


Appeiffiz  II.] 


GOySRNHSMT  OF  INBIA,  FOB  THB  TEAR   1806-67. 


43 


No.  21.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  account  of  Medical 
Services^  for  the  Year  ended  the  31st  March  1867. 


22.— MEDICAL  SERVICES  : 
OoYBRNMEjrr  or  lamiA — Gxhbral  ajts  Poutical: 

Medical  Establishment,  including  Hospitals  and  Dispensaries 


Oude : 
Medical  Establishment^  including  Lunatic  Asylomi  Hospitals  and 


nes 


Central  Provinces : 

Medical  and  Vaccine  EstablishmentSy  including  Lunatic  Asylum,  Hospitals,  and  Dis- 
pensaries     --..---------. 

British  Burmah : 
Medical  and  Vaccine  Establithments,  including  Hospitals  and  Dispensaries  - 


East  and  West  Berar : 
Medical  and  Vaccine  Establishments,  and  Allowances  for  Medical  purposes  • 
Grants  for  Medical  purposes       ...-••••. 


Eastern  Settlements : 
Medical  Establishments,  including  Lunatic  Asjlum,  Hospitals,  and  Dbpensaries    - 
Grants  to  private  Medical  Establishments     ..«•-•.- 


Bengal : 

Medical  and  Vaccine  Establishments,  including  Chemical  Examiner  to  Gk>Temment,1 
Lunatic  Asylum,  Hospitals  and  Dispensaries     -••....•j 

Grants  to  private  Medical  Establishments     --...•.. 

North  Western  Provinces : 

Medical  and  Vaccine  Establishments,  including  Chemical  Examiner  to  Government,') 
Hospitals  amd  Dispensaries      --•--•••••        .j 


Grants  for  Medical  purposes       ....•...•.• 

Punjab : 

Medical  and  Vaccine  Establishments,  including  Chemical  Examiner,  Lunatic  Asylum,^ 
Hospitals  and  Dispensaries      -••••«.        •••••j 


Madras: 

Medical  and  Vaccine  Establishments,  including  Chemical  Examiner,  Lunatic  Asylum,^ 
Hospitals  aad  Dispensaries      -----••        ...^ 


Bombay  and  Sind : 

Medical  and  Vaccine  Establishments,  including  Chemical  Examiner^  Lunatic  Asylum," 
Hospitals  and  Dispensaries      - --.^ 

Grants  to  private  Medical  Establishments    -••...... 


Total  Medical  Services 


£. 


1,905 
24 


6,607 
110 


66,661 
8,162 


81,010 
2,801 


67,024 
68 


£. 


£. 


191 


8,421 


18,181 


8,072 


1,929 


6,617 


68,718 


83,410 
26,247 

49,988 


67,087 


261,801 


270. 
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FINANCE   AND    REVENUE  ACCOUNTS   OP  THE 


[Part  I. 


No.  22.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  account  of  Stationery 
and  Printing,  for  the  Year  ended  the  31st  March  1867- 


28.— STATIONERY  AND  PRINTING: 

GOVERNMSNT  OP  InDU— GENERAL  AJfD   POLITICAL: 

Printing  Establishments  in  the  Secretariats  and  Office  of  Acoounty  including  Charges^ 
for  Printing  executed  at  the  Military  Orphan  Press,  &c.    .----( 


Oude : 
Printmg  Establishment  and  Charges 

Central  Provinces : 
Printing  Establishment  and  Charges 

British  Burmah : 
Printing  Establishment  and  Charges 

East  and  West  Berar : 

Printing  Establishment  and  Charges 

Eastern  Settlements : 
Printing  Charges        -        .        - 
Purchase  of  Stationery 


Bengal : 
Stationery  Office  at  the  Presidency 
Printing  Establishments  and  Charges 
Purchase  of  Stationery 


North  Western  Provinces : 
Printing  Establislimcnts  and  Charges  • 


Punjab : 
Printing  Establishments  and  Charges 

Madras : 
Stationery  Office  at  the  Presidency 
Printing  Establishments  and  Charges 
Purchase  of  Stationery 


Bombay  and  Sind : 
Stationery  Office  at  the  Presidency 
Printing  Establidiments  and  Charges 
Purchase  of  Stationery 


Total  Stationery  and  Priktino  in  India 


IN   ENGLAND: 


'Stores     ------ 

Other  Payments  as  in  Home  Accounts 


2S1 
114 


6,741 
22,673 
12,609 


717 
22,797 
10,298 


1,678 

18,116 

e,604 


Total  Stationery  and  Peintinq    • 


-    £. 


£. 


84,884 


2,648 


6,074 


2,768 


1,882 


895 


41,018 
28,317 

7,966 


88,807 


26,192 


180,296 


117,178 
4,890 


801,764 
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No.  23.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  account  of  Political 
Agencies  and  other  Foreign  Services,  for  the  Year  ended  the  3l6t  March  1867- 


24— POLITICAL  AGENCIES  AND  OTHER  FOREIGN  SERVICES ; 

Government  of  India — General  and  Poutigal: 

Residents  and  Political  Agents,  &c.,  at  Foreign  Courts:   Salaries  and  Allowances,! 
Establishments  and  Contingent  Charges        «.«--.        .-j 

Durbar  Presents,  and  Allowances  to  Vakeels,  &c.        -..--- 

Sundry  Items    -.----.---•-- 

Central  Provinces : 
Durbar  Presents        .-...----.-- 


British  Burmah : 

Political    Establishments    and  Charges,    including    Expenses    on    account    of  Statel 
Prisoners       --.--•-...-•..j 

Mission  to  Mandalay         --•-----.-. 

Eastern  Settlements : 
Miscellaneous    ---------.-•- 


Benoral ; 


Political  Establishments  and  Charges  .        .        .        .        - 

Durbar  Presents,  and  Allowances  to  Vakeels,  Natives  of  Bank,  &o. 
fihootan  Charges       ---.••--- 


North  Western  Provinces : 

Political  Establishments  and  Charges 
Sundry  Items    -        •        •        .        - 


Punjab : 

Pay  of  British  Envoy  at  Cabool,  and  other  Political  Establishments  and  Charges 
Durbar  Presents        --.-.------. 

Sundry  Items    --•-•---•••-. 


Madras : 

Residents  and  Agents  at  Foreign  Courts:  Salaries,  Establishments,  and  Contingent! 
Charges        ---------.-.-.J 

Charges  on  account  of  State  Prisoners        *---...- 

Bombay  and  Sind : 

Residents  and  Agents  at  Foreign  Courts:  Salaries,  Establishments,  and  Contingent! 
Charges        .--'-         ..........j 

Durbar  Presents  and  Allowances  to  Natives  of  Rank,  &c.    •        •        .        .        . 

Sundry  Items    ------•-----. 


Payments  as  in  Home  Accounts 


£. 


64,310 

84,256 
762 


6,076 
8,820 


2,478 
021 
426 


82,674 
878 


6,289 
8,747 
1,090 


8,965 
168 


60,801 

8,269 
17,738 


Total  Political  Agencies  and  other  ForbignI 
Services  in  India        •        .        .        •        .j 

IN   ENGLAND: 


Total  Poutical  Agencies  and  other  Foreign^ 
Services         -        -        -        •        •        -        -J' 


£. 


89,827 

287 


9,896 
5 


8,820 


38,052 


10,976 


9,123 


81,808 


288,289 


28,800 


267,098 


270. 
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FINANCE   AND   REVENUE   ACCOUNTS   OF   THE 


[PartL 


No.  24.— GENERAL  ABSTRACT  ACCOUNT  of  the  Allowances  and  Assignments  out 
of  the  Revenues,  in  accordance  with  Treaties  or  other  Engagements,  in  the  Year  ended 
the  31st  March  1867. 


26.— ALLOWANCES    AND   ASSIGNMENTS    UNDER   TREATIES 
AND  ENGAGEMENTS: 

GOTBEVMBVT  OF  IkdTA GeKB&AL  AND  ToUTICAL  : 


Pension  of  Wazed  Ally  Shah,  ex-King  of  Oude  ------- 

Proportion  of  Pension  of  Maharajah  Dulleep  Sinf^       -•.... 

Pension  to  Ally  Bahadoor,  ex-Newab  of  Banda«  including  Allowance  to  the  Family  of  1 

the  late  Zoomcar  Ally    --.--...----/ 
Stipends  and  Extra  Allowances,  &o.,  to  His  Highness  Prince  GK>lam  Mahomed,  son  of  1 

tne  late  Tippoo  Sultan    -----------        -j 

Pensions  to  tne  Family  of  the  ex-Rajah  of  C5oorg         ------- 

Compensation    -------------- 

Pagoda  and  Mosque  Allowances         ---*•-.--. 
Pensions  exceeding  6,000  rupees  per  annum,  but  not  exceeding  20,000  rupees  peA 

annum  --------------        -j 

Pensions  not  exceeding  6,000  rupees  per  annum  -------- 

Total  Goysrnment  op  India — General  and  PoLmcAL 


O  U  D  E; 


Tersitoeial  and  Political  Pensions  : 

Newab  Malka  Jehan  -«----. 

Newab  Sooltan  Begum       .        -        •        -        -       ^        • 
Malk  Dooran  Newab  Rookya  Sooltan  Begum     -        -        - 
Political  Pensions  not  exceeding  20,000  rupees  per  annum    - 
Pensions  not  exceeding  6,000  rupees  per  annum  -        -        - 
Maafee  Compensation        -        -        -  -     -        -        - 

Miscellaneous    --------- 


CENTRAL  PROVINCES: 


Gond  Rajah  Salliman  Shah        -.-.-.... 

Janojee  Rao  Bhonslah  Rajah  Bahadoor,  and  the  Widows  of  the  late  Ruler  - 
Trimbuokjee  Nana  Aeeher  Rao  --------- 

Eshwant  Rao  Goojur  --------.. 

Purbut  Rao  Goojur  ------.---• 

Pensions  exceeding  6,000  rupees,  but  not  exceeding  20,000  rupees  per  acnnum 
Pensions  not  exce^ing  6,000  rupees  per  annum  ---•-• 


EAST  AND  WEST  BBRAR: 


Pensions  to  Maharatta  Salianadars 

Maharatta  Choute      ---.-.-- 
Political  Pensions,  including  Charitable  and  Religious  Grants 


Total  East  and  West  Berar 


EASTERN  SETTLEMENTS: 


Political  Pensions  exceeding  6,000  rupees  per  annum 

Ditto    -    -    -  under  6,000  rupees  per  annum 
Local  Fessions  (Compensation  to  Landowners)    • 


£. 


116,000 
1,100 

8,800 


8,809 

897 
6,897 
1,279 

18,066 

16,492 


.     £. 


6,760 

600 

1,800 

29,497 

48,684 

672 

4,683 


Total  Oude    - 


9,794 

17,876 

917 

8,278 

699 

6,816 

49,684 


Total  Central  Provinces    - 


£. 


8,869 

10,811 

2,166 


2,886 

1,879 

768 


Total  Eastern  Settlements    -    -    -    £. 
Carried  forward    -    -    -  £• 


£. 


169,920 


92,686 


88,858 


16,885 


5,028 


862,827 
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No.  24. — General  Abstract  Acconnt  of  the  Allowancei,  &c  ont  of  tlie  Revennee,  for  Year  ended  8 1  March  1 867 — cont* . 


Brought  forward 
26. — Allowances^  &c.  unseb  Treaties  and  'EvQAsmnntB^'^ontimied. 

BENGAL: 

Stipends  and  Allowances  of  the  Nizahut: 

His  Highness  Newab  Nazim's  Personal  Allowance  .... 

Her  Highness  Munnee  B^um  ---.-..- 
Mnnnee  and  Buhoo  Begums  Estabiishmenta  --.... 
Rajmehal  Family  -...-....• 

Syed  Azeem  Ally  Khan  -.-....-. 
lutisoonnissa  Begum  (Widow  of  Hnmayoonjah)     -        •        •        .        . 

Syed  Sufdarah  Khan 

Newab  Shumshe  Jehan  Begum  (Consort  of  Furreedoonjah)  -  .  . 
Newab  Mulkzumaneeah  Begum  ^Second  wife  of  ditto)  .... 
Allowances  to  various  Chiefs,  their  Families  and  Dependents,  exceeding^ 

5,000  rupees,  and  not  exceeding  20,000  rupees  per  annum    -        •        -  / 
Allowances  to  various  Chiefs,  their  Families  and  Dependents,  not  exceedO 

ing  6,000  rupees  per  annum        .-.---..j 


Pensions  and  Charitable  Allowances  : 


Rajah  Bhoop  Sing  (Grandson  of  Rajah  Kulyan  Sing) 
Unno-chutter  charges  paid  in  Cuttac*k    •        .        • 


Compensation  to  the  Bhooteeahs  for  the  resumption  of  Dooais  in  Assam  • 
Pensions  not  exceeding  6,000  rupees  per  annum      i»       •        •        *       • 


Compsnsaxions  : 

BaU. 

Compensation  payable  under  Convention  with  the  French  Government  in 
lieu  of  Salt  formerly  supplied  to  them        .        .        •        .        • 

Sat/er. 

Compensations  exceeding  6,000  rupees  per  annum  •        •        •        • 
Ditto   -    •   not  exceeding  6,000  rupees  per  annum     ... 


;} 


£. 


67,161 
46,144 
2,188 
2,769 
4,928 
9,160 
870 
4,107 
4,107 

14,067 
22,100 


2,387 

694 

8,600 

1,496 


61,970 


1,490 
1,971 


Total  Bsnqal 


NORTH  WESTERN   PROVINCES: 

Territorial  and  Political  Pensions: 

Ishreepersad  Narain  Sing,  Rajah  of  Benares  .... 

Pensions  exceeding  6,000  rupees,  and  not  exceeding  20,000  rupees  perl 
annum  each  -.-..•-.---J 
Rajah  Bulwant  Sing  .----.... 
Pensions  granted  on  the  resumption  of  Maafee  Tenures  ... 
Political  Pensions  under  6,000  rupees  per  annum  •  •  •  • 
Ex-Rajah  of  Coorg .... 


Pensions  and  Charitable  Allowances: 

Charitable  Pensions  not  exceeding  20,000  rupees  per  annum    - 
Pensions  and  Charitable  Allowances  under  6,000  rupees  per  annum 


Satbr  Compensation: 


Rajah  Mohender  Sing 

Miscellaneous  Compensations  under  6,000  rupees  per  annum 


7,600 
9,244 

2,20ft 
10,162 
14,848 

8,070 


8,862 
12,166 


2,209 
6,068 


270. 


Total  Nosm  Western  PnoviNei 
Carried  forward 
F4 


176,606 


7,929 


£. 

862,827 


66,481 


-     £. 


47,014 


16,60d 


7,262 
-    -    -    £. 


-    -    £. 


289,866 


69,7M 


672,477 
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FINANCE    AND    REVENUE   ACCOUNTS   OF  THE 


[PartL 


No.  24. — General  Abstract  Aocount  of  the  Allowances^  &c,  out  of  the  Reyenoes,  for  Year  ended  81  March  1867 — owt*. 


Brought  forward 
36.— Allow ANCESy  Jcc.  under  Treaties  and  Enoagembhts— conttnt^. 

PUNJAB: 


Terrftorlal  and  Political  Pensions  : 

Rajah  Bukht  AUy 

Murdan  Sing        -.--•--.--. 

Rajah  Fyztullub  Khan  -        -        -        -- 

Rajah  Jeswant  Sing      .-----.-.- 

Sirdar  Saleh  Mahomed  Khan         ........ 

Mohun  Loll  --..-.....- 

Bahadoor  Jhuug  Khan  ......... 

Sirdar  Dewa  Sing         --•-.-.... 

dirdar  Mahomed  Hossein  Elhan    -        •        -• 

Sirdar  Sooltan  Seconder         ......... 

Nazir  Kharoolla   .---...-.-- 

Mirza  EUahee  Box        ....-....- 

Ajoodiah  Pershad  .-...-..-. 

Stipends  of  Ranees  of  deceased  Maharajahs,  including  Allowances  tol 
Dependents  and  Adherents  ........j 

Pensions  imder  5,000  rupees  pet  annum  granted  on  the  resumption  ofl 
MaafTee  Tenures         ...-...-.-j 

Political  Pensions  imder  5,000  rupees  per  annum    .... 


Pensions  and  Charitable  Allowances: 


Pension  of  Mirza  Ellahee  Bux       ....... 

Tension  of  Ranee  Kissen  Kour  of  the  late  Rajah  Bullub  Ghur 
Tension  of  Konr  Khoshal  Sing 
*  Charitable  Allowances  under  5,000  rupees  per  annum    '  • 

Sater  Compensation. 

Allowances  to  Rajahs  and  odiers,  in  lieu  of  Customs,  Transit  Duties,  &c.,1 
abolished  --•----...        ..j 


1,540 
880 
917 
917 

1,100 
550 
168 
660 
87 
550 
750 
500 
650 

3,986 

28,929 
21,070 


£. 


875 

550 

500 

86,050 


68,254 


87,975 


8,472 


Total  Punjab    -    -    -    £. 


M  A  D  R  A 


Tanjore 


^Allowances  to  the  Relatives,  Servants,  &c.  of  his  Highness  the  late  Rajahl 
of  Tanjore,  including  Commutation  of  Pensions,  &c.    ...       -J 

Allowances  to  the  Family  of  the  late  Rajah  Ameer  Sing 


Masulipatam : 
Stipends  to  the  Family  of  the  late  Newab  of  Masulipatam 

Ceded  Districts : 

Stipends  and  extra  Allowances  to  the  Families  of  the  late  Hyder  Ally  Khanl 
Mid  TiDpoo  Saltan,  exclusive  of  payments  made  in  Bengal  .       -       -J 


41,059 
909 


Carried  forward    •    - 


£. 


41,968 


8,456 


4,011 


49,485 


£. 
672,477 


104,701 


777,178 
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No.  24. — General  Abstract  Account  of  the  Allowances,  &c.  out  of  the  Revenues,  for  Tear  ended  81  March  1867 — cont^. 


Brought  forward 
25. — Allowances,  &c.  under  Treaties  and  Engagements— con^timec^. 
Madras — continued. 

Compensations,  Pensions,  and  Charitable  Allowances: 

Pagoda  and  Mosque  Allowances,  and  Compensations  in  lieu  of  resumed! 
Lands,  Offices  and  Privileges,  including  Salt  Compensations        -        -  j 


Pensions  and  Charitable  Allowances  -•..... 
Pagoda  and  Mosque  Allowances  ..--.--- 
Allowances  to  Zemindars,  Jageerdars,  and  Enamdars,  &c.       .        .        - 

Camatic : 

Territorial  and  Political  Pensions  : 

Pensions,  &c.  to  the  Families  and  Dependents  of  the  late  Kewabs,  and  to^ 
the  Camatic  Family  and  Dependents,  &c.    -        ...        -        -j 

Stipends,  &c.  to  Prince  Azeem  Jah  Bahadoor         •        •        .        •        . 

Payment  to  the  French  Government  at  Pondicherry  on  account  of  tbel 
Arrack  Farm  in  the  French  Pettah  at  Masulipatam     .        .        -        .j 

Kurnal : 

Stipends  to  the  Family  and  Dependents  of  the  Newab  of  Kurnal 


£. 


98,495 

4,166 

4,908 

27,047 


66,767 

12,700 

856 


Total  Madras 


BOMBAY    AND    SIND: 

Pensions  to  the  Family  and  Dependents  of  the  late  Newab  of  Surat 

Newab  Mahomed  Ally  Khan  Bahadoor 

Aecsaheb  Maharaj         ......... 

Subsidy  to  the  Khan  of  Khelat 

Pertab  Rao  Goojur 

Various  Pensions  and  Allowances  above  6,000  rupees  and  under  10,0001 
rupees  per  annum      ----.-....j 

Pensions  not  exceeding  6,000  rupees  per  annum,  including  Commutations 

Enamdars  and  Surrunjamdars         ---..... 

Sityer  and  Miscellaneous  Compensations 

Sultan  Fudil  Malisin  of  Lahej 

Allowances,  &c.,  to  the  Ex- Ameers  of  Sind  and  others     -        -        -        . 

Commutation  of  fractional  parts  of  Enams      ---..- 

Cristna  Rao  Wittul 

Dewasthan  and  Wurshasun  Allowances  .--.-. 


£. 
49,486 


184,616 


68,822 


10,718 


-     £. 


9,167 
4,687 
6,600 
6,000 
1,200 

6,948 

89,462 

886,109 

24,656 

1,294 

26,398 

11,260 

2,202 

149,606 


Total  Bombay  and  Sind    -    -    -    JC. 
Total  Allowances  and  Assignments  out  of  the  Revenues  in  India,  &c.    -    -    -    £. 

IN    ENGLAND. 
Payment?  as  in  Home  Accounts       - 

Total  Allowances  and  Assignments  out  of  Revenues,  &c.    -    -    -    £. 


270. 


o 


£• 
777,178 


268,691 


671,284 


1,712,003 


83,167 


1,746,170 
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No.  25.— GENERAL  ABSTRACT  ACCOUNT  of  Miscellaneous  Charges,  for  the  Year 

ended  the  31st  March  1867- 


26.— MISCELLANEOUS. 

Government  of  India— General  and  Political; 

Allowances  to  Civil  Servants  out  of  employ,  and  to  those  qualifying  for  the  Pnblici 
Service  -:--.--...----j 

Loss  by  difference  of  Exchange,  and  discount  on  Supply  Bills      .... 

Assessments  and  Rates  on  Government  Buildings        ...... 

Special  Commissions  of  Inquiry  -        .- 

Cnarges  for  remittance  of  Treasure      -.-...... 

Sundry  Items    -...--. 


Oude  : 

Subsistence  Allowance  to  Civil  Servants  out  of  employ,  and  to  those  qualifying  for  the* 
Public  Service        --.-...--.... 

District  Ddk  Establishment  and  Contingencies 

Charges  for  remittance  of  Treasure     .- 

Charges  on  account  of  Public  Exhibitions -- 

Sundry  Items    .-.----------. 


Ceotral  Provinces : 

District  D4k  Establishment  and  Contingencies 
Discount  on  Supply  Bills  .        -        -        - 
Rewardsfor  Destruction  of  Wild  Animals  - 
Sundry  Items    ----.- 


British  Burmah : 


Charges  for  remittance  of  Treasure 
Conservancy  Assignments  ... 
Rewards  for  Destruction  of  Wild  Animals 
Charges  on  account  of  Public  Exhibitions 
Sundry  Items 


East  and  West  Berar : 


District  Dkk  or  Tappal  Establishment,  and  Contingencies  * 
Loss  by  difference  or  Exchange  and  discount  on  Supply  BUls 
Sundry  Items 


Eastern  Settlements 


Loss  by  difference  of  Exchange  -  -  -  - 
Assessment  and  Rates  on  Government  Buildings  ; 
Sundry  Items    ------- 


Bengal : 

Allowance  to  Civil  Servants  out  of  employ,  and  to  those  qualifying  for  the  Public! 
Service  --        -        -*        -        -        -        -*-        -        -        -        -        -J 

Charges  on  account  of  Public  Exhibitions  -.---... 
Charges  for  remittance  of  Treasure      ----..-.. 

Assessment  and  Rates  on  Government  Buildings  ...... 

Donation  to  District  Charitable  Society,  kc.        ....... 

Rewards  for  killing  Wild  Animals      .----..-. 

Bhootan  Expedition  Charges       -..-...-.. 
Famine  Relief  Charges       .--..-..... 

Sundry  Items 


£. 


d,476 

158,584 

2,702 

475 

25,268 

12,626 


156 

2,856 
178 
249 
846 


8,490 

966 

5,815 

5,817 


1,244 

440 

44 

500 

958 


480 

6,519 

466 


788 
825 
376 


899 

8,990 
2,841 
5,272 
1,824 
1,248 
807 
848,575 
3,597 


Carried  fivward  - 


£. 


208,076 


8,280 


16,088 


3,186 


7,466 


1,989 


868,058 


608,087 
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No.  26. — General  Abstract  Account  of  Miscellaneous  Charges,  for  Year  ended  3Ist  March  1867 — continued. 


Brought  forward    -    - 
26.— MiscEUJLirBOVs — oontmueA 

North  Western  Provinces : 

Subsistence  Allowance  to  Civil  Servants  out  of  employ,  and  to  those  qualifying  for  thel 

Public  Service        -----.        --.----j 

Endowed  Gardens,  Tea  Nurseries  and  Plantations       ...... 

Books  and  Publications  purchased  by  Government      - 

Discount  on  Supply  Bills  ........... 

Charges  for  remittance  of  Treasure      ^.        ....... 

District  D&k  Establishment  and  Contingencies     ••..... 

Charges  on  account  of  Public  Exhibitions   ...-...- 
Donations  for  Charitable  purposes       «.....-.. 

Rewards  for  killing  Wild  Animals 

Compensation  for  Losses  sustained  during  the  Mutiny  -..-.- 
Sundry  Items - 


Punjab : 

District  D4k  Establishment  and  Contingencies 
Tea  Nurseries  and  Plantations     -        «        . 
Discount  on  Supply  Bills  .        -        -        - 
Charges  for  remittance  of  Treasure 
Purchase  and  keep  of  Stallions   -        .        - 
Rewards  for  killing  Wild  Animals    ^  - 
Charges  on  account  of  Public  Exhibitions   * 
Sundry  Items 


Madras  : 

Allowance  to  Civil  Servants  out  of  employ,  and  to  those  qualifying  tor  the  Publicl 
Service  -.--..-.-'.-.-       -J 

Rewards  for  killing  Wild  Animals      -        --        - 

District  Dkk  or  Tappal  Establishment  and  Contingencies     ..... 

Charges  for  remittance  of  Treasure -. 

Loss  by  difference  of  Exchange  - 

Purchase  of  Books  and  Publications  -----.-.- 

Donations  for  Charitable  purposes       -- 

Assessment  and  Rates  on  Government  Buildings  .-..-« 

Sundry  Items     .--.-•-•--..- 


Bombay  and  Sind : 

Allowance  to  Civil  Servants  out  of  employ,  and  to  those  qualifying  for  the  Public! 
Service  .------.        .--..-j 

District  D&k  Establishment  and  Contingencies 

Charges  for  remittance  of  Treasure  -.--.--.. 
Loss  by  difference  of  Exchai^e  and  Discount  on  Supply  Bills  .... 
Conservancy  Charges  and  Contribution  to  Municipal  Funds  .... 
Cotton  Experiments  ...--.----.. 
Special  Commissions  of  Inquiry  .-...-.-. 

Rewards  for  killing  Wild  Animals 

Donations  for  Charitable  purposes  -...-..-. 
Government  Stallion  Charges  --.--.---- 
Sundrv  Items    --• 


Total  Miscrllakeous  in  Iitdia 


IN    ENGLAND: 


Stores 

Other  Payments  as  in  Home  Accounts 


ToTiX   MlBCXLLAKBOVS 


288 

4,980 

886 

42 

1,837 

5,996 

381 

640 

606 

4 

2,466 


4,012 

696 

494 

1,456 

1,813 

2,268 

786 

8,157 


2,846 

1,966 
10,618 
10,445 

5,617 

884 

88,781 

1,898 
21,265 


2,818 

7,075 
2,854 
1,172 
188 
0J242 
1,078 
1,468 
2,158 
1,207 
28,981 


603,087 


17,968 


14,181 


94,065 


49,731 


779,032 


5,213 
177,272 


961,617 


270. 


G  2 
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FINANCE   AND    REVENUE    ACCOUNTS   OF   THE 


[Parti. 


No.  26.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  on  Account  of  Super- 
annuation, Retired^  and  Compassionate  Allowances,  for  the  Year  ended  the 
31st  March  1867. 


27.— SUPERANNUATION,  RETIRED,  AND  COMPASSIONATE 

ALLOWANCES: 

Government  of  India — General  and  Political: 

Snperanoiiation  and  Retired  Allowances  of  the  Reyenue  and  other  Public  Departments  - 
Compassionate  Allowances         .-..---..-- 
Gratuities  -.----..------ 

Donations  to  Serriee  Funds        ---- 

Oudh: 

Superannuation  and  Retired  Allowances  of  the  Reyenne  and  other  Public  Departments  - 
Compassionate  Allowances  .«..-...-.- 
Gratuities 


Central  Provinces : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  • 

Compassionate  Allowances - 

Gratuities  -- ,..--. 


British  Burmah : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  • 
Gratuities  - 

East  and  West  Berar : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  • 
Compassionate  Allowances  ........... 

Gratuities  ....--...-.-.. 


Eastern  Settlements : 
Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  - 

Bengal : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  - 
Compasiiionate  Allowances  ........... 

Gratuities  .............. 


North  Western  Provinces : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  - 
Compassionate  Allowances         ........... 

Gratuities  --.-.....-.--. 

Punjab : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  - 
Compassionate  Allowances  ..-.-.....- 
Gratuities 


Madras : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments  < 
Compassionate  Allowances  --..-.-.... 

Gratuities  ..-.-....-..., 

Donations  to  Service  Funds        .-...-...-. 


Bombay  and  Sind : 

Superannuation  and  Retired  Allowances  of  the  Revenue  and  other  Public  Departments ' 
Compassionate  Allowances  ....-.--... 

Gratuities  .............. 

Donations  to  Service  Funds       -- 


16,676 

14,81S 

8,617 

66,662 


2,898 

639 

97 


11,811 

48 

289 


2,104 
196 


270 

26 

100 


1,622 


42,467 
8,801 
6,968 


22,812 

6,644 

262 


10,198 
4,986 
1,066 


89,166 

9,748 

8,481 

169,997 


46,410 
6,809 
8,682 

69,600 


Total  Superannuation,  Retired^  and  CompassionatbI       ^ 
Allowances  in  India     -        -        -        -        -        .j    *  *" 

IN    ENGLAND: 


Payments  as  in  Home  Accounts 


Total  Superannuation,  Retired,  and  Compassionate  1       ^ 
Allowances      -        -        -        -        -        -        -        .f*** 


90,672 


8,129 


12,148 


2,800 


396 


1,622 


61,721 


29,218 


16,188 


212,887 


126,461 


646,082 


221,440 


766,472 
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No.  26  A.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  in  ENGLAND  on  account 
of  Civil  Furlough  and  Absentee  Allowances,  from  1st  May  1866  to  Slst 
March  1867- 


Bengal 

Madbas     --.--.-. 
Bombay     -•-----. 


£.  9.  d. 

47,086  8  11 

14,297  1  11 

17,922  18  8 


79,805  4  1 


No.  27.— GENERAL  ABSTRACT  ACCOUNT  of  the  Army  Charges,  for  the  Year  ended 

the  31st  March  1867. 


ARMY. 

I. — Efpectiyb  Sebvicbs: 

Annv  and  Garrison  Staff 

Administrative  Sta£P         . 

Regimental  Pay  and  Allowances       .        .        -        .        . 

Commissariat    •- 

Stud  and  Remoont  •--••-•- 

Clothing 

Barrack  -- 

Martial  Law    •-. 

Medical  --........ 

Ordnance         ••.....•. 

Ecclesiastical    --••..... 

Education 

Sea  Transport  -• 

Miscellaneous  -        -• 
Volunteer  Corps       ---..... 

II. — NoN-EFPECTiyB  Sbbyicbs: 
Rewards  ----....•- 

Retired  Officers 

Pensions  to  Officers  ....... 

Pensions  to  Widows  and  Orphans     .        .        -        .        . 
Civil  Pensions  and  Gratuities 

£. 


Government 
of  India. 


£. 

227,264 

91,662 

8,612,018 

1,429,686 

166,777 

69,099 

198,214 

16,766 

201,936 

^  196,002 

12,216 

35,662 

164,772 

91,389 

1,472 


11,824 

6,288 

194,024 

3,706 

6,668 


6,719,778 


Madras. 


£. 

116,618 

47,879 

1,442,684 

686,108 

30,760 

17,871 

46,748 

12,856 

96,888 

107,298 

4,444 

2,019 

66,468 

286,616 

2,701 


4,617 
9,872 
249,144 
8,118 
6,821 


3,076,799 


Bombay. 


£. 

123,064 

48,078 

1,240,204 

649,990 

7,458 

28,146 

77,085 

8,686 

94,744 

117,659 

4,611 

9,104 

84,898 

148,811 

20 


2,448 
2,018 
95,466 
2,288 
4,754 


2,648,806 


Total  Aemt  Chabobs  in  India    -    -    -    £, 

IN  ENGLAND: 
Stores 

Other  Payments  as  in  Home  Accounts ;  viz. :  £. 

Effective  Services  •*--•.        •••..,.i  790  501 
Non-Efiective  Services    •••>.••• ]  04g  g^^ 


Total  Abut  Chabobs    .    .    .    £. 


270. 


03 


12,440,383 


556,062 


2,829,846 


15,825,791 
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FINANCE  AND   RBVENUE    ACCOUNTS   OF   THE 


[Parti. 


No.  28.— GENERAL  ABSTRACT  ACCOUNT  of  the  Amount  expended  for   Buildings, 
Roads,  and  other  Public  Works,  for  the  Year  ended  the  31st  March  1867. 


PUBLIC   WORKS. 

Military  Buildings. 

Oude 

Central  Provinces  .  -  -  -  - 
British  Burmah  ..... 
East  and  West  Berar  .... 
Eastern  Settlements  -        -        -        .        . 

Bengal 

North  Western  ProTinces  ... 

Punjab 

Madras 

Bombay,  inclading  Sind  -        -        .        - 


Minor  Administrations: 


Coorg     - 
Central  India 
Rajpootanah 


Total  Miutart  Buildings 


Conslraction 

ofMiUtary 

Buildings  and 

FortiflcationB. 


CnriL  Administration  : 

Oude 

Central  Provinces 

British  Burmah 

East  and  West  Berar  • 

Eastern  Settlements 

Bengal 

North  Western  Provinces  --.... 

Punjab -- 

Madras 

Bombay,  inclading  Sind  ••-.... 

Minor  Administrations: 

Coorg - 

Central  India 

Rajpootanah    -        .*...-.. 

Total  Civil  Adionistration    -    -    -    £. 


£. 

66,^72 

88,637 

87,886 

84,687 

8,728 

96,981 

177,024 

262,086 

81,928 

492,962 


Repairs. 


22,162 
26,860 


1,828,728 


£. 

7,666 

6,786 

7,646 

6,627 

1,866 

82,472 

41,248 

41,106 

14,940 

40,919 


8 
2,890 
8,826 


Total. 


206,278 


Conitrnction  of 
CirUBnUdings 

in  all 
Departments. 


£. 
88,964 
61,411 
61,179 
21,626 
6,478 

118,769 
76,427 
86,716 
68,696 

166,848 


1,866 
2,999 
8,994 


641,866 


Repairs. 


£. 

1,892 

8,777 

8,988 

817 

1,962 

88,714 

12,888 

10,488 

9,692 

28,868 


.  09 

1,228 

474 


108,697 


£. 

64,628 

46,822 

46,082 

40,214 

6,679 

128,468 

218,272 

808,141 

96,868 

688,871 


8 
24,642 
29,176 


TotAl. 


£. 
86,866 
66,188 
66,112 
22,448 
8,426 

147,478 
87,760 
46,164 
78,287 

188,701 


1,464 


4,468 


Carried  forward  -  -  -  £. 


£. 


1,686,006 


760,668 


2,286,669 
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No.  28. — General  Abstract  Account  of  the  Amount  expended  for  BuildingSy  kc^  for  Year  ended  81  March  1867 — cont^. 


Brought  forward    «    -    • 
PuBUc  Works — coniinuecL 

PuBUG  Improvemekt: 

Oude 

Central  Provinces     .------- 

British  Burmah        ........ 

East  and  West  Berar 

Eastern  Settlements  .-.-.-.- 

Bengal     -..- 

Norm  Western  Provinces  ...... 

Punjab  --.-..--•. 
Madfras  -...-..--- 
Bombay,  including  Sind  .--.---- 

Minor  AnMnriSTRAnoNS : 

Coorg      ....--•--- 

Central  India  ---....-- 
Rajpootanah    --...---- 

Total  Pubuc  Improybmekt    •    -    -    £. 


CoDstniction  of 
Roads,  Bridges, 
Canals,  Tanks, 
Embankments, 
Sec 


£. 


ESTABUSHMBNT  AND  OTHER  MiSCELLANBOUS  CHARGES  : 


Oude       «        .        .        . 
Central  Provinces     - 
British  Burmah 
East  and  West  Berar 
Eastern  Settlements  - 
Bengal     •        -        .        - 
Norm  Western  Provinces 
Punjab    -        -        -        - 
Madras    «        .        -        - 
Bombay^  including  Sind   - 


Minor  Administrations: 


Coorg 
Central  India 


84^140 

70,908 

68,868 

26,490 

7,928 

240,688 

99,408 

87,472 

108,844 

462,836 


4,018 

19,699 

4,460 


1,214,697 


Repairs. 


£. 


9,291 

19,228 

9,187 

8,269 

1,907 

97,866 

184,268 

111,046 

188,862 

67,811 


8,206 

10,089 

67 


644,626 


Total. 


£. 


Tools  and  Plant: 


Oude       .... 
Central  Provinces     - 
British  Burmah 
East  and  West  Berar 
Eastern  Settlements  - 
Ben^l     .... 
North  Western  Provinces  - 
Punjab    .... 
Madras    .... 
Bombay,  including  Sind  - 


Total  Establishment,  &c. 


Minor  Administrations: 


Coorg 

Central  India 
Rajpootanah 


270. 


Total  Tools  and  Plant 
Carried  forward 


G4 


48,481 

90,181 

67,990 

28,768 

9,886 

888,004 

288,676 

198,617 

297,206 

610,146 


7,814 

29,688 

4,617 


26,024 

62,422 

88,662 

16,989 

6,886 

144,208 

188,888 

122,987 

161,778 

181,876 


2,884 

12,067 

9,037 


-     £• 


1,440 

2,716 

2,121 

1,788 

469 

11,467 

28,886 

84,411 

6,689 

16,029 


1,006 

1,083 

127 


-  -     -     £. 

-  -     -     £. 

Digitized  by 


£. 
2,286,669 


1,869,228 


897,042 


102,670 


6,144,494 
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FINANCE  AND  REVENUE  ACCOUNTS  OP  THE 


[Part  L 


No.  28.— General  Abstract  Account  of  the  Amount  expended  for  Buildings,  &c.,  for  Year  ended  81  March  1867— conf*. 


Brought  forward    - 
PuBUC  WoKkfl — continued, 

Umclassified  Charges,  being  Patmekts  to  Contractors: 
Expenditure  on  Stock,  Purchase  of  Materials,  &c. 


Oude    - 
Punjab 


Minor  Administrations  : 


Central  India 
Rajpootana 


Deduct — Decrease  in  Balances,  i.e.,  refunds  from  Contractors  and 
Talue  of  Stores  issued  to  Works  and  included  in  above  Account, 
but  paid  for  in  previous  years : 

Central  Provinces 

British  Burmah    ----------- 

East  and  West  Berar     -- 

Eastern  Settlements        ---------- 

Bengal  -- .--.- 

Norui  Western  Provinces      -.------* 

Madras         -...-----.-- 

Bombay,  including  Sind --- 

Minor  Administrations: 
Coorg 

Oude  : 
Compensation  for  Lands  taken  for  Railways  ------ 


Central  Provinces : 

Compensation  for  Lands  taken  for  Railways 
Miscellaneous       -        -        .        -        • 


Bengal : 

Compensation  for  Lands  taken  for  Railways  and  Irrigation  and  Canal^ 
Companies         --.-.-..-- 

Consulting  Engineer  for  Railways  and  other  Civil  Establiskments ;  Sala-  \ 
ries.  Establishments  and  Contingent  Charges        .        .        -        . 

Consulting  Engineer  for  Irrigation  and  Canal  Company  and  other  Civill 
Establishments  -- •"/ 


North  Western  Provinces : 
Compensation  for  Lands  taken  for  Railway 

Punjab : 

Compensation  for  Lands  taken  for  Railway     •        .        -        -        • 
Consulting  Engineer  for  Railways  and  other  Civil  Establishments ;  Sala*^ 
ries,  Establishment  and  Contingencies         -        -        -    .    . 

IVfadras: 

Compensation  for  Lands  taken  for  Railway,  Irrigation  and  Canal  Com 
panics       -.-.--.-.--. 

Consulting  Engineer  for  Railways,  &c.;  Salaries,  Establishment  and  Con- 
tingent  Charges         ---....... 

Consulting  Engineer  for  Irrigation  and  Canal  Company  and  other  Civil"^ 
Establishments 


Carried  forward 


£. 


26,937 
7,821 


11,586 
464 


5,091 
18,284 

9,239 

1,431 
75,727 
1 1,545 

5,331 
103,591 


804 


19,150 
2 


88,979 

10,195 

517 


21,697 
7,504 


38,001 
4,683 
2,875 


5,144,494 


45,258 


5,189,752 


231^448 


19 


19,152 


94,691 
8,620 


29,201 


45,559 


192,242 


4,958,309 


4,958,309 
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No.  28. — General  Abstract  Account  of  the  Amount  expended  for  Buildings,  &c.j  for  Year  ended 

81  March  1867 — concluded. 


Brought  forward    -    -    - 
Public  WouKS^continued. 

Bombay  and  Sind : 

Compensation  for  Lands  taken  for  Railways        .        -        - 

Consulting  Engineer  for  Railways;  Salaries,  Establishment! 
.    and  Contingent  Charges        .        -        -        .        «        .j 

LOSS  BY  EXCHANGE  on  RAILWAY 
TRANSACTIONS. 

Government  of  India—General  and  Political: 

Loss  by  difference  of  Exchange  on  the  amount  drawn  in! 
India  by  the  East  Indian  Railway  Company  -        •        -J 

Deduce — Gain  on  Capital  and  Net  Tra£Sc  receipts 


Loss  by  difference  of  Exchange  on  the  amoUnt  drawn  in 
India  on  account  of  the  Jubbulpore  Line 

Loss  by  difference  of  Exchange  on  the  amount  drawn  in 
India  by  the  Eastern  Bengal  Railway  Company     - 

Deduct — Gain  on  Capital  and  Net  Traffic  receipts 


Loss  by  difference  of  Exchange  on  the  amount  drawn  in 
India  by  the  South  Eastern  Railway  Company 

Deduct — Gain  on  Capital  and  Net  Traffic  receipts 


-} 


Punjab : 

Loss  by  difference  of  Exchange  on  the  amount  drawn  in 
India  by  Punjab  Railway  Company       -        -        - 

Deduct — Gain  on  Cajiital  ----- 


-} 


Madras: 

Loss  by  difference  of  Exchange  on  advances  made  to  Madras^ 
Railway  Company         ......        .j 

Deduct — Gain  on  Capital  and  Net  Traffic  receipts 


Loss  by  difference  of  Exchange  on  advances  made  to  the 
Great  Southern  of  India  Railway  Company    - 

Deduct — Gain  on  Capital  and  Net  Traffic  receipts 


!} 


Bombay  and  Sind : 

Loss  by  difference  of  Exchange  on  advances  made  to  the^ 

Great  Indian  Peninsula  Railway  Company    -        -        -j 

Deduct — Gain  on  Capital  and  Net  Traffic  receipts 

Loss  by  difference  of  Exchange  on  advances  made  to  the"! 
Bombay,  Baroda,  and  Central  India  Railway  Company  -J 

Deduct — Gain  on  Net  Traffic  receipts 

IjOSs  by  difference  of  Exchange  on  advances  made  for  thel 
Sind  Railway,  Indus  Flotilla,  and  Indus  Valley  Survey  - j 

Deduct — Gain  on  Net  Traffic  receipts 


64,802 
180,646 


15,005 
8,013 


2,519 


1,082 


17,288 
22,322 


8,594 
2,990 


89,817 
44,151 


27,716 
10,006 


6,565 
653 


£. 


55,106 
12,126 


Excess  Gain. 
65,844 

88,618 


6,992 


1,487 


60,928 
858 


Excess  Gain. 
5,084 


5,604 


45,666 


17,710 


5,912 


£• 
192,242 


67,232 


Excess  Gain. 
18,747 


60,570 


570 


69,288 


btores 


Total  Charges  on  Account  of  Buildings,  Roads,  &c.  in  India 
IN    ENGLAND: 


Other  payments  as  in  Home  Accounts       --••.••.. 

Total  Charges  on  Account  of  Buildings,  Roads,  &c. 


£. 


£. 
4,968,309 


259,474 


111,681 


5,829,464 

66,888 
797 


5,896,599 


270. 


H 
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fXNANCB   AND   REV£NUE  ACCOUNTS   OF   THB 


[Part  I. 


No.  29.— GENERAL  ABSTRACT  ACCOUNT  of  the  Guaranteed  Interest  on  the 
Capital  of  Railway  and  other  Companies,  for  the  Year  ended  the  Slst  March  186/. 


GOVERNMENT    OF    INDIA: 

£. 

£. 

£. 

East  Indian  Railway  Company 

11,091 

East  Indian  Railway  Company,  Jnbbalpore  Line     -        .        -        -        - 

676 

Eastern  Bengal  Railway  Company          .-..-... 

461 

Calcatta  and  Soath  Eastern  Railway  Company       ..... 

567 

18,695 

PUNJAB: 

Punjab  Railway  Company     --..-..-. 

211 

Punjab  Railway  (Delhi  Branch) 

185 

9Att 

BOMBAY: 

940 

Great  Indian  Peninsula  Railway  Company      .       -        .        j        .        . 

19,038 

Bombay,  Baroda,  and  Central  India  Railway  Company  .        -        •        . 

1,088 

Sind  Railway  Company          ..-...-... 

1,085 

21,206 

85,247 

ENGLAND: 

Bombay,  Baroda,  and  Central  India  Railway  Company 

285,785 

Calcutta  and  South  Eastern  Railway  Com  nan  v     ••-..... 

28,478 

Eastern  Ri^ncral  RAilnrAv  ClnmntLnv        .•••....- 

I^flt  Tniliftn  Rni1vim.v  dAnrnftnir     ..           ......_ 

74,821 
1,212,158 

Orpat  TnHiAn  "PpninRiilA  RnilwAV  Clnmnanv              m....... 

700,282 

AH   QOA 

Great  Southern  of  India  Railwav  Cnmnanv           •         .         •  *       .         «         . 

Madras  Railwav  Comnanv  ............ 

46,389 

Sind  Railway  Company  (including  Indus  Flotilla,  and  Punjab  and  Delhi  Railways) 

888,459 
265,078 

Madras  Irricration  and  Canal  nomnanv          ......... 

47,838 

2,428,968 

8,048,678 

Deduct,— Traffic  Receipts  on  account  of  Indian  Railways  (Account  No,  88)  - 

8,078,926 

Reyenue  Receipts,  Irrigation  and  Canal  Company  (Account  No.  88)     - 

791 

2,429,759 

Less, — Surplus  Net  Traffic  Earnings  made  over  to  Railway  Companies  (Account  No.  88) 

81,883 

.     *     .     £. 

2,847,876 

Total 

781,049 
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No.  34.— GENERAL  ABSTRA.CT  ACCOUNT  of  Payments  on  Account  of  Indian  Railways, 

deducting  Traffic  and  other  Receipts. 


!} 


GOVERNMENT  OF  INDIA: 

East  Indian  Railway,  Extension  Line    - 
East  Indian  Railway,  Jubbulpore  Line  - 
Eastern  Bengal  Railway       -        -        -        - 
Calcutta  and  South  Eastern  Railway 
Interest  on    Railway   Capital,  as   shown   inl 
Account,  No.  29 J 

Surplus  Railway  Net  Traffic  Earnings  madel 
over  to  the  East  India  Railway  Company  -J 

Deduct, — 

Net  Traffic  Earnings  of  the  East  Indian! 

Railway    - J 

Net  Traffic   Earnings    of   the    Easterni 

Bengal  Railway  -  -  -  -J 
Net  Traffic  Earnings  of  the  Calcutta  and" 

Soutli  Eastern  Railway 

PUNJAB: 

Punjab  Railway  ------ 

Punjab  Railway  (Delhi  Branch) 
Excess   of   Working    Charges   over  Traffic T 
Earnings  of  the  Punjab  Railway        -        -J 

Interest  on  Railway  Capital  -        -        - 

MADRAS: 

Madras  Railway  f  South-west  Line^ 
Madras  Railway  (North-west  Line; 
Great  Southern  of  India  Railway 

Deduct, — 

Net  Traffic  Earnings  of  the  Madras  Rail-T 
way  (South-west  Line)       "        "        -J 

Net  Traffic  Earnings  of  the  Madras  Rail-  \ 
way  (North-west  Line)       -        "        -J 

Net  Traffic  Earnings  of  the  Great  Southern  1 
of  India  Railway       -        -        -        -J 

BOMBAY  AND  SIND: 

Great  Indian  Peninsula  Railway  -  -  .  - 
Bombay,  Baroda,  and  Central  India  Railway 
Sind  Railway  and  Indus  Steam  Flotilla 

Deduct,— 

Net  Traffic  Earnings  of  the  Great  Indian! 

Peninsula  Railway  -  -  -  -j 
Net  Traffic   Earnings  of  the   Bombay,! 

Baroda,  and  Central  India  Railway  -J 
Net  Traffic  Earnings  of  the  Sind  Railway! 

and  Indus  Steam  Flotilla  -        -        -j 

Less, — Surplus  Railway  Net  Traffic  Earn-! 


ings  made  over  to  the  Great  Indian 
Peninsular  Railway  Company    - 


Insurance  and  Contingency  Fund  of  the  Indus! 

Steam  Flotilla J 

Interest  on   Railway   Capital,  as  shown  in" 

Account  No.  29        -        -        -        - 


-} 


Amount  Drawn 
in  India. 

Deduct 

Capital  Received 

in  India. 

Net  Amount 
Drawn  in  India. 

TOTAL. 

£. 

£. 

£. 

£. 

700,836 

424,126 

164,687 

27,142 

5,540 
1,501 

095,295 

424,126 

168,086 

27,142 

- 

~               * 

13,695 

1,323,344 

- 

•               • 

54,000 

1,377,344 

- 

1,431,573 

- 

86,644 

- 

11,362 

1,529,569 

Excess  Receipti 

162,226 

117,289 
549,833 

1,205 
2,730 

116,084 
547,103 

- 

"               •• 

2,743 

665,980 

- 

346 

666,276 

149,056 
41,108 
94,532 

- 

149,060 
41,108 
94,632 

284,696 

- 

200,180 

- 

45,362 

- 

82,888 

278,430 

6,266 

968,951 

803,788 

68,772 

7,074 
2 

961,877 
308,786 

68,772 

1,334,435 

- 

506,474 

- 

1 10,058 

- 

7,181 

623,713 

- 

27,883 

695,830 

738,606 

- 

- 

2,362 

•               — 

• 

21,206 

762,178 

Total  Net  Payments  to  the  Railway  Companies  In  India 


-    .    £. 


TOTAL 
of  India. 


1,282,490 
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No.  35.— GENERAL  ABSTRACT  ACCOUNT  of  the  Charges  in  England  for  Transport  of 

Troopsi  in  the  Year  ended  the  31st  March  1867. 


Proportion  paid  in  England  of  the  Passage-monej  of  Officers  and  Troops  to  India 


Preserved  ProYision«»  Grocery,  Bedding,  and  other  Supplies  for  the  use  of  the  Troopsi 
on  the  Voyage  outward,  &c. ••-..j 


Proportion  paid  in  England  of  the  Passage-money  of  Officers  and  Troops  homeward 


Medical  Attendance  upon  Troops  on  the  Homeward  Voyage 


Expenses  connected  with  the  Examination  of  Troop  Ships,  and  the  Embarkation  of  Troopsi 
proceeding  to  India •••..j 


Miscellaneous 


Receipts  in  Reduction 


112,674  10  11 


10,107     8     I 


147,011     4     8 


1,063  IS     8 


1,214     8    8 


80     7     - 


£•        272,901     7    • 


£. 
£. 


608  14    7 


272,207  12    5 


Fort  William, 
Office  of  Comptroller  General  of  Accounts^ 
February  1868. 


India  Office,    \ 
9  May  1868.    J 


•1 


E.  F.  Harrison^ 

Comptroller  General  of  Accounts* 

Thomas  Peackey, 

Deputy  Comptroller  General  of  Accounts. 

William  0.  GoodUffe, 

Accountant  Genetal. 
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ESTIMATE   OF   REVENUE,  EXPENDITURE, 
AND    CASH    BALANCES, 

1867-68  ; 
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0  O  N  T  E  N  T  S. 


ESTIMATED  GENERAL  ABSTRACT  ACCOUNTS  OF  INCOME  AND 
EXPENDITURE,  AND  OF  CASH  BALANCES. 

1867-68. 

Account  I. — ^An  Estimated  Account  of  the  Gross  Revennes  of  India,  for  the  Year  1867-08  ; 
with  the  Charges  of  Collection  and  other  Payments  out  of  those  Revenues,  the 
Net  Receipts  into  the  several  Government  Treasuries,  and  the  Rates  per  Cent 
for  which  the  Gross  Receipts  were  collected,  converted  into  Sterling  Money 
at  the  rale  of  Two  Shillings  the  Rupee p.  72 

Account  II. — ^An  Estimated  Account  of  the  Total  Income  of  the  Revenues  of  India,  in  the  Year 
ending  dlst  March  1868 ;  tos;ether  with  an  Account  of  the  Puhlic  Expenditure, 
including  Repayments,  Allowances,  and  Drawbacks,  and  Allowances  and 
Assignments  under  Treaties  and  Engagements,  and  other  Payments  made  out 
of  the  Revenues,  but  exclusive  of  the  Sums  applied  to  the  Reduction  of 
Debt p.  74 

Account  III.— An  Estimated  Account  of  the  Net  Public  Income  of  India,  in  the  Year  ending 
31st  March  1868  (after  abating  the  Expenditure  defraved  thereout  by  the 
several  Revenue  Departments,  and  the  Allowances  and  Assignments  under 
Treaties  and  En^gements,  and  other  Payments  made  out  of  those  Revenues), 
and  the  Actual  Issues  or  Payments  within  the  same  Period,  exclusive  of  tbc 
sums  applied  to  the  Reduction  of  Debt   -        -        -        -        -        -        p.  75 

Account  IV. — Abstract  Account  of  the  Aggregate  of  Estimated  Balance  of  Cash  in  the  Treasuries 
of  India,  on  the  31st  March  1867 ;  the  Amount  of  Debt  estimated  to  be  incurred 
and  discharged  during  the  Year  1867-68;  tlie  Amount  of  Advances  and 
Repayments  on  various  Accounts ;  the  Supplies  to  and  from  London ;  the 
Balance  of  Supplies  between  the  several  Presidencies  and  Provinces  on 
unadjusted  Accounts ;  and  the  Total  Estimated  Balance  in  the  Indian  Trea- 
suries on  the  8l8t  March  1868 p.  76 


APPENDIX. 


I.— DISTRICT  REVENUES  AND  CHARGES. 

No.  1. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Treasuries  and  Departments 
under  the  immediate  control  of  the  Government  of  India,  for  the  Year  1867-68 ;  with 
the  Charges  of  Collection  and  other  Payments  out  of  those  Revenues,  the  Net 
Receipts  into  the  several  Government  Treasuries,  and  the  Rates  per  Cent  for  which 
the  Gross  Receipts  were  collected     -        -        -        -        -        -        -        -        p.  78 

No.  2. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Oude  Territory  for  the  Year 
1867-68  ;  with  the  Charges  of  Collection  and  other  Payments  out  of  those  Revenues, 
the  Net  Receipts  into  the  several  Government  Treasuries,  and  the  Rates  per  Cent  for 
which  the  Gross  Receipts  were  collected   -----  -        p.  79 

No.  8. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Central  Provinces  for  the  Year 
1867-68  ;  with  the  Charges  of  Collection  and  other  Payments  out  of  those  Revenues, 
the  Net  Receipts  into  the  several  Government  Treasuries,  and  the  Rates  per  Cent  for 
which  the  Gross  Receipts  were  collected       -        -        -        -        -        -        -p.  80 

No.  4. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Province  of  British  Bnrmah  for 
the  Year  1867-68 ;  with  the  Charges  of  Collection  and  other  Payments  out  of  those 
Revenues,  the  Net  Receipts  into  the  several  Gk>vernment  Treasuries,  and  the  Rates 
per  Cent  for  which  the  Gross  Receipts  were  collected        -        -        -        -        p.  81 

No«  5. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Government  of  Bengal  for  the 
Year  1867-68;  with  the  Charges  of  Collection  and  other  Payments  out  of  those 
l^evenues,  the  Net  Receipts  into  the  several  Government  Treasuries,  and  the  Rates 
per  Cent  for  which  the  Gross  Receipts  were  collected       -        -        -        -        p.  82 
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No.  6. — An  Estimated  Account  of  the  Gross  Revenues  of  the  North- Western  Provinces  for  the 
Year  1867-68 ;  with  the  Charges  of  Collection  and  other  Payments  out  of  those 
Revenues,  the  Nee  Receipts  into  the  several  Government  Treasuriesi  and  the  Rates 
per  Cent,  for  which  the  Gross  Receipts  were  collected        -        -        -        .        p.  88 

No.  7. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Punjab  Territories  for  the  Year 
1867-68 ;  with  the  Charges  of  Collection  and  other  Payments  out  of  those  Revenues, 
the  Net  Receipts  into  the  several  Government  Treasuries,  and  the  Rates  per  Cent,  for 
which  the  Gross  Receipts  were  collected  - p.  84 

No.  8.*-An  Estimated  Account  of  the  Gross  Revenues  of  the  Presidency  of  Madras  for  the 
Year  1867-68;  with  the  Charges  of  Collection  and  other  Payments  out  of  those 
Revenues,  the  Net  Receipts  into  the  several  Government  Treasuries,  and  the  Rates 
per  Cent,  for  which  the  Gross  Receipts  were  collected  •        -        -        -        •    p.  86 

No.  0. — An  Estimated  Account  of  the  Gross  Revenues  of  the  Presidency  of  Bombay,  including 
Sind,  for  the  Year  1867-68;  with  the  Charges  of  Collection  and  other  Payments 
out  of  those  Revenues,  the  Net  Receipts  into  the  several  Government  Treasuries, 
and  the  Rates  per  Cent,  for  which  the  Gt-oss  Receipts  were  collected        •        p.  86 


II.— SUNDRY  ABSTRACT  ACCOUNTS. 

No.  10. — General  Abstract  Account  of  the  Estimated  Receipts  and  Disbursements  of  the  several 
Presidencies  and  Provinces  of  India,  for  die  Year  ending  3lst  March  1868,  showing 
the  Local  Surplus  or  Deficit  at  each  Presidency  or  Province      •        -        -        p.  87 

No.  11. — An  Account  of  the  Aggregate  of  Balances  of  Public  Money  in  the  Treasuries  of  India 
on  the  3l8t  March  1867 ;  the  Amount  of  Debt  estimated  to  he  incurred  and  discharged 
during  the  Year  1807-68,  including  the  amount  of  Advances  and  Repayments  on 
various  Accounts ;  the  Supplies  to  and  from  London,  and  between  the  several  Pre- 
sidencies and  Provinces ;  and  the  Total  Estimated  Balance  in  the  Indian  Treasuries 
on  the  81st  March  1868  --.- p.  86 


TIL— GENERAL  ABSTRACTS  of  the  Total  Estimated  Revenues  and  Charqes  of 

the  several  Districts. 

No.  12. — General  Abstract  View  of  the  Total  Revenues  and  Charges  of  India,  including  the 
Charges  disbursed  in  England,  for  the  Year  1866-67,  and  as  estimated  for  the  Year 
1867-68 p.  90 

No.  13.— General  Abstract  Account  of  the  Cash  Transactions  of  India,  for  the  Year  1866-67, 
and  as  estimated  for  the  Year  1867-68       ----••.        -        p.  91 

No.  14. — General  Abstract  View  of  the  Total  lie  venues  and  Charges  of  the  Treasuries  and  De- 
partments under  the  immediate  control  of  the  Government  of  India,  for  the  Year 
1866-67,  and  as  estimated  for  the  Year  1867-68 p.  92 

No.  16. — General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Oude  Territory, 
for  the  Year  1860-67,  and  as  estimated  for  the  Year  1867-68     -        -        -        p.  93 

No.  16. — General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Central  Provinces, 
for  the  Year  1866-67,  and  as  estimated  for  the  Year  1867-68     -        -        -        p.  94 

No.  17. — General  Abstract  View  of  the  Total  Revenues  and  Charges  of  British  Burmah,  for  the 
Year  1866-67,  and  as  estimated  for  the  Year  1867-68         -        -        -        -        p.  95 

No.  18. — General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  East  and  West  Berar 
Districts,  for  the  Year  1866-67,  and  as  estimated  for  3ie  Year  1867-68       -        p.  96 

No.  19.— General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Eastern  Settlements, 
for  the  Year  1866-67,  and  as  estimated  for  the  Year  1867-68     •        -        -        p.  97 

No.  20.— General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Government  of  Bengal, 
for  the  Year  1866-67,  and  as  estimated  for  the  Year  1867-68    -        •        -        p.  98 
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No.  21.— General  Abstract  Vi6w  of  the  Total  Revenues  and  Charges  of  the  North-Western 
Provinces,  for  the  Year  1866-67,  and  as  estimated  for  the  Year  1867-68    -      p.    99 

No.  522.— Greneral  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Punjab  Territories, 
for  the  Year  1866-67,  and  as  estimated  for  the  Year  1867-68     -        -        -      p.  100 

No.  23.— General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Madras  Presidency, 
for  the  Year  1866-67,  and  as  estimated  for  the  Year  1867-68    ...      p.  loi 

No.  24.— General  Abstract  View  of  the  Total  Revenues  and  Charges  of  the  Bombay 
Presidency,  including  Sind,  for  the  Year  1866-67,  and  as  estimated  for  the  Year 
1867-68 p.  102 
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No.  L— AN  ESTIMATED  ACCOUNT  of  the  Gross  Revenues  of  INDIA  for  the  Year  1867-68,  with 
several  Government  Treasuries,  and  the  Rates  per  Cent,  for  which  the  Gross  Receipts 


revenues  and  receipts. 


GROSS 

receipts. 


Repajrmenti. 

Allowances,  Refunds, 

and 

Drawbacks. 


NET  RECEIPTS 

within  tbe  Year, 

after 

deducting 

Repayments. 


CHARGES  IN  INDIA 


Charges 
of  Collection. 


Allowaaeei 

and  Assignments 

under  Treaties  and 

Engagements. 


Land  Reyenub,  &c. 

Land  Revenae      .        .        -        - 

Tributes  and  Contributions  from  Natl?e\ 
States J 

Total  Land  Revenue,  &c.    •    £• 

Forest 

Abkaree  (Excise)  •        .        •       -        . 

£. 

License  Tax  •••••• 

Customs       ....-- 

Salt 

Opium  ..---. 
Stamps  .-•-.. 
Mint.   .        * 

Post  Office 

Telegraph     -..-.. 
Ditto         -        -        -        In  England 

Law  and  Justice    .        -        •        •        . 
Police  -        -        -        - 
Marine  .----- 

Education     ...-.- 

Interest        -.-••- 

Miscellaneous        «        •        •        •        . 
Ditto         -        -        •        In  England 

Army — Miscellaneous  -        -        .        - 
Ditto         •        -        -        In  England 

Public  Works — Miscellaneous 

Graud  Total  •  -  £• 


£. 
20,103,600 

698,400 


£. 
45,158 


20,802,000 
412,900 

2,252,800 


28,467,700 

658,000 
2,545,200 


6,024,800 

8,814,200 

2,393,900 

237,800 

652,300 

272,000 
26,916 

734,400 

261,700 

259,200 

73,400 

227,600 

488,800 
61,452 

719,000 
16,401 

479,500 


}■ 


45,158 
1,410 

4,195 


7,200 
77,636 


40,150 


37,010 


63,200 


7,289 


7,000 


51,458 


48,863,269     341,700 




£. 
20,058,442 

698,400 


20,756,842 


411,490 


2,248,605 


23,416,987 

650,800 
2,467,565 


5,984,150 

8,814,200 

2,356,890 

287,800 

589,100 

298,916 

727,111 

261,700 

252,200 

73,400 

227,600 

448,799 

785,401 
479,500 


48,021,569 


£. 
1,935,000 


1,985,600 


280,600 


261,500 


82,900 
209,000 


853,300 

1,868,200 

90,800 

118,400 

486,600 
527,800 


6,149,700 


£. 


2,062,500 


2,062,500 


Digitized  by 


Google 


Part  II.] 


OF  THE  GOVERNMENT  OF  INDIA,  FOR  THE  YEAR  1867-68. 


73 


the  Charges  of  Collection,  and  other  Payments  out  of  those  Revenues,  the  Net  Receipts  into  the 
were  Collected,  converted  into  Sterling  Money,  at  the  Rate  of  Two  Shillings  the  Rupee. 


against  income. 

CHARGES  IN  ENGLAND 
AGAINST  INCOME. 

10. 
TOTAL 

11. 

12. 

6. 

ADowancea  to 

District  and 

Village  Officers, 

&e. 

7. 

TOTAL 
CHARGES 
IN  INDIA 

against 
INCOME. 

8. 
Stores. 

9. 

Other 
Charges. 

1 

CHARGES 

against 
INCOME. 

NET 
RECEIPTS. 

Rate  per  Cent,  for  whicli  the 

Gross  Receipt 

Was  Collected,  in  India. 

£. 

£. 

£. 

£. 

£. 

£. 

£. 
9-621 

898,200 

4,896,300 

- 

19,879 

4,416,179 

16,340,663 

9*806 

-         -         - 

280,600 

•        •        - 

"                •                ~ 

280,600 

130,890 

67-958 

Including  Co«t 
of  Abkaree  Opium. 

Excluding  Cost 
of  Abkaree  Opium. 

251,600 

a                      •                      - 

•                •                • 

261,600 

1,997,105 
18,468,668 

11*164 

4179 

4,948,279 

.         -         - 

82,000 

. 

. 

82,900 

617,900 

6 

209,000 

209,000 

2,258,565 

8-211 

Including  Cost 
of  Salt  and  Opium. 

Excluding  Co»t 
of  Salt  and  Opium. 

- 

853,800 

, 

- 

853,800 

5,630,850 

5-864 

4-016 

. 

1,868,200 

- 

. 

1,863,200 

6,951,000 

21-139 

1-191 

. 

90,800 

27,623 

- 

118,323 

2,238,567 

4-448 

. 

118,400 

62,946 

. 

171,346 

65,954 

67-622 

-         •         • 

486,600 

9,770 

46,979 

643,849 

45,751 

76-434 

- 

627,800 

90,997 

•                       •                        a 
... 

181,286 

27,187 

• 

646,934 

*                           *                           a 

J  Excess  cbsrge  "j 
\       347,018J 

727,111 

201,700 

252,200 

73,400 

227,600 
448,799 

735,401 
479,500 

229-265 

898,200 

8,610,400 

98,996 

8,886,631 

89,135,988 
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APPENDIX. 


ESTIMATE  OF  REVENUE,  EXPENDITURE,  AND  CASH  BALANCES. 

1867-68. 


L — District  Revenues  and  Charges  -        -        -        -        -  pp.  78  to  89. 

II. — Sundry  Abstract  Accounts         -        -        .        -        -  pp.  90  and  91. 

III.— General  Abstracts  of  the  Total  Revenues  and  Charges 

of  the  several  Districts  -        -        -        -        -  pp.  92  to  102. 
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late  Maritime  SerTice,in  the  form  of  Annuities,  between  1st  April  1867  and  81st  March 
1868,  under  Act  8  &  4  WilL  4,  c.  85 p.  21 

No.  8. — Comparison  of  the  Estimated  and  Actual  Receipts  and  Disbursements  of  the  Home 
Treasury  of  the  GoYcmment  of  ludia  for  1866-67  (being  for  the  Eleven  Months 
from  Ist  May  1866  to  8l8t  March  1867)-        -        •        -        -         •        •        -  p.  22 

No*  0. — Comparison  of  the  Original  and  Regular  Estimate  of  the  Receipts  and  Disbursements  of 
the  Home  Treasury  of  the  Goyemment  of  India  for  1867-68      -         -        -        -  p.  26 
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HOMB    ACCOUNTS    OF   THB    GOVERNMENT   OF   INDIA. 


_No.l.—  -         - 

AN  ACCOUNT  of  the  Receipts  and  Disbubsements  of  the  Home 


RECEIPTS. 

Balance  Ist  May  1866  - 
India  5  per  Cent.  Stock,  sale  proceeds  ........ 

India  5  per  Cent.  Debentarea,  sale  proceeds  •        -        -        - '       • 

East  India  Bonds,  sale  proceeds  -        -.- 

Amount  borrowed  on  security  of  East  India  Bonds        ...--- 


Recsipts  on  Account  op  Revenue. 


Telegraph : 

Her  MHJestj'sTreasarj  on  account  of  Malta  and  Alexandria 
Telegraph  -^.----- 

Indo- European  Telegraph  :  Amount  received  from, the  Otto- 
man Goiremiiient  in  adjustment  of  accounts  with  that 
Government  for  telegraphic  messages    .... 

Miscellaneous : 

Interest  realised  from  investment  of  cash  balance,  &c. 

Fees,  subscriptions  to  Widows'  Funds,  &a        ... 

On  account  of  maintenance  of  lunatics      .        .        -        . 

The  War  Office,  for  second  instalment  of  purchase  money, 
and  rent  to  1st  May  1866,  of  Warley  Barracks 

Proce»  ds  of  sale  of  building  materials  forming  part  of  the 
Poplar  Hospital  Estate        ------ 

Proceeds  of  sale  of  building  materials  forming  part  of  pro- 
perty in  Charles-street,  acquired  for  improving  site  of 
New  India  Office  and  Approaches         -        -        -        - 

Fines,  sale  proceeds  of  surplus  bodbs,  unserviceable  storeii  &c. 

Army : 

Proceeds  of  sales  of  unserviceable  military  stores 

Passage  of  officers  and  troops  -.-.«• 


£.      $.   d. 
11,181     6    7 

10,935  18     7 


88,114  16     4 

8,883     6     t 

827  18     2 

16,679  15  10 

1,418  18  10 

1,257  11     9 
1,190     2     1 


19,186  14  11 
698  14     7 


Receipts  affecting  the  Remittance  Account  between  England  and  India : 
From  Her  Majesty's  Treasury  and  other  Public  Departments : 


In  repayment  of  advances  in  India  on  account  of  the  emi- 
gration of  coolies         ---*-.- 


In  repayment  of  expenses  of  Madras  troops  employed  at 
Labuan      --------- 

In  repayment  of  pensions  paid  in  India  to  out-pensioners  of 
Chelsea  Hospital  -....-. 

In  repayment  of  supplies  to  Her  Majesty's  ships  on  the 
East  India  Station       ---.--. 

In  repay meni  of  advances  in  India  to  officers  in  charge  of 
Treasury  Chests  in  China  ---•-. 


45,956  10  10 

1,176  10     1 

7,668     9     6 

50,772  19     9 

64,000    -    - 


Subscripions  to  the  Civil,  Military,  and  other  Provident  Funds 
Miscellaneous         ••---.-.. 


£.       8.   d. 


2,117     -    2 


67,870  19     8 


19,879     9     6 


169,574  10     2 

66,288     2     I 
58,228     7     8 


.Amount  received  for  Bills  of  Exchange  on  India 
Bullion  received  from  India,  sale  proceeds  - 


Carried  forward    - 


£, 


£.  s.    d. 

2,818,780  16  11 

568,661  16     8 

221,166  12     1 

947,071  12     2 

1,000,000  -     - 


109,867     8  11 


294,080  19     6 

5,618,746     2  11 

882,802     9     7 


12,450,627   18     4 
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-       —No.   L  — 
Tbeasurt  of  the  Government  of  India,  from  Ist  May  1866  to  Slst  March  1867. 


DISBURSEMENTS. 


India  4  per  Cent.  Debentures  paid  off 
Loan  to  Indian  Branch  Railwuj  Companj 


ChABGES   CONNBCTXD   with   the  CoLLECTIOir  or  THE 

Revenue,  and  Direct  Claims  therboic  : 

Stamps — Stores 

Mint — Stores  - ... 


Post  Office  ; 

Amount  payable  under  postal  arrangement  with 
the  Lords  of  Her  Majesty's  Treasury 

Subsidy  to  the  Euphrates  and  Tigris  Steam  Navi- 
gation Company^  on  account  of  the  mail  service 
.between  Busson^  and  Bagdad        ... 


Stores 


Telegraph : 

Red  Sea  and  India  Telegraph  • 
Malta  and  Alexandria  Telegraph 
Indo-European  Telegraph 


Stores 


Allowances  and  Assignments  under  Treaties  and  En- 
gagements : 

His  Highness  Maharajah  Duleep  Sing 

ClIABOES   ON   THE   REVENUES. 

Administration  and  Public  Departments : 

Home  Establishment :  Salaries  of  the  Secretary 
of  State,  Under  Secretaries  of  State,  Members 
of  the  Council  of  India,  Secretaries  and  Officers 
of  the  Secretary  of  State  for  India  in  Council, 
Assistant  Military  Secretary  to  his  Royal  Hitrh- 
ness  the  Field  Marshal  Commandin<;  in  Chief 
and  Clerk,  Assistant  to  Director  of  Transports 
at  the  Admiralty,  and  two  Members  of  the 
London  Medical  'Board  -        - 

Auditor  and  Assistants  under  Act  21  Sc  22  Vict, 
c.  106,  8.  62 

Stores  Department :  Wages  of  labourers,  cartage, 
lighterage,  dock  dues,  &c.      -        -         -        - 

Law  Charges  --.--.. 

Bank  of  England  and  Bank  of  Ireland  for  manage- 
ment of  debt  ---.«. 

Postage  of  despatches  to  and  from  India     - 

Office  Contingencies :  Rent,  rates,  taxes,  coals, 
gas,  candlen,  furniture  and  repairs,  books, 
stumps,  advertisements,  postage,  and  various 
petty  charges        ---... 


£.       8.    d. 

42,174     -     - 

4^5JOO     -     - 


40,874     -     - 
6,188  10     2 


18,027     -     - 

208  12     6 

9,069  18     8 


28,206     6     9 
164,976  10     9 


Carried  forward 


122,141   1 

9 

2,269  4 

- 

19,862  6 

7 

8,488  14 

- 

10,768  11 

1 

4,476  7 

2 

10,214  8 

7 

£. 

271. 


A  2 


£.      $.  d. 

17,893     8     7 

106,006     4  11 


61,612  19     2 


90,000 
60,000 


188,181   16     6 


88,167     1     4 


182,219  18     2 
182,219  18     2 


391,761  10     6 


891,761   10     6 


160,000     -    - 
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Jfo.  1. — ^An  Account  of  the  Receipts  and  Disbursements  of  the  Home 


Brought  forward 


Recxipts— <xm<m«ed. 


Indian  Railway  and  other  Guaranteed  Companies : 

InstaLooents  of  Capital,  &o.  under  their  respeotive  Deeds  of  Contraot : 

Bombay,  Baroda,  and  Central  India  Railway  Company  ... 

Calcutta  and  South  Eastern  Railway  Company      •        .        .        . 

Eastern  Bengal  Railway  Company       •--•.. 

East  Indian  Railway  Company      ....... 

Great  Indian  Peninsula  Railway  Company    -        •        -        .        . 

Great  Southern  of  India  Railway  Company    -        •        .        .        . 

Madras  Railway  Company  .••-••.. 

Scinde  Railway  Company  (including  Indus  Flotilla  and  Punjaub  and 
Delhi  Railways)       ---•••••. 

Madras  Irrigation  and  Canal  Company  -        .        •        .        . 


818,712 

8,280 

278,620 

1,988,201 

1,905,206 

97,200 

667,455 


694,981 


10     - 


42,069     2     6 


d> 


£.  8.     d. 

12,450,627  18     4 


6,780,754  12     6 


Carried  forward    -    -    -  £. 


Digitized  by 


19,281,882  10  10 
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Treasary  of  th©  Government  of  Jncfia,  from  Irt  May  1866  to  81st  March  IS67— continued. 


Brought  forward    - 

DiSBU  RSEMBKTS— C0»^m^{2. 

Charoes  on  the  Revenues — continued. 


Marine  Charges : 

Pensions  and  Retired  Allowauees       -        -        . 

Farlough  and  Absentee  Allowances  -  -        - 

Commutation  of  Pensions  of  Officers  of  the  late 
Indian  Navy         ----'- 


68^25 
1,807 


s.  d, 
5  11 

2     6 


£.        «.     d. 
182,219  18     2 


£.        .      d. 
891,761   10     6 


4.  d. 


Stores 


680     4     9 


Stationery  and  Printing ; 

Stationery,  Printing,  and  Bookbinding 
Stores 


Political  Agencies  and  other  Foreign  Services ; 
Mission  to  the  Court  of  Persia  .  .  - 
Her  Majest/s  EsUblishments  in  China 


66,112  18 
128,671  19 


160,000 


4,289  16  - 
117,177  17  8 


9,000  -  - 
19,809  9  1 


Miscellaneous ; 
New  India  Office 


Purchase  of  Land  for  improying  the  site  of  the 
India  Office  and  the  approaches  thereto  - 

East  India  Company  for  Expenses  in  respect  of 
their  Capital  Stock  and  Dividends 

Examination  Expenses  and  Allowances  of  Candi- 
dates for  the  Ciyil  Service  of  India,  the  Indian 
Telegraph  Department,  and  Civil  Engineers  - 

Passage  and  Outfit  of  the  Governor  of  Bombay, 
the  Bishop  of  Calcutta,  the  Recorder  of  Prince 
of  Wales'  Island,  Chaplains,  Professors,  School- 
masters, Civil  Engineers,  &c.  -        -        - 

Expenses  on  account  of  Officers  acquiring  scien- 
tific knowledge    -.---• 

Agents  at  the  Outports  and  Abroad,  Salaries,  and 
Expenses     ------- 

Maintenance  of  Lunatics  from  India  •        •        - 

Subscriptions  to  Charities  -        -        -        -        • 

Indian  Law  Commission  .        -        -        •        • 

Expenses  in  connexion  with  the  introduction  of 
Cinchona  plants  into  India     - 

Cost  of  Medals 

Books  and  Newspapers  supplied  to  India    - 

Books  and  Maps  relating  to  India      .        -        - 

Advances  of  Pay,  &c.       -        -        .        -        - 

Allowances  to  Officers  for  Special  Services,  cost 
of,  and  expenses  incurred  in  placing  Monument 
to  the  late  Sir  James  Outram  in  Westminster 
Abbey,  &c.  ------- 

Expenses  connected  with  the  Extension  of  the 
Order  of  the  *'  Star  of  India" 


184,684  12     8 


121,467  18     8 


28,800     9     1 


82,000     -     - 

48,826     1     6 

2,689  18     - 

18,469  14     6 

9,042  18     6 

426  12     8 

1,488     8  8 

7,761   16  6 

666     -  - 

8,011   18  4 

868  16  7 
61-6 

760  8  10 
1,269  -  1 
1,801     -     8 

8;108  12     - 
6,618     7     6 


Stores 


271. 


177,272     8     4 
6,212  14     9 


Carried  forward 


.  £. 
A3 


182,484  18     1 


699,666     6     8 


891,761  10     6 


160,000     - 
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No.  1. — An  Account  of  the  Receipts  and  Disbursements  of  the  Home 


Brought  forward 


Receipts — continuecL 


Carried  forward    ----£. 


19^231,882  10  10 


Digitized  by 
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Treasury  of  the  Gorernment  of  India,  from  let  May  1866  to  8 let  March  1867— contmved. 


199,612 


13,636 
3,021 


2,258  16  4 

2,600     -  - 

271     «  • 

100     -  - 

240     -  - 


Brought  forward    - 
DlSBUR8EME!«TS — coTtHmtetL 
Charobs  on  the  Revenues — continued. 

SOPERANNUATION,    RETIRED   AND    COMPASSIONATE   AlLOWANCBS 

£.  S, 

Pensions  and  Retired  Allowances    -        .        -        • 
Compensation  Pensions  to  officers  and  petty  officers, 

&c.,  of  the  Maritime  Service  of  the  East  India 

Company  --•--.-- 
Poplar  Fund  Pensions  -  -  -  .  -  . 
Annuities  of  the  Madras  Civil  Fund  of  1800,  1814, 

and  1818 

Annual  donation  to  Bengal  Civil  Fund    .        ~        - 
Gratuities  and  relief  to  dia'tressed  nutives  of  India    - 
Gratuities  to  families  of  officers  killed  in  action 
Gratuities  granted  in  lieu  of  pensions  to  Membtjrs  of 

the  Unco venan ted  Service  of  India       .         .        - 

Civil  Furlough  and  Absentee  Allowances 
Army: 
Effective: 

The  Imperial  Government  for 
troops  serving  in  India    • 

Furlough  allowances  -        -        . 

Passage  of  officers  and  troops 

On  account  of  contracts  for  con- 
struction of  Indian  Troop  Trans^ 
ports      -        -        .         -         . 

India  Overland  Troop  Transport 
Service  -        -        -        -        - 

Purchase  of  horses    ... 

Cost  of  education  of  officers  and 
cadets  at  Chatham  aud  Sandhurst 

Cost  of  education  and  pay  of 
Assistant  Surgeons  at  Netley, 
and  allowances  and  passage  to 
India  on  appointment 

Purchase  by  the  Bombay  Govern- 
ment of  two  vessels  ;of  the  late 
Anglo- Chinese  Squadron,  and 
Stores    -        .        -        ,        . 

Miscellaneous    •        -        .        • 


£,        s.   fL 
699,066     6     3 


£.        $.     d. 
891,761  10     6 


d. 
16  10 


676,000 
218,676 
272,901 


669,626     9     6 


3,8^6 
7,476 


7 
11 


Stores       ..... 

Nart'Effbctive : 

The  Imperial  Government  on  an- 
oonnt  of  retired  pay,  &c.,  of 
troops  serving  or  having  served 
in  India  (Act  26  &  26  Vict, 
c.  27) 

Retired  pay,  including  colonels' 
allowances     «... 

Lord  Clive*s  Fund  pensions 


9,219    -    - 


9,890  15     2 


221,440    6     6 
79,305     4     1 


£.         $.    d. 
150,000     -     - 


11,882 
1,943 


11 
5 


1,780,500  14   10 
666,062     6     6 


210,000     -    - 


747,261   11 
91,583     8 


Public  Works: 
Kurrachee  Harbour  engineering  expenses 
Godavery  Navigation  Works,  expenses  in  connection 
therewith  --..--„- 


2,336,668     1     3 


1,048,844  14     9 


Stores 


Interest  on  Debt 
Loans  Contracted  in  England ; 
East  India  Bonds       ... 
India  Debentures        ... 
India  5  per  cent  stock 
India  4  per  cent  stock 
Temporary  Louns       -         -        - 

Dividends  on  the  Indian  Transfer  Loan 

Dividends  to  proprietors  of  East  India  Stock 


271. 


678  16     4 


118     -     8 


7^>6  15 
66,338     2 


£. 

i. 

d. 

176,682 
22i,285 

10 

- 

833,506 
48,^20 

*- 

— 

25,000 

- 

- 

^oan  - 

- 

1,806,292  10 
33,490     2 


3,886,407  16     - 


67,184  17     8 


1,839,782  12     4 
629,970     1     6 


6,429,707     4     4 


Carried  for^^^j^.^5y^^^^(6,964,468  14  10 


6,814,468  14  10 
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No.  1.— Ak  Account  of  the  Reoeipts  and  DisbaraementB  of  the  Home 


Brooght  forward 


lUcBirTB    eantmued. 


19,231,882  10  10 


India  Office,  10  December  1867. 

HaTing  examined  the  Receipts  and  DisbnrsementB  of  the  Home  Treasury  of  the  Goyemment  of  India  for.  the 
Vict.  c.  106f  that  no  sums  of  money  arising  out  of  the  revenues  of  India  have  been  appropriated  to  any  other  purposes 
all  sums  of  money,  stores,  and  property  are  brought  to  account  and  appropriated.in  conformity  with  the  proyisions  of 
tlie  Touchers,  documentSi  and  authorities  having  relation  thereto  are  complete  and  satisfactory. 

India  Audit  Offioe,  9  January  1868. 
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Treasury  of  the  Qovernment  of  India,  from  Ist  May  1866  to  Slst  March  1867 — continued. 


Brought  forward    -    - 


DiSBu  RSEMENTS — Continued. 


Guaranteed  Interest  on  the  Capital  of  Railway  and  other  Companies  under  their  respective  Deeds 
of  Conti*act,  including  Interest  on  Debenture  Bonds : 


Bombay,  Baroda,  and  Central  India  Railway  Company      .         -         -         - 
Calcutta  and  South  Eastern  Railway  Company         .         -         -         -        . 
Eastern  Ben&ral  Railway  Company  -----.-- 

East  Indian  Railway  Company         -.--.--- 
Great  Indian  Peninsula  Railway  Company        ------ 

Great  Southern  of  India  Railway  Company     ------ 

Madras  Railway  Company      --------- 

Scinde  Railway  Company    (including  Indus  Flotilla,    and  Punjaub  and 
Delhi  Railways)  ---------- 

Madras /Irrigation  and  Canal  Company    --•---• 


£. 


s.    d. 


285,785     9     - 

28,472  15  10 

74,321     6     9 

1,212,157  16 

700,231    13 
46,338   17 

388,469     1 


265,078     8     7 
47,838     -  10 


Disbursements  affecting  the  Remittance  Account  between  England  and  India : 


Payments  on  account  of  Civil,  Military,  and  other  Provident  Funds 
Indian  Annuity  Funds ;  Civil  Service  Annuities  payable  in  England  - 
Her   Majesty's  Postmaster  General,  on  account  of  Postage  collected  in 
India         ------------ 

Family  Remittances,  Remittances  by  Administrators  General,  &c. 

Prize  JMoney         ----------- 


497,866  17     - 
244,678     5     8 

47,435  18     4 

303/247     6   10 

57,099  10  11 


Indian  Railway  and  other  Guaranteed  Companies,  on  account  of  Stores,  Establishment  Charges,  &c. : 


Bombay,  Baroda,  and  Central  India  Railway  Company    •        .        -        • 

Calcutta  and  South  Eastern  Railway  Company 

Eastern  Bengal  Railway  Company  -------. 

East  Indian  Railway  Company        .---.--. 
Great  Indian  Peninsula  Railway  Company       ------ 

Great  Southern  of  India  Railway  Company     ------ 

Madras  Railway  Company     --------- 

Scinde   Railway  Company  (including  Indus  Flotilla,  and  Punjaub  and 
Delhi  Railways)'        -         -         -         -- 

Madras  Irrigation  and  Canal  Company   ------- 


846,471  16 

89,394  7 

186,889  16 

1,044,841  i 

967,039  19 

95,780  16 

834,664  17 


5 
5 
9 
5 

11 

8 


902,657  11     8 
6,588  14  10 


Balance  on  3 1st  March  1867 


£. 


£.        s.   d. 

6,964,468  14  10 


3,048,678     9     2 


1,151,127  18     4 


8,978,328     2     1 


15,182,608     4     5 
4,098,779     6     5 


19,281,882  10  10 


WilUam  G.  Ooodliffe,  Accountant  General. 

period  from  the  1st  May  1866  to  8l8t  March  1867,  I  beir  to  certifv.  in  terms  of  fhA  f^Or.i\  ...f        r  .i.    4  .  ^    . 
than  those  of  the  Government  of  India,  to  which  lonely  Zlh^^^  ^^  '^'^''  "\^^-^ 

the  Act,  and  have  been  expended  under  the  proper  authorit^f  the  S:cfeu;' Yf  S^^^^ 

O.  J.  Jameson^  Major  General,  Auditor. 


271, 


B 
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—  No.  2.  — 

AN  ESTIMATED  ACCOUNT  of  the  Eeceipts  and  Disbuesements  of  the  Home 


RECEIPTS: 

Balance  Ist  April  1867 


India  4  per  Cent.  Stock,  sale  proceeds 

Loan  to  Indian  Branch  Railway  Company,  repaid 


Telgeraph : 


Receipts  on  Account  of  Revenue: 


Indo-European  Telegraph :    Amount  received  from  the  Ottoman  Government  in 
adjustment  of  accounts  vtrith  that  Government  for  telegraphic  messages     - 


Miscellaneous : 

Interest  realised  from  investment  of  cash  balance,  &o. 
Fees,  subscriptions  to  Widows'  Funds,  &o. 
On  account  of  maintenance  of  lunatics 


The  War  Office :  Third  instalment  of  purchase-money,  and  rent  to 
1st  May  1867,  of  Warley  Barracks 

Portion  of  purchase-money  of  land  at  Poplar,  contracted  to  be 
sold  to  the  Poplar  Board  of  Works  ..... 

Fines,  sale  proceeds  of  surplus  books,  unserviceable  stores,  &o. 


Army: 

Proceeds  of  sales  of  unserviceable  stores 
Passage  of  officers  and  troops   - 
India  Overland  troop  transport  service 


Receipts  affecting  the  Remittance  Account  between  England  and  India  : 

From  Her  Majesty's  Treasury  and  other  Public  Departments  : 

In  repayment  of  advances  in  India  on  account  of  the  emigration  of 
coolies         ..-...---- 

In  repayment  of  expenses  of  Madras  troops  employed  at  Labuan 

In  repayment  of  pensions  paid  in  India  to  out-pensioners  of  Chel- 
sea Hospital         -...-.--. 


In  repayment  of  supplies  to  Her  Majesty's  ships  on  the  East 
India  Station        .--•--.-• 

In  repayment  of  advances  in  India  to  officers  in  charge  of  Treasury 
Chests  in  China  -         -        -- 


Subscriptions  to  the  Civil,  Military,  and  other  Provident  Funds 
Miscellaneous  .-..-.-. 


£. 
27,814 
1 1,304 
657 

16,776 

4,000 
2,001 


16,176 

218 

8 


34,862 
11,187 


11,786 

76,198 

119,760 


Amount  received  from  Her  Majesty's  Treasury  in  part  re-payment  of  Disbursements 
in  England  and  in  India  on  account  of  the  Abyssinian  Expedition     -        .        • 


Amount  received  for  Bills  of  Exchange  on  India 


£. 
26,916 


61,462 


16,401 


263,722 

78,766 
9,299 

1,000,000 


Carried  forward    -    •     .  £. 

Digitized  by 


4,098,779 

1,164,407 
60,000 


104,769 


1,336,787 
4,187,284 


10,902,026 
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—  No.  2. 


Teeasurt  of  the  Government  of  India,  from  Ist  April  1867  to  Slst  March  1868. 


DISBURSEMENTS. 

India  4  \^t  Cent.  Debentures  paid  off    - 

Charges  connected  wrrn  the  Collection  op  the 
Revenues  and  direct  Claims  thereon  : 

Stamps,  stores       --•--•- 
Minty  stores  -------- 


Post  Office  : 

Amonnt  payable  under  the  postal  arrangement 
with  the  Lords  of  Her  Majesty's  Treasury 

Subsidy  to  the  Euphrates  and  Ti^is  Steam 
Nai7jgation  Company  on  account  of  the  Mail 
Service  between  Bussorah  and  Bagdad  - 


Stores 


Telegraph  ; 


Red  Sea  and  India  Telemph   - 
Malta  and  Alexandria  1  elegraph 
Indo-European  Telegraph 


Stores 


Allowances  and  Assignments  under  Treaties   and 
Engagements : 

His  Highness  Maharajah  Dhuleep  Sing    - 


Charges  on  the  Revenues  : 

Administration  and  Public  Departments  : 

Home  Establishment :  Salaries  of  the  Secretary 
of  State,  Under  Secretaries  of  State,  Members 
of  the  Council  of  India,  Secretaries  .and  Officers 
of  the  Secretary  of  State  for  India  in  Councili 
Assistant  Military  Secretary  to  His  Royal 
Highness  the  Commander  in  Chief  and  Clerk, 
Assistant  to  Director  of  Transports  at  the  Ad- 
miralty, and  two  Members  of  the  London 
MeiUcal  Board 

Auditor  and  Assistants,  under  21  &  22  Viot 
c.  106,  s.  52  -----. 

Stores  Department :  Wages  of  Labourers,  Cart- 
age, Lighterage,  Dock  Dues,  &;o.    -        -        • 

Law  Charges  ------. 

Bank  of  England  and  Bank  of  Ireland  for 
Management  of  Debt    ..... 

Postage  of  Despatches  to  and  from  India    • 

Office  Contingencies :  Rent,  Rates,  Taxes,  Coals, 
Gas,  Candles,  Furniture  and  Repairs,  Stamps, 
Advertisements,  Postage,  and  various  petty 
charges        ---.... 


271. 


£. 


42^179 


4,800 


46,979 
9,770 


18,027 
816 

8,794 


27,187 
90,997 


125,765 

2,505 

22,204 
5,195 

11,756 
5,626 

20,090 


Carried  forward    - 
B   2 


27,528 
62,946 


56,749 


118,134 


19,879 


198,141 


£. 


275,231 


193,141 


£. 

500 


275,281 
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No.  2. — Ak  Estimated  Account  of  the  Receipts  and  Disbursements  of  the  Home 


Brought  forward 


Receitts^  continued, 
Indian  Railway  and  other  Guaranteed  Companies : 

Instalments  of  Capital,  under  their  respective  Deeds  of  Contract : 
Bombay^  Baroda,  and  Central  India  Railway  Company 


Eastern  Bengal  Ridlway  Company     - 
East  Indian  Railway  Company  -        -        - 
Great  Indian  Peninsula  Railway  Company  - 
Great  Southern  of  India  Railway  Company 
Madras  Railway  Company  -        -        - 


Scinde  Railway  Company  (including  Indus  Flotilla  and  Punjaub  and  Delhi 
Railways)     -         .----.----. 

Oude  and  Rohilkund  Railway  Company     --..--- 

Madras  Irrigation  and  Canal  Company        -...--- 


952,135 

526,170 

2,014,704 

2,065,166 

822,200 

1,189,416 

1,005,607 

409,219 

892 


10,902,026 


9,085,468 


Carried  forward 


19,987,494 
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Treasury  of  the  Government  of  Indian  from  Ist  April  1867  to  dlst  March  1868 — continued. 


Broug^ht  forward 

Disbursements — continued. 
Charges  on  the  Revenue  of  India — continued. 


Marine  Charges : 

Pensions  and  retired  allowances  ... 

Furlough  and  absentee  allowances        .         .         - 

Commutation   of  pensions  of  officers  of  the  late 

Indian  Navy-         ...... 

Stores       --.--..- 

Stationery  and  Printing : 

Stationery,  printing,  and  bookbinding  ... 
Stores        .-.----- 

Political  Agencies  and  other  Foreign  Services  : 
Mission  to  the  Court  of  Persia    .        .         -         - 
Her  Majesty's  Establishments  in  China 

Miscellaneous  : 

New  India  OflBce        -        .        •        i        -        . 

Purchase  of  land  for  improving  the  site  of  the  India 
Office  and  the  approaches  thereto      .         -         - 

Entertainment  at  the  India  Office  to  his  Highness 
the  Sultan      --..-.. 

East  India  Company,  for  ezpensei  in  respect  of 
their  capital,  stock,  and  dividends     ... 

Examination,  expenses,  and  allowances  of  candi- 

^  dates  for  the  Civil  Service  of  India,  the  Indian 
Telegraph  Department,  and  Civil  Engineers 

Passage  and  outfit  of  the  Commander  in  Chief  at 
Madras,  Chaplains,  Professors,  Schoolmasters, 
Civil  Engineers,  &o.         -         .         .         -         . 

Expenses  on  account  of  officers  acquiring  scientific 
knowledge      .-.---. 

Agents  at  the  outports  and  abroad;  salaries  and 
expenses         ....... 

Maintenunce  of  lunatics      ..... 

Transport  of  convicts  from  India  to  WesternAustralia 

Subscriptions  to  charities    •        -         •         -         - 

Indian  Law  Commission     ..... 

Expenses  in  connection  with  the  introduction  of 
Cinchona  plants  into  India      .... 

Cost  of  medals  ...--•- 

Books  and  newspapers  supplied  to  India 

Books  and  maps  relating  to  India        ... 

Advances  of  pay,  &c.         ..... 

Expenses  connected  with  the  exhibition  of  Indian 
fabrics  at  the  Paris  Exhibition  ... 

Ditto  Dublin  Exhibition 

Ditto  New  Zealand  Exhibition    .        -         .        . 

Cost  of  articles  purchased  for  Sir  Jamsetjee  Jee- 
jeebhoy's  School  of  Art  Exhibition  at  Bombay  - 

Grant  to  liev.  H.  Moule  in  consideration  of  the 
benefits  obtained  by  the  adoption  of  his  dry 
earth  sewage  system  in  India  •        -        -        . 

Cost  of  a  Museum  of  Fossils,  &c.,  sent  to  India, 
including  500 1,  expense  of  packing 

Expenses  m  connection  with  Dr.  John  Forbes 
Watson's  work  on  the  Textile  Manufactures  and 
Costumes  of  the  People  of  India     ... 

Expenses  connected  with  the  extension  of  the 
Order  of  the  Star  of  India      .... 

Cost  of  500  bushels  of  Carolina  seed  rice,  pur- 
chased for  shipment  to  India  -        .        -        - 

AJlowances  to  officers  for  special  services ;  cost  of 
instruments  and  passage  to  India  of  non-com- 
missioned officers  of  Royal  Engineers  to  be 
employed  on  observations  connected  with  the 
total  solar  eclipse  in  India  in  1868,  &c.    - 


Stores 


271, 


Carried  forward 


£. 

52,910 
1,680 

5^824 


60,414 
108,221 


3,090 
32,467 


12,000 
23,654 


90,281 
1,089 

11,513 
2,840 

22,775 

14,458 

3,118 

1,485 

7,738 

507 

720 

8,038 

489 
816 
883 
371 
2,689^ 

885 
660 
100 

462 

500 
2,900 

104 

47 

488 


3,678 


174,019 
2,130 


193,141 


168,635 
36,457 

85,554 


176,149 


609,986 


£. 
276,231 


B3 


275,231 
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No.  2. — An  Estimated  Account  of  the  Receipts  and  Disbursements  of  the  Home 


Brought  forward 


Receipts — continued. 


19,987,494 
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Treasarj  of  the  Governmeiit  oi  Indiay  from  1st  April  1867  to  8lBt  March  1868 — continued. 


Brought  forward    -    - 


Disbursements — continued. 

Charges  on  the  Revenues  of  India — continued. 

Superannuation,  Retired,  and  Compassionate  Allowances  : 
Pensions  and  retired  allowances  -  .  -  . 
Compensation  pensions  to  officers  and  petty  officers,  &c. 

of  the  M^iritime  Service  of  the  East  India  Company 
Poplar  Fund  Pensions  .-.-•- 
Annuities  of  the   Madras  Civil  Fund  of  1800,  1814, 

1818 

Annual  donation  to  Bengal  Civil  Fund  -  .  - 
Gratuities  and  relief  to  distressed  natives  of  India 


Civil,  furlough,  and  absentee  allowances 

Army  : 

JKffective. 

The  Imperial  Government  for  Troops 
serving  in  India       .         -         -         . 

Furlough  allowances  -         -         -         - 

Passage  of  officers  and  troops 

On  account  of  contracts,  for  construction 
of  Indian  troop  transports 

India  Overland  Troop  Transport  Service 

Purchase  of  horses       -         -         -         . 

Cost  of  education  of  officers  and  cadets 
at  Chatham  and  Sandhurst 

Cost  of  education  and  pay  of  assistant 
surgeons  at  Netley,  and  allowances 
and  passage  to  India  on  appointment 

Royal  Victoria  Hospital  at  Suez,  con- 
struction        -         .         •         -        - 

Miscellaneous     .        .         .         .         . 


Stores 


JN  on-effective. 
The  Imperial  Government  on  account  of 

retired  pay,  &c.  of  troops  serving,  or 

having  served,  in  India  (Act  25  &  26 

Vict.  c.  27)     -         - 
Retired  pay,  including  colonels'  allow 

ances      -        -         -        -        - 
Lord  Clive's  Fund  Pensions 
Lord  Clive's  Fund :    payment  to  repre 

sentatives  of  Lord  Clive  - 


Public  Works: 


£. 
738,620 
238,673 
150,646 

272,204 

144,735 

5,081 

0,684 


0,708 

20,410 
5,110 


1,612,870 
751,260 


220,500 

760,806 
141,742 

23,070 


Stores 


Interest  on  Debt: 

Loans  contracted  in  England : 
East  India  Bonds  -        -         - 
India  Debentures  -         -         - 
India  5  per  cent,  stock  - 
India  4  per  cent  stock  - 
Temporary  Loans .         -         - 

Dividends  on  the  India  Transfer  Loan 


Dividends  to  Proprietors  of  Ease  India  Stock 


£. 

200,000 

240,850 

855,000 

07,640 

50,000 


271. 


£. 
218,825 

15,158 
2,758 

2,780 
2,600 
2,634 


Kurrachee  Harbour,  engineering  expenses  -  -  . 
Payment  to  patentees  for  use  of  patent  in  construction 

of  Hydraulic  Graving  Dock  for  Bombay  Harbour  • 
Pa}* men t  to  architect  for  designs  for  proposed  new 

Custom  House  at  Bombay    -        •        -        -        - 


600,036 


244,664 
00,150 


2,364,180 


1,136,127 


12 
2,000 
2,981 


4,943 
76,045 


1,452,400 
64,851 


8,500,257 


£. 
275,231 


£. 
500 


80,988 


1,516,841 
629,970 


6,681,815 


Carried  forward 


6,957,046 


B  4 


6,957,54ft 
Digitized  by  V^OOQ tC 


i8 


HOMB   ACCOUNTS   OF  THB   OOYBRNMBNT  OF   INDIA. 


—  No.  3.  — 
AN  ACCOUNT  of  the  Debts  and  Credits  in  England  of  the  Government  of  Indiay 

on  3l8t  March  1868. 


DEBTS. 
East  India  Bonds : 

Bonds  bearing  interest  at  6  per  cent,  to  dist  May  1868,  and  at  3  and  4  per  cent 

afterwards     -----.--•..-► 

Bonds  not  bearing  interest  -•---•-••-- 


Add — Bonds  issued  as  security  for  temporary  loans  to  the  like  amount  - 


4,000,000 
20,917 


4,020,017 
1,000,000 


Fire  per  cent.  Debenture  Loan,  capital  of  the  loan  -••-.---.. 
Five  per  cent.  Slook,  capital  of  the  stock  -.---.--.--- 

Four  per  cent  Stock      -      ditto 

Dividends  on  the  capital  stock  of  the  East  India  Company  unclaimed  --•-... 
Amount  owing  iot  export  stores  and  miscellaneous  claims  -----•-•• 
Imperial  Goyemment :  Admiralty  and  War  Office  claims  -•---.... 
Unclaimed  prise-money,  applicable  to  Lord  CliTc's  Fund  (Acts  1  &  2  Geo.  4,  c.  61 ;  and  9  Greo.  4,  c  60) 


Poplar  Fmid,  iuclnding  unclaimed  wages  of  seamen,  &&• 

Unclaimed  prize-money,  applicable  to  Poplar  Fund  (Acts  1  &  2  Geo.  4,  c.  61;  and  9  Geo.  4, 
c.  60).        -        .        .         .^      .         -^      -         -         -         - 


£. 
216,727 

27,460 


Bills  of  exchange  from  India,  unpaid         ......... 

Indian  Railway  and  other  Guaranteed  Companies;  Amount  remaining  in  the  Home 
Treasury  to  the  credit  of  the  followintr  Companies,  afler  deducting  sums  drawn  in  India 
(partly  estimated)  in  excess  of  Capital  paid  into  the  Indian  Treasuries : 

East  Indian  Railway  Company  .---..1.. 

Madras  Railway  Company        --.---.... 

Great  Indian  Peninsula  Railway  Company  ►.-••-. 

Bombay,  Baroda,  uud  Central  India  Railway  Company        .         •         -         .         . 

Eastern  Bengal  Railway  Company    -.---.--. 

Oude  and  Itohilkund  Railway  Company 

Deduct— Amount  due  by  the  undermentioned  Companies  on  account  of  Payments  (partly 
estimated)  in  excess  of  Reoeipts  in  England  and  in  India : 

Scinde  Railway  Company  (including  Indus  Flotilla  and  Puiyaub  and  £• 

Delhi  Hailways) 615,346 

Calcutta  and  South  Eastern  Railway  Company          ....  178,892 

Great  Southern  of  India  Railway  Company         .....  4,077 

Madras  Irrigation  and  Canal  Company  Loan  Account          ^        .        .  180,000 


76,121 
764,479 
688,694 
168,088 
183,212 
881,280 


2,200,674 


828,814 


CREDITS. 


Cash 

Military  and  other  public  stores  remaining  unshipped  ....... 

Computed  Value  of  Buildings  and  Land;  viz.— 

New  India  Office         .-..----.-.. 

Land  for  improving  the  site  of  the  India  Office  and  the  approaches  thereto 

Warley  Barracks,  near  Brentwood,  Essex  (residue  of  purchase  money  payable  by  the 

War  Office) 

Store  Department,  Belvedere-road,  Lambeth  ....... 


460,000 
70,000 

16,000 
60,0#) 


Indian  Railways,  &c.;  amount  of  interest  paid  in  England  and  in  India  on  capital  of  Railway  and 
other  Guaranteed  Companies,  under  their  respeotive  deeds  of  contract,  deducting  therefrom  the  amount 
received  in  India  (partly  estimated)  applicable  to  the  repayment  of  such  interest        -         .         . 

£. 


£. 


6,020,917 

4,997,600 

17,100,000 

8,600,000 

10,991 

72,176 

104,639 

48,146 


244,177 
1,912 


1,377,860 


82,677,718 


2,888,009 
88,227 


606,000 


12,466,849 


16,986,686 


Brought  down.  Amount  of  Debto        -         - £.82,677,718 

Ditto     .     -     ditto     -    Credits 16,986,686 

Debts  in  Excess    -    *    -£.16,691,188 


The  above,  on  the  one  hand,  is  exclusive  of  the  amount  owing  to  Proprietors  of  India  Stock  for  their  capital ;  and  on  the 
other  hand,  of  the  Guarantee  or  Security  Fund,  formed  under  the  provisions  of  the  Act  8  &  4  Will.  4,  c.  86. 
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—  No.  4,  — 

A  LIST  of  the  Establishment  of  the  Secbetart  of  State  in  Council  of  lMdia,md  of  the  Salarii 
and  Allowances  payable  in  respect  thereof,  on  3l8t  March  1868. 


Secretary  of  State,  Under  Secretaries  of  State,  Assistant  Under  Secretary  of  State,  and 
Members  of  Council  --         -         -         --        -        --         -         -         -- 

Correspondence  Department :  consisting  of  sixty-three  officers  and  clerks,  including  Pri? ate 
Secretary  to  Secretary  of  State    ---------.- 

Record  and  Statistical  Department :  consisting  of  one  officer  and  one  assistant     -        •        - 

Military  Funds  Department :  consisting  of  nine  officers  and  clerks,  exclusive  of  director,  who 

receiyes  no  salary  for  this  office    -.---.----- 

R^^try  and  Despatch  Department :  consisting  of  seventeen  officers  and  clerks    .         •         - 

Accountant  General's  Department :  consisting  of  twenty^five  officers  and  clerks    .        -        . 

Store  Department :  consisting  of  thirty-one  officers  and  clerks,  and  twenty  exaipiners  and 
assistant  examiners  of  stores         .----.---.. 

Miscellaneous  Departments :  consisting  of  Government  Director  of  Indian  Railway  Companies; 
Librarian  and  assistant ;  Reporter  of  the  Products  of  India  and  Keeper  of  the  Masenm,  two 
assistants  and  two  sub-assistants ;  two  Members  of  Medical  Board  for  the  examination  of 
officers  of  the  Indian  services ;  Standing  Counsel,  Solicitor,  Geographer,  Clerk  of  the  Works, 
Draughtsman  and  Clerk  to  ditto.  Keeper  of  the  Records,  and  Lithographic  Printer  - 

Office-keepers,  hall  porters,  and  messengers       --.....-. 

Superintendent  of  charwomen,  charwomen  and  housemaids  ...... 

Artisans  and  labourers    --.-----.---- 

Portion  of  the  former  establishment  of  the  Board  of  Control,  retained  at  the  office  in  Cannon 
Row,  in  charge  of  papers,  consisting  of  one  officer,  messenger,  housekeeper,  and  charwoman 


Labourers  in  the  Department  of  the  Director  General  of  Stores 


Number. 


19 

68 

2 

9 
17 
26 

61 


17 
66 
32 
12 


817 
186 


468 


Sabriet 
and  Allovmott. 


28,460  -  - 

86,868  -  - 

2,100  -  - 

2,240  -  - 

6,960  -  - 

11,742  -  - 

16,100  -  - 


8,640  -  - 

6,840  -  - 

1,848  -  - 

1,006  -  - 

896  -  - 


119,679 
8,484 


128,018     -     - 


Allowances  payable  to  clerks  and  labourers  temporarily  employed 


£.%766     -    - 


Note, — A  revised  scheme  for  the  Establishment  of  the  Secretary  of  State  for  India  in  Council  was  approved  by 
Her  Majesty  in  Council  on  the  drd  August  1867.     Vide  Sessional  Paper,  No.  622,  August  1867. 


—  No.  5.  — 

AN  ACCOUNT  of  New  or  Increased  Salaries,  Establishments,  or  Pensions,  granted  or 
created  in  Great  Britain,  between  let  April  1867  and  31st  Marcli  1868. 


Salaries. 

Mr.  Henry  C.  G.  Bedford,  chief  clerk,  Stores  Department,  personal  allowance 
Mr.  Thomas  Pakemgan,  senior  clerk     -        -     ditto         -        -      ditto  - 

Establishments. 
Mr.  James  S.  Bailey,  Keeper  of  Records,  Military  Department      -        -        . 


amount  pee  annum. 


£.      s.  d. 
100    -    - 

60     -     - 


160     -     - 


271, 
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No«  5.— An  Aocoant  of  New  or  Increased  Salaries,  ko.'-'^continued^ 


Pensions. 

Captain  H.  L«  Higginson,  a  sabistence  allowance  on  retirement  •••••- 
Mr.  G.  Holland,  late  Bengal  Artillerj,  a  subsistence  allowance  ---•.- 
Mrs.  Eliza  Hough,  widow  of  the  late  Mr.  G.  Hough,  Director  of  Public  Instruction,  British 

Burmah,  a  pension  for  herself  and  her  daughter,  in  consideration  of  her  husband's  eminent 

services         -----...---•-.. 
Captain  A.  D.  Jennings,  late  Bengal  Caralry,  a  subsistence  allowance  -        -        -        •        • 
Mrs.  Ellen  C.  Lee,  widow  of  the  late  Lieutenant  H.  C.  Lee,  pension  increased  from  40  /.  to 
Mr.  W.  Lines,  late  Lithographer  at  India  Office,  a  special  pension  in  consideration  of  long 

service  ..-.--..--..-.- 

Captain  Robert  Locke,  late  Embarkation  Officer  of  the  India  Office,  compensation  allowance 

on  abolition  of  his  office  •..--------- 

Mrs.  E.  A.  Majne,  widow  of  the  late  Major  Robert  Mayne,  a  pension  for  herself  and  seven 

children,  in  consideration  of  the  death  of  her  husband  from  illness  contracted  on  field  service 

in  Bhotan    --------------- 

Commander  P.  W.  Mi^cheson,  late  of  the  Indian  Navj,  a  special  pension  in  consideration  of 

good  services  and  loss  of  a  leg  in  action  ---------- 

Mr.  J.  B.  Semler,  late  Conductor  in  Indian  Navj,  compassionate  allowance  in*  consideration  of 

his  long  service      -•--.------.-- 

Mrs.  A.  F.  Winsor,  widow  of  Heniy  Winsor,  late  Messenger  in  the  India  Office,  compassionate 

pension  in  consideration  of  her  large  family  and  destitute  condition     •        -        -        -         - 


▲MOUNT  PER  ANNUM, 


£.  S.  d. 

60  -  - 

50  -  - 

98  8  - 

60  -  - 

60  -  - 

120  -  - 

250  -  - 

246  -  - 

100  -  - 

48  -  - 

16  12  - 


—  No.  6-  — 


Allowances,  Compensations,  and  Supebannuations,  granted  between  1st  April  1867 
and  31st  March  1868,  under  Act  21  &  22  Vict  c.  106. 


Period 

Salary 

NAME. 

OFFICE. 

of 
Service. 

Age. 

and 
Allowanoee. 

Annual  Pension* 

Years. 

Years. 

£.     #.    d. 

£.     s.    d. 

Mr.  John  Charles  Mason  - 

Secretary,  Marine  Depart- 
ment. 

60 

69 

1,480    -    - 

1,480     -    - 

Mr.  Edmund  D.  Bourdillon 

Secretary,     Public      and 
Ecclesiastical  Department. 

89 

66 

1,200    -    - 

1,000     -    - 

Hon.  Gerald  N.  DiUon      - 

Assistant  Secretary,  Marine 
Department. 

24 

43 

900    -    - 

700     -    - 

Mr.  George  E.  Cochrane  - 

Assistant  Secretary,  Mili- 
tary Department. 

42 

66 

1,000    -     - 

1,000     -     - 

Mr.  Henry  C.  Deedes 

Assistant  Secretary,  Public 
and  Ecclesiastical   De- 
partment 

26 

46 

900     -    - 

700     -     - 

Mr.  Josceline  Courtenay  - 

Assistant  Secretary,  Judi- 
cial Department. 

26 

42 

876    -    - 

700     -    - 

1 

Mr.  John  E.  Boucher 

Chief  Clerk,  Pay  Branch, 
and  Cashier,  Accountant 
General's  Department. 

40 

66 

1,000    -    - 

900     -    - 

Mr.  Clifford  Craufiird      - 

Chief  Clerk,  Examination 
of  Claims  Branch,  Ac- 
countant General's  De- 
partment 

40 

61 

860     -    - 

800    -    - 

Mr.  William  Downing      - 

Keeper    of    India    Office 
Museum. 

32 

64 

600     -     - 

876     -    - 

Mr.  William  V.  Andrews  - 

Junior  Clerk,  Marine  De- 
partment. 

11 

81 

303     -     - 

202     -    - 

Isaac  Voysey  -         -         -         - 

Messenger,  India  Office    - 

22 

58 

100     -     - 

66  18     4 

Robert  Brown          -        -        - 

Ditto      -      ditto - 

26 

48 

104     5     - 

69  10     - 

Frederick  Pulman    ... 

Messenger,  India  Museum 

24 

68 

120     -     - 

80    -    - 

Mr.  John  E.  Brewer 

Copying  Clerk 

- 

- 

- 

Gratuity. 
1,000    -    • 

Digitized  by 


Google 


HOME  ACCOUNTS   OF  THB   GOVBBNMBNT   OF   INDIA. 


21 


—  No.  7-  — 

CoMPEKSATiOKS  granted  to  the  Families  of  Deceased  Officers  of  the  East  India 
Company's  late  Maritime  Service,  in  the  form  of  Annuities,  between  Ist  April  1867 
and  3l8t  March  1868,  under  Act  3  &  4  Will.  4,  c.  85. 


NAME. 

Date  of  Grant. 

Anniua 
Penskm. 

£,    *.    d. 

Mrs.  M.  A.  Dudman,  widow  of  captain 

1  Aug.  1867 

40  -  - 

\ 

Mrs.  E.  J.  Daniell    -    -     ditto 

8  Aug.  1867 

100  -  - 

Mrs.  A.  M' Allan,  widow  of  surgeon'*  mate 

8  Oct.  1867 

28   -  - 

1  Daring  widowhood. 

Mrs.  L.  Craggy  widow  of  parser         ... 

26  Mar.  1868 

40 

^ 

f  ndia  Office,       1 
9  May  1868.  J 


WiOiam  G.  OoodUffcy 

Aoooantant  Geo«niI* 
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EAST  INDIA  (CURRENCY). 


RETURN  to  on  Address  of  the  Honourable  The  House  of  Commons, 
dated  10  March  1868  ^--foTj 


*^  COPY  of  the  Report  of  the  Commission  appointed  by  the  Government  of 
India  to  consider  the  Question  of  the  Currency/' 


India  Office^  \  T.  L.  SECCOMBE, 

12  March  1868J  Financial  Secretary. 
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REPORT  of  the  Commission  to  inquire  into  the  Operation  of  Act  XIX.  of  1861, 
being  an  Act  **  to  provide  for  a  Govbrnmbnt  Paper  Currency." 


Resolution   in  the  Financial  Department  by  the  Governor  General  in  Council 

dated  the  3rd  February  1866. 

Read  again  the  following  correspondence  regarding  the  working  of  the 
Paper  Currency : — 

From  the  Chamber  of  Commerce,  dated  23rd  January  1866. 

To  the  Chamber  of  Commerce,  No.  544,  dated  Ist  February  1866. 

From  the  Chamber  of  Commerce,  dated  3rd  February  1866. 

The  Governor  General  in  Council  observes  that  the  memorial  of  the  Chamber 
of  Commerce  is  in  consonance  with  the  views  which  the  Government  had  under 
consideration. 

The  sense  of  the  commercial  community  as  well  as  of  the  Government  of 
India  has  been  repeatedly  declared  in  favour  of  a  gold  currency,  but  the 
Secretary  of  State  has  not  as  yet  been  satisfied  that  the  attempt  would  be 
expedient  or  practicable.  Instead  of  a  gold  a  paper  currency  has  been  intro* 
duced,  in  the  expectation  that  it  would  prove  a  more  convenient  and  acceptable 
circulating  medium  than  either  of  the  precious  metals. 

After  the  experience  of  nearly  five  years,  it  is  now  desirable  to  enquire 
whether  this  expectation  has  been  fulfilled.  The  enquiry  should  be,  in  the  first 
instance,  an  enquiry  into  the  operation  of  the  Paper  Currency  Act,  and  not,  as 
the  Chamber  of  Commerce  propose,  an  inquiry  as  to  the  expediency  of  intro- 
ducing  gold  into  the  monetary  system  of  India.  It  must  be  shown  that  paper 
has  not  proved  and  is  not  likely  to  prove  a  circulating  medium  adequate  to  the 
wants  and  suitable  to  the  habits  of  the  country  before  an  endeavour  is  made  to 
introduce  gold  in  supersession  of,  or  in  addition  to,  paper. 

The  Governor  General  in  Council  has  accordingly  determined  to  appoint  a 
Commission,  consisting  partly  of  official  and  partly  of  mercantile  gentlemen, 
to  inquire  into,  take  evidence,  and  report  upon  the  operation  of  the  Paper 
Currency  Act,  upon  any  improved  arrangements,  including  the  introduction  of 
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notes  of  the  denomination  of  fi^e-  fwpcey,  by-irhidi  it  could  be  rendered  more 
eflfective,  and  upon  any  extension  of  the  monetary  system  which  the  increasing 
commerce  and  prosperity  of  the  country  may  seem  to  require.  The  Commission 
will  be  constituted  as  follows/:— 

President 
His  Excellency  General  Sir  W.  R.  Mansfield,  k.  c.  b. 

Members. 

Honourable  H.  S.  Maine. 

Honourable  W.  Grey. 

Honourable  J.  N.  BuUen. 

HonouNkbte  D.  Cowie. 

Mb;  I.  H.  Lushington. 

Mr.  G.  Dickson,  Secretary,  Bank  of  Bengal. 

Mn  W.  Anderson,  Manager,  Grientd  Bank. 

Mr.  H.  G.  Dunlop,  Manager,  Agra  and  Masterman's  Bank. 

Secretary. 
Mr.  Denzil  R.  Onslow. 

Ordered,  that  this  resolution  bei  communicated  to  the  president  aiW  members 
of  the  C!ommission,  and  to  the  secretary  of  the  Commissian^  and  be  publiahed  in 
the  "  Gazette  of  India." 

(signed)         E.  H.  Luskingjton^ 
Secretary  to  the  Government  of  India. 


Memorandum  by  the  Financial  Member  of  Council. 

The  Paper  Currency  Act  came  into  operation  in  the  summer  of  1861  ;  but, 
up  to  this  time,  the  currency  notes  bear  a  very  small  proportion  to  the  estimated 
amount  of  the  metallic  circulation. 

The  issue  of  paper  has  nerer  exceeded  8,000,000 1,  and  at  the  date  of  the 
last  return  was  under  7,000,000  L  This  sum  includes  a  large  amount  of  notes 
which  have  beea  used  foe  mefcaBtile  remittsuieeay  and  have  never  formed  part  of 
the  circulating  medium. 

The  note  circulation  is  principally  confined  to  the  area  adjacent  to  the  circles 
of  issue.  At  a  distance  from  the  curcles,  the  note  ceases  to  pjtss  current,  and 
when  it  is'  not  tendered  in  payment  of  a  debt,  it  is  usually  cashed  at  a  discount 
in  the  bazar. 

The  practical  effect,  therefore^  of  the  existing  provisions  of  the  law  is,  dlat 
tjhe  currency  note  is  a  convenient  substitute  for  a  Inx^dee  or  inland  bill  of 
exchange,  but  fails  to  fulfill  its  legitimate  function  as  a  substitute  for,  and  aa 
auxiliary  to.,  the  metallic  circulation. 

The  first  named  operation,. though  not  one  which  a  paper  issue  wis  intended 
U>  serve^  is  incidental  to  the  system,  and  within  moderate  limits  would  hardly 
call  for  legislative  redress^  or  even  for  administrative  restraint.  It  is  t\^ 
coagestioQ  of  the  circulation  at  a  distance  from  the  circle  of  issue  which  requires 
a  remedy,  and  it  is  to  this  point  that  the  attention  of  tlie  Commission  will 
doubtless  be  principally  directed. 

The  Govenunent  have  no  interest  in  forcing,  nor  any  desire  to  force,  a  paper 
currency  upon  the  people  of  India.  Paper  money,  in  combination  with  the 
precious  metals,  has  kmg  been  in  use  among  civilized  nations,  and  has  beem 
found  eminently  conducive  to  the  purposes  of  commerce,  as  well  as  to  the 
ordinary  transactious  of  business.  The  Government  of  India  having  thought 
fit  to  provide  this  accommodation  for  the  people  of  India,  feel  bound  to  tdte 
care  that  it  is  not  impeded  by  any  obstacle  which  it  may  be  in  their  power  to 
remove.  The  Governor  General  in  Council,  therefore,  in  considering  the  present 
state  of  the  currency^  has  deemed  it  expedient  to  invite  the  aid  of  a  Commission 
composed  partly  of  members  of  the  administration  and  partly  of  gendemen 
conversant  with  commercial  and  monetary  affairs. 

It  seems  to  be  clear  that  the  existing  arrangements  of  the  currency  circles  in 
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ihe  mofiiBsil  do  not  afford  the  reqiiisite  faeilities  for  the  oonrerBioii  of  the  oote. 
A  multiplication  of  the  circles  sufficiently  evienHwe  to  meet  this  difficulty 
would,  however,  effectually  put  a  stop  to  the  circulation  of  the  note,  as  it  would 
te  impracticable  by  any  distribution  of  the.  coin  reserva  to  make  the  note  of  a 
minor  circle  payable  elsewhere  than  at  the  circle  from  which  it  was  issued^  or  at 
the  presidency  town. 

It  may  be  doubted,  indeed,  whether  a  syst^n  of  circies  ae  established  in  India 
iu  fitted  to  promote  a  paper  circulation ;  and  whether  it  would  not  be  better  to 
have  only  one  central  office  of  issue  and  payment  at  each  of  the  presidency 
towns.  It  is  possible  that  arrangements  might  be  made  by  which  (in  the  abseoce 
of  banks,  which  are  the  most  appropriate  agencies  for  such  purposes)  greater 
facilities  might  be  afforded,  by  the  aid  of  some  of  the  local  treasuries,  mr  the 
conversion  of  a  presidency  note  than  is  now  provided  by  the  circle  system. 

It  is  also  a  point  well  worthy  of  consideration  whether  it  might  not  be  ex- 
pedient to  issue  a  note  of  a  lower  denomination  than  10  rupees.  The  original 
proposal  of  Mr,  Wilson,  with  which  the  Secretary  of  State  agreed,  was  to  begin 
with  notes  of  five  rupees. 

These  seem  to  be  the  principal  points  which,  as  far  as  regards  the  paper 
currency,  will  probably  engage  the  attention  of  the  CSommission.  The  regma- 
tions  of  a  currency  should  be  few  and  simple*  The  main  condition  of  paper 
money  is  its  convertibility,  and  this  being  ascertained,  its  circulation  will  be 
rather  retarded  than  promoted  by  provisions  for  its  convertibility  at  numerous 
stages  of  its  progress.  If  paper  is  acceptable  to  the  people  as  a  substitute  for. 
coin,  it  will  be  adopted  ;  if  not,  no  regulations  will  force  it  into  circulation. 

It  is  probable,  however,  that  the  Commission  may  desire  to  pursue  their 
inquiry  into  the  expediency  of  giving  a  further  development  to  the  experiment 
which  has  been  partially  tried  of  introducing  gold  as  part  of  the  circulating 
medium.  The  proposal  to  receive  the  English  and  Australian  sovereign  at  the 
rate  of  10  rupees  in  payment  of  revenue  at  the  Indian  treasuries  has  resulted  in 
the  accumulation  on  the  hands  of  the  Government  of  a  certain  amount  of  gdkl 
coin  for  which  there  is  no  demand.  But  the  failure  of  this  half  measure  is  no 
proof  that  a  gold  currency  is  not  desired.  For  a  series  of  years,  the  introduc- 
tion, or  rather  the  revival  of  gold  as  a  circulating  medium,  has  been  urged  upon 
the  Government  by  various  classes  of  the  community.  The  increasing  demand 
for  Indian  produce,  the  general  extension  of  commerce,  and  the  outlay  of  capital 
on  works  of  internal  improvement,  render  it  more  than  ever  necessary  that 
further  provisions  should  be  made  for  an  expanded  circulation.  Ample  materials 
will  be  found  in  the  discussions  to  which  the  proposal  for  the  introduction  of  a 
gold  currency  has  from  time  to  time  given  rise  for  the  considerations  of  this 
most  important  branch  of  the  monetary  question.  Two  points,  however,  may 
be  considered  as  determined.  The  one  is,  that  nothing  short  of  the  recognition 
of  the  sovereign,  or  some  other  denomination  of  gold  coin  as  a  legal  tender,  will 
suffice ;  and  secondly,  that  the  result  of  this  recognition  must  be  sooner  or^later 
the  establishment  of  the  more  precious  metal  as  the  ruling  standard. 

2  February  1866.  W.  N.  Massey. 


REPORT  of  the  Commission  to  inquire  into  the  Operation  of  Act  XIX. 

of  1861. 

The  Commission  have  understood  that  the  principal  object  set  before  them, 
under  the  orders  of  the  Government  of  India,  was  to  obtain  information  from  all 
available  source^  regarding  the  Operation  of  the  existing  currency  arrangements 
which  were  established  under  Act  XIX.  of  1861. 

2,  A  second  matter  was  incidentally  submitted  to  their  consideration,  viz., 
what  may  be  the  advantage,  as  based  on  expediency,  of  the  introduction  of  the 
legal  tender  of  gold  into  ludia  in  addition  to  that  of  silver. 

3.  Accordingly,  with  respect  to  these  two  points,  an  examination  of  such 
witnesses  as  were  available  at  Calcutta  in  the  spring  of  1866,  took  place  during 
that  season.    Series  of  questions  were  subsequently  addressed  to  the  sever^ 
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governments,  administrations,  commissions,  and  coliectorates  throughout  India» 
as  also  to  the  several  banking  corporations. 

4.  The  result  has  been  the  collection  of  a  very  large  mass  of  evidence,  which 
is  set  out  in  full  in  the  Addenda  of  this  Report*  A  precis  of  the  several  sets  of 
answers  thus  obtained  is  annexed. 

5.  The  chief  duty  of  the  Commission  may,  perhaps,  therefore,  be  held  to  have 
been  performed  in  submitting  to  the  Government  of  India  the  evidence  thus 
collected. 

6.  This  having  been  done,  it  seems  convenient  to  show  the  general  results. 
The  questions,  as  above  referred  to,  are  accordingly  set  out  with  a  brief  epitome 
of  the  precis  of  the  answers,  it  being  observed  that  the  depositions  of  the  autho- 
rities consulted  at  Calcutta  are  corroborated  in  all  essential  particulars  by  the  in- 
formation obtained  elsewhere. 


Circular  to  the  Officers  in  charge  of 
Treasuries. 

Question  No.  I.  Are  Government  cur- 
rencv  notes  readily  received  and  paid  away 
by  the  native  commtuiity  at  their  full  value 
in  private  monetary  tnmsactions  ? 

Question  No.  2.  If  not,  what  is  the 
reason  for  their  depreciation,  and  what  is 
the  average  rate  at  which  they  are  dis- 
counted? 


Question  No.  3.  What  facilities  are  af- 
forded by  officers  in  charge  of  Government 
treasuries  for  the  exchange  of  currency 
notes  for  silver,  and  silver  tor  notes  ? 


Question  No.  4.  Are  these  facilities  suffi- 
cient; if  not,  what  means  can  you  suggest 
for  increadng  them  ? 


Epitome  of  Mr.  Onslow^s  Precis. 

Answer  No.  1.  A  general  negative,  except 
in  presidency  towns  and  centres  of  note 
circulation. 


Answer  No.  2.  Want  of  facilities  for  con- 
vertibility; distrust  in  the  native  mind; 
discount  charged  in  the  bazars  at  various 
rates  by  the  shroffs  when  changing  the 
notes  for  coin ;  if  notes  are  lost  or  destroyed 
by  accident,  difficulty  in  obtaining  dupli- 
cates.    Silver  and  gold  are  preferred. 

Answer  No.  3.  Notes  generally  riven  for 
cash ;  but  the  reverse  does  not  take  place, 
except  for  the  convenience  of  travellers. 
At  some  stations,  exceptionally  as  it  were, 
cash  is,  however,  riven  for  notes.  The 
rules  issued  by  the  Accountant  General  are 
followed.  Notes  are  received  in  payment 
of  land  revenue.  The  supply  of  notes  is 
too  limited  at  some  stations.  It  is  also  said 
that  there  are  less  fiEtcilities  permitted  now 
than  was  formerly  the  case, — vide  Kistna, 
Oomrawuttee,  Purneah. 

Answer  No.  4.  That  currency  depart- 
ment and  presidency  banks  be  authorised 
to  pay  silver  for  notes ;  that  notes  of  each 
separate  circle  should  be  payable  on  demand 
at  any  treasury  within  the  circle ;  that  pre- 
sent restrictions  should  be  removed,  so  that 
notes  may  be  issued  and  .cashed  at  all 
British  treasuries. 

Some  think  that  present  facilities  are 
sufficient.  Officers  should  be  permitted  to 
cash  notes  to  the  extent  to  which  their 
resources  may  permit  The  establishment 
of  offices  of  sub-issue  would  facilitate  trans- 
actionsy — see  Bullooah.  Notes  should  be 
declared  legal  tender  in  Candeish. 

Restrictions  with  regard  to  notes  being 
used  for  remittances  should  be  removed. 

Notes  of  low  value  should  be  freely 
cashed  by  treasurers.  A  maximum  of  notes 
in  store  might  be  fixed;  when  notes  in 
store  reach  that  maximmn  encashment  to 
be  refused, — see  Ghazeepore. 

Notes  should  be  entrusted  to  tehseeldars 
for  sale. 

An  universal  note  is  advocated, — ^eeLul- 
lutpore.  Would  make  Berar  a  centre  of 
currency,  —  $ee  Oomrawuttee.  The  Ac- 
countant General  should  cease  from  inter- 
ference, and  ajlow  treasury  officers  more 
latitude, — see  Purneah. 
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Circular  to  the  Officers  in  charge  of 
Treasuries. 

Question  No.  5.  Do  you  consider  the 
present  arrangement  of  circles^  with  a  sepa- 
rate note  for  each  circle^  well  calculated  to 
f  remote  the  reception  of  a  paper  currency 
y  the  native  population,  ana  would  you 
retain  it  ? 

Question  No.  6.  If  not,  would  you  pro- 
pose to  increase  the  number  of  circles  (still 
retting  the  plan  of  a  separate  note  for 
each  circle),  and,  if  so,  to  what  extent? 
Or,  keeping  the  present  number  of  main 
circles,  would  you  establish  oflSces  of  sub- 
issue  at  the  chief  local  treasuries  within  each 
circle,  where  the  note  should  be  convertible 
on  demand,  as  at  the  head  office  of  issue  of 
the  circle  ? 


Question  No.  7.  Or  would  you  prefer  the 

I  Ian  of  having  one  universal  note  for  all 
ndia,  to  be  convertible  only  at  the  presi- 
dency towns  and  at  certain  specified  trea- 
suries? Or  is  there  any  other  plan  you 
would  recommend  ? 

N.B. — In  replying  to  these  last  three  qnestions, 
please  to  state  mlly  ue  grounds  on  which  you  give 
a  preference  to  one  plan  rather  than  to  the  others, 
specially  with  reference  to  the  important  ohject  of 
estahlisfiing  a  paper  currency  in  the  confidence  and 
liking  of  toe  Natives. 

Question  No.  8.  Would  you  propose  a 
note  of  the  value  of  five  rupees,  and  if  so, 
on  what  groimds  ? 

Question  No.  9.  Are  vou  of  opinion  that 
the  five-rupee  note  would  have  a  larger  cur- 
rency than  notes  of  a  greater  value  ? 

Question  No.  10.  Are  notes  used  much 
by  flie  shroffs  and  Native  bankers  for  pur- 
poses of  remittance  ? 


Question  No.  11.  Is  it  the  practice  of  the 
shroffs  and  Native  bankers  to  exact  discoimt 
in  all  cases  of  cashing  notes  ? 

Question  No.  12.  Do  the  shroffs  and  Na- 
tive bankers  buy  up  the  notes  at  a  discount 
for  the  purpose  of  sending  them  to  the  head 
^quarters  of  circles  for  encashment  ? 

Question  No.  13.  Do  the  shroffii  and  Na- 
tive bankers  prefer  the  note  to  hoondees  for 
purpose  of  remittance  ? 

Question  No.  14.  If  your  silver  reserve 
runs  very  low,  owing  to  a  large  number  of 
currency  notes  beine  presented  for  cash, 
what  facilities  by  rau  or  road  have  you  for 
reinforcing  the  reserve,  and  to  what  depart- 
ment or  treasury  would  you  first  apply  ? 

Question  No.  15.  Has  your  treasury  been 
unable  to  meet  the  public  demand  for  paper 
currency  in  consequence  of  vour  indents  for 
notes  not  having  been  complied  with  ? 
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Epitome  of  Mr.  Onslow* s  Precis. 

Answer  No.  5.  The  unanimity  and  the 
decision  of  the  answer  in  the  negative  to 
tills  question  is  very  remarkable. 


Answer  No.  6.  Some  would  retain  circles 
and  establish  offices  of  sub-issue,  where  notes 
could  be  cashed.  Others  think  there  should 
be  one  note  convertible  at  every  treasury. 
Others,  that  notes  of  inferior  denomination 
should  be  convertible  at  all  treasuries,  but 
that  notes  of  a  high  one  should  be  only 
cashed  in  their  own  circle.  Others,  that 
there  should  be  one  note  for  each  presi- 
dency cashable  at  all  treasuries  within  the 
limits  of  the  latter.  Abolish  the  circles- 
Notes  of  every  circle  should  be  payable 
on  demand  at  the  presidency  towns,  and  at 
specified  treasuries  where  tnide  exists.  See 
Foona. 

Answer  No.  7.  Yes ;  convertible  at  pre- 
sidencies and  principal  treasuries.  Otiiers^ 
in  favour  of  universal  notes  convertible  at 
all  treasuries.  Others,  note  for  each  presi- 
dency. Note  to  be  inconvertible,  but  legal 
tender :  the  issue  not  to  exceed  one  year's 
revenue  of  the  empire.  Grreat  preponder- 
ance in  favour  of  one  universal  note,  if 
readily  convertible. 


Answer  No.  8.  Opinions  much  divided  on 
this  pointy  though  the  preponderance  is 
somewhat  in  fisivour  of  a  five-rupee  note. 

Answer  No.  9.  Opinions  evenly  divided. 


Answer  No.  10.  Yes,  at  certain  places  and 
centres  of  commerce ;  but  no,  at  the  great 
majority  of  stations.  The  practice  clearly 
depends  on  the  convenience  or  possible  pro- 
fits of  the  Native  bankers. 

Answer  No.  11.  The  answer  in  the  affir- 
mative is  almost  unanimous. 


Answer  No.  12.  The  answer  is  generally 
negative ;  but  there  are  a  few  exceptions, 
which  are  not  unimportant,  and  perhaps 
have  caused  the  alarms  of  the  Accountant 
General. 

Answer  No.  13.  Answers  negative,  with 
very  few  exceptions. 

Answer ^  No.  14.  For  answers,  see  precis ; 
each  station  having  to  answer  with  regard 
to  its  own  facilities  of  communication  with 
others. 


Answer  No.  15.  Answer  generally  nega- 
tive ;  exceptions  very  rare. 
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Circular  to  the  Officers  in  charge  of 
Treasuries. 

Question  No.  16.  If  so,  what  teasons  have 
been  assigned  for  the  refusal  to  comply  with 
your  indents  ? 

Question  No.  17.  What  average  value 
does  the  Government  gold  mohur  bear  in 
the  bazars  in  your  neighbourhood  ? 

Question  No.  18.  What  average  value  does 
the  English  sovereign  bear  in  the  bazars 
in  your  neighbourhood  ? 

Question  No.  19.  What  average  value  does 
the  Australian  sovereign  bear  in  the  bazars 
in  your  neighbourhood  P 

Question  No.  20.  Do  you  think  that  the 
coins  above  mentioned  generally  bear  a 
higher  value  in  mofussil  bazars  than  in  the 
presidency  towns  ? 

Question  No.  21.  If  so,  what  is  the  cause  ? 

Question  No.  22.  Are  the  people  fond  of 

£>ld  for  the  purposes  of  hoarding  and  circu- 
tion? 

Question  No.  23.  Would  the  Natives  like 
m  gold  currency  ? 

Question  No.  24.  Are  gold  coins  of  15, 
10,  and  5  rupees  likely  to  find  more  favour 
in  their  eyes  than  notes  of  like  value  ? 

Question  No.  25.  Would  a  gold  currency 
help  the  establishment  of  a  paper  currency, 
gold  being  held  as  a  reserve  by  traders  and 
others,  and  the  notes  passing  from  hand  to 
hand  for  circulation  when  people  become 
accustomed  to  them  ? 

Question  No.  26.  Would  a  gold  currency 
x^ssist  the  outlying  treasuries  in  ensuring  the 
convertibility  of  the  note  ? 

Question  No.  27.  What  is  the  opinion  of 
large  shroffs  and  dealers  on  currency  ?  Do 
they  prefer  a  silver  currency  alone,  or  silver 
ana  paper,  as  it  at  present  exists,  or  silver, 
gold,  and  paper  ? 

Question  No.  28.  Does  bar  gold  circulate 
in  your  neighbourhood ;  if  so,  how  is  its 
punty  ensured  ? 

Question  No.  29.  Are  Native  gold  mohurs 
much  used  by  Natives  as  means  of  currency 
in  your  nei^bourbood  ? 

Question  No,  30.  State  the  names  of  the 
gold  mohurs  ? 


Question  No.  31.  Do  they  pass  for  intrin- 
sic value  ? 

Question  No.  32.  Or  do  they  bear  an  arti- 
ficial vaUie  according  to  their  respective  de- 
nominations, or  as  proceeding  from  certain 
Native  states? 


Epitome  of  Mr.  Onslow* s  Precis. 


Answer  No.  16.  In  the  very  rare  instances 
of  the  answers,  cause  referable  to  die  Ac* 
countant  G^BieraL 

Answer  No.  17.  At  par  in  many  places; 
above  par  in  many  others ;  below  par  in  a 
very  few. 

Answers  Nos.  18  and  19.  English  sove- 
reign at  par  at  a  certain  number  of  places; 
above  par  at  very  many  others ;  below  par 
at  a  very  few.  Australian  sovereign  but 
little  known;  but  apparently  not  taken 
with  so  much  readiness  as  the  English  one* 

Answers  Nos,  20  and  21.  Answer  ^nerally 
in  the  affirmative. 


Answer  No.  22.  Yes,  generally  for  the 
purpose  of  hoarding,  and  merchants  for  that 
of  circulation,  or  as  an  article  of  commeroe. 

Answer  No.  23.  The  affirmative  answer 
may  be  said  to  be  unanimous. 

Answer  No.  24.  The  affirmative  answer 
may  be  said  to  be  unanimous. 


Answer  No.  25.  Opinions  generally  affir- 
mative. 


Answer  No.  26.  Opinions  very  generally 
affirmative. 


Answer  No.  27.    General  preference  of 
gold,  silver,  and  paper  almost  unanimous. 


Answer  No.  28.  Consult  precis.  Gold 
circulates  apparently  as  an  article  of  trade 
in  a  good  many  places,  but  is  not  treated  as 
money  under  the  existing  laws. 

^  Answer  No.  29.  Almost  imanimous  nega- 
tive. 


Answer  No.  30.  Refer  to  the  precis.  Al- 
though not  much  circulated,  it  is  evident^ 
from  the  answers  to  this  question,  that  the 
practice  of  keeping  gold  as  a  reserve  must 
be  almost  universid  among  all  classes  jurt 
raised  above  poverty. 

Answers  Nos.  31  and  32.  Generally  for 
intrinsic  value. 

Note. — Tliis  epitome  gives  the  general  ooncIusionB 
of  the  answer  to  queries  addressed  to  the  other 
authorities  to  whom  circulars  were  sent,  as  well  as 
to  the  officers  in  charge  of  treasuries. 
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7.  When  it  is  considered  that  the  answers  shown  in  the  epitome  are  the  con- 
densation of  the  observation  and  opinions  of  authorities  exercising  power,  or 
ilischargiDg  financial  duties  over  every  part  of  British  India,  the  Commission 
feel  justified  in  the  inference  that,  in  some  instances,  facts  have  been  solidly 
established,  and  that  in  others  of  important  character  the  unanimity  of  opinion, 
as  based  on  personal  observation,  is  a  matter  of  extraordinary  significance  with 
respect  to  the  wants  of  the  country  and  the  manner  in  which  those  wants  may 
be  met. 

8.  It  thus  appears — 

I. — ^That  a  Government  paper  currency,  established  under  Act  XIX. 
of  1861,  has  been  io  actual  existence  since  1st  of  March  1868 ; 

II. — ^That  some  of  the  circles  have  been  but  very  recently  established  ; 

III. — That  out  of  the  presidency  towns  the  people  have  not  as  yet 
been  educated  to  the  point  of  using  a  paper  currency ; 

IV.— And,  therefore,  that  its  apparent  failure,  as  generally  deposed  to, 
is  not  a  sufficient  reason  for  despairing  of  its  gradual  ex- 
tension. 

9.  The  Commission  have  not  succeeded  in  obtaining  accurate  reports  regarding 
the  amount  of  capital,  whether  in  shares  or  deposits,  now  held  by  the  several 
British  Banking  Companies  which  are  doing  business  in  the  presidencies  and 
many  mofussil  cities  in  India.  The  ann^unt  of  such  capital,  however,  is  now 
very  considerable,  and,  notwithatandiug  the  misfortunes  of  this  year,  it  has  a 
steady  tendency  to  increase* 

10.  It  is  clear  that  in  the  great  centres  of  commerce,  whether  on  the  seaboard 
or  in  the  interior,  the  introduction  of  a  sound  and  well-regulated  system  of 
banking  not  only  familiarizes  the  people  with  the  use  of  a  paper  currency,  but 
largely  promotes  the  distribution  and  utilization  of  capital. 

1 1.  As  the  community  learn  to  appreciate  the  facilities  afforded  for  conducting 
business  by  means  of  banking  accounts,  instead  of  locking  up  or  secreting  the 
money  which  comes  into  their  possession,  the  economv,  both  in  coin  and  notes, 
becomes  apparent.  It  is  believed  that  usages  based  on  acquaintance  with  the 
European  system  of  banking  have  taken  a  considerable  hold  of  the  Inhabitants  of 
the  presidency  towns,  and  that  these  uss^es  are  gradually,  but  slowly,  spreading 
throughout  the  country. 

12.  The  extensive  use  of  cheques,  which  are  accosted  in  the  accounts  of  the 
banks  with  one  another  in  a  great  city,  such  as  Calcutta  or  Bombay,  aflFords  a 
sufficient  illustration  of  what  has  been  adverted  to. 

13.  The  foregoing  consideration  may  perhaps  further  explain  how  it  comes 
that,  with  the  vast  increase  of  trade  and  available  capital  during  the  last  few 
years,  the  demafnd  for  currency  notes  in  the  presidencies  has  remained  in  a  quasi- 
stationary  condition. 

14.  It  may  certainly  be  said — 

L — ^That  the  want  of  facilities  for  the  encashment  of  notes,  whether 
in  the  circles  proper,  or  when  the  boundary  of  a  circle  has 
been  j^ast,  is  clearly  established  ; 

II. — That  this  want  is  a  great  bar  to  the  utility  of  the  currency 

notes ; 
III. — That  the  want  causes  the  notes  to  be  depreciated  at  varying 

rates  of  discount ; 
IV. — That  this  causes  the  notes  to  be  practically  viewed  as  commercial 
paper ; 
V. — That  the  inevitable  result  in  the  native  mind  is  not  merely  a 
sense  of  inconvenience,  but  a  mistrust  of  the  notes,  based  on 
an  idea  of  substantial  loss  flowing  from  the  use  of  them. 

15.  With  such  facts  before  them,  the  Commission  feel  considerable  hesitation 
in  expressing  any  further  opinion  ;  the  matter  concerned  being  one  to  be  prac- 
tically dealt  with    by  the    Financial    Department,  whose  proper  function  it  is 

1 48  A  4  to 


Digitized  by 


Google 


8  REPORT  RELATING  TO 

to  judge  of  the  feasibility  of  many  of  the  proposals  laid  before  the  Commis- 
sion.  This  remark  more  especially  applies  to  dealing  with  the  cash  balances, 
the  feeding  of  treasuries^  and  the  precautionary  measures  to  be  taken  before  any 
of  the  sweeping  changes  which  seem  to  commend  themselves  to  the  great  majority 
of  the  authorities  consulted  can  with  safety  be  adopted. 

16.  It  may,  ho\^ever,  perhaps  be  said  that  irrespectively  of  such  sweeping 
changes^  certain  administrative  improvements  might  take  place  which  would 
have  a  beneficial  effect.  The  aim  of  the  Financial  Department  in  the  adminis- 
tration of  the  Act  might  be  directed  less  to  obtain  profit  from  the  paper  currency 
than  to  devise  practical  measures  fur  making  it,  as  far  as  possible,  subservient  to 
the  requirements  and  convenience  of  the  public  with  a  view  to  the  introduction 
of  a  larger  reform.* 

17.  Thus  it  might  be  expedient — 

Ist.  To  separate  the  office  of  Currency  Commissioner  of  a  Presidency  from 
the  Mastership  of  the  Mint, — vide  evidence  of  Major  Hyde,  Currency 
Commissioner  and  Master  of  the  Mint  at  Calcutta ; 

2Qd.  To  enjoin  the  extension  of  facilities  for  the  encashment  of  all  notes  at 
all  treasuries  up  to  a  ^ven  small  amount,  say  200  rupees ; 

3rd.  To  permit  treasuries  a  larger  discretion  where  this  may  be  done  with- 
out much  chance  of  loss ; 

4th.  To  establish  offices  of  sub-issue  at  such  places  as  may  be  approved  of 
by  local  Governments  and  Administrations  for  the  purpose ; 

5th.  To  advise  Accountants  General  not  to  exhibit  too  great  a  jealousy 
of  remittances  in  notes, — vide  the  Memorandum  of  the  Lieutenant 
Governor  of  Bengal  on  this  subject.f 

1 8.  It  is  observed  that  there  is  a  preponderance  of  opinion  in  favour  of  what 
is  called  the  *'  Universal  Note  "  if  readily  convertible. 

19.  The  condition,  however,  of  ready  convertibility  is  the  very  difficulty  with 
which  the  Government  would  have  to  cope, — 

I. — In  meeting  excessive  demands  on  local  treasuries  ; 

II. — In  arranging  for  the  supply  of  tehseels  with  coin  ; 

III.— In  warding  off  a  damaging  nm  for  coin  on  a  great  centre  of  issue, 
of  which  we  have  already  had  experience  in  Bombay ;  and 

IV.— In  submitting  to  loss  in  consequence  of  the  notes  being  largely 
used  for  remittance  ;  or,  in  other  words,  being  made  a  medium 
of  exchange  when  a  local  market  might  be  unfavourable  for 
the  purchase  of  ordinary  bills  or  hoondees. 

20.  It  is  obvious  that  before  such  a  change  could  be  recommended,  viz.,  the 
introduction  of  the  **  Universal  Note,"  a  more  detailed  study  of  the  subject  is 
required  than  can  be  given  it  by  the  Commission.  They  would,  therefore,  con- 
tent themselves  with  the  Iremark  that  the  project,  though  undoubtedly  most 
difficult  of  execution,  should  by  no  means  be  dismissed  summarily,  but  should 
receive  the  attention  due  to  a  very  widely-spread  opinion  which  rests  besides 
on  good  authority,  that  in  it  alone  can  be  found  the  means  of  giving  reality  to 
a  Government  paper  currency  in  India.;); 

21.  The  discussion  which  might  be  thus  originated  in  the  financial  depart*- 
ment  would  naturally  comprehend  the  best  available  means  of  agency  for  circu- 
lation as  distinguished  from  the  right  of  issue,  including  the  employment  of  the 
banks  whidi  has  been  discarded  in  accordance  with  the  orders  of  the  Secretary 

of 

*  See  a  Note  from  the  Commissioner  of  Cooch  Behar,  dated  22nd  Febmary  1804  ;  also  communications 
from  Mr.  Probyn,  Accountant  General  of  the  Paniab,  dated  2drd  June  1866. 

t  Many  excellent  sngsestions  with  regard  to  the  affording  of  facilities  for  encashment  may  be  foand 
among  the  answers  of  collectors  and  officers  in  charge  of  treasuries. 

I  fide  more  especially  the  arguments  of  Mr.  Temple  in  favour  of  the  measure ;  also  the  answers  of  the  . 
coUector  of  North  Canara ;  also  the  report  of  the  Board  of  Revenue,  North  Western  Provinces ;  also  the 
opinions  of  the  Lieutenant  Governor,  North-Westem  Provinces,  conveyed  in  a  letter  from  the  secretary  to 
doYemment,  North-Westem  Provinces  ;  also  the  opinion  of  Captain  Taylor,  late  superintendent  of  Gooiv ; 
also  the  opinions  of  the  Commissioner  of  Mysore ;  also  the  opimons  of  tne  Commiasioiier  in  Sind ;  also  ue 
opinion  ot  the  Dewan  of  Cochin  state ;  also  note  by  Honourable  G.  N.  Taylor. 
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of  State. — Vide  Secretary  of  State's  Financial  Despatches,  26th  March  1860, 
No.  47,  and  l6th  September  1862,  No.  158. 

22.  With  respect  to  the  issue  of  a  5-rupee  note,  the  number  of  opinions  is 
slightly  in  favour  of  it. 

23.  The  preponderance  of  argument  would,  however,  seem  to  be  against  such 
an  issue,  in  which  view  the  majority  of  the  Commissicm  concurs.  Attention  is 
particularly  invited  to  the  arguments  and  opinions  of  Baboo  Ramgopal  Ghose  on 
this  point. 

24.  With  respect  to  the  introduction  of  gold,  the  following  points  seem  to  be 
generally  and  firmly  established  : — 

1st.  That  gold  coins  of  various  descriptions  of  mohurs  and  sovereigns — 
English  and  Australian — although  not  used  as  money  by  the  State, 
are  generally  at  par  or  above  par  in  price  whether  in  the  presidency 
towns  or  in  the  cities  of  the  mofussil ; 

2nd.  That  they  are  sought  for  in  tlie  provinces  for  trading  purposes  by  mer- 
chants and  bankers,  and  as  a  medium  of  a  reserve  of  wealth  by  the 
people  at  large ; 

3rd.  That  where  gold  is  below  par  in  price,  it  happens  either  because  gold  is 
almost  practically  unknown  in  the  districts  concerned,  or  because  the 
people  are  100  poor  to  create  a  demand  for  it ; 

4tb.  That  the  demand  for  gold  currency  is  unanimous  throughout  the 
country ; 

5th.  That  gold  coins  of  15,  10,  and  5  rupees  respectively  would  find  more 
favour  in  the  eyes  of  the  people  than  notes  of  like  value ; 

6th.  That  the  introduction  of  gold  would  facilitate  the  establishment  of  the 
currency  notes,  outlying  treasuries  being  assisted  by  such  a  measure 
towards  the  convertibility  of  the  notes ;  and 

7th.  That  the  opinion  is  general,  almost  unanimous,  that  the  currency 
should  consist  of  gold,  silver,  and  paper. 

25.  With  such  evidence  of  the  general  wish  of  the  country  before  them,  the 
Commission  cannot  hesitate  to  express  a  hope  that  the  Government  of  India  will 
persevere  in  the  policy  which  was  recommended  for  the  approval  of  the  Secre- 
tary of  State  two  years  ago,*  viz.,  to  cause  a  legal  tender  of  gold  to  be  a  part  of 
the  currency  arrangements  of  India,  that  which  is  believed  to  have  been 
erroneous  in  the  original  proposal  being  modified,  however,  as  hereinafter  recom- 
mended. 

26.  The  Commission  would  draw  attention  to  the  fact  that  the  price  of  the 
gold  mohur  or  Governnrtent  piece  of  rupees  1 5,  as  fixed  by  Act  XVII.  of  1885,  is 
as  nearly  as  possible  the  average  market  rate  of  the  price  of  coined  gold  of  the 
present  day. 

27.  That  price,  as  sanctioned  by  law  in  1836,  seems  to  be  the  legitimate  basis 
on  which  to  found  a  gold  legal  tender  coinage  for  India,  consisting  of  pieces  of 
10  and  5  rupees  respectively— the  10-rupee  pieces  having  the  weight  of  120 
grains,  and  the  5-rupee  piece  60  grains  troy. —Vide  Section  7,  Act  XVII.  of 
I835t. 

26.  The  Commission  are  aware  that  it  is  a  favourite  notion  in  some  quarters 

to 

*  Vide  Financial  Despatch  from  Government  of  India,  to  Secretary  of  State,  July  14,  1S64. 

t  Section  7,  Ait  XVII,  q/*1835. — And  be  it  enacted  that  the  under-mentioned  gold  coins  only  shall  hence- 
forth be  coined  at  the  mints  within  the  territories  of  the  East  India  Company :  — 

First. — A  gold  mohur  or  16  rupee  piece  of  the  weight  of  180  gcains  troy,  and  of  the  foUowiHg 
standard,  viz. : — 

\\  or  165  grains  of  pure  gold, 
j^  or  15  grains  of  alloy. 

«Se0on  J. — A  5  rupee  piece  equal  to  a  third  of  a  gold  mohnr. 

Third. — A  10  rupes  piece  equal  to  two-thirds  of  a  gold  mohur. 

Fourth.^ \  30  rupee  piece  or  double  gold  mohur,  and  the  three  last-mentioned  coins  shall  be  of  the  ^eamo 
standard  with  the  guld  mohur,  and  of  proportionate  weight. 

148.  B  ^  , 
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to  cause  the  English  sovereign  to  be  issued  as  tlie  representative  of  10  rupees  in 
a  legal  tender,  and  this  view  received  the  sanction  of  the  Government  of  India 
in  1864  at  tlie  instance  of  Sir  C.  Trevelyan. 

29.  But  according  to  the  evidence  submitted  generally  to  the  Commission^ 
the  conchi^^ion  can  hardly  now  be  resisted  that  the  tendency  in  India  is  rather  to 
raise  a  gold  coin  above  par. 

30.  If  the  Tables  of  Prices  *  be  consulted  for  past  years,  the  fact  is  clearly 
shown  that  the  real  par  of  tlie  sovereign  is  soinewhat  above  10  rupees. 

31.  If  this  be  admitted,  and  the  evidence  is  such  that  no  doubt  can  be  enter- 
tained with  regard  to  the  fact,  the  Commission  may  perhaps  be  excused  for 
believing  that  the  Government  of  India  had  not  the  advantage  of  exact  informa- 
tion when  it  adopted  the  views  imparted  to  the  Secretary  of  State  in  1864. 

32.  The  Commission  would,  therefore,  venture  to  suggest  that,  assuming  what 
is  stated  with  regard  to  the  average  value  of  the  sovereign  to  be  correct,  that  it  is 
apparent  that  if  such  a  tender,  viz.,  of  an  English  sovereign  at  10  rupees,  were 
affirmed  by  law,  it  would  be  to  offer  the  sovereign  for  sale  at  a  price  of  from  two 
to  three  annas  less  than  it  can  be  in  general  bought  for  at  the  ports  of  importation, 
or  at  the  average  rates  in  the  country  at  large ;  that  is  to  say,  that  with  respect 
to  the  commodity  of  gold,  with  a  view  to  a  gold  currency,  a  departure  is  proposed 
from  the  principles  on  which  the  supply  of  a  commodity  to  a  country  is  invariably 
found  to  rest. 

33.  It  is,  then,  clear  to  all  men  of  business  who  look  to  the  principles  on 
which  alone  trade  can  be  carried  on,  that  a  trade  in  gold,  with  an  effectual  gold 
currency,  could  not  exist  on  such  terms. 

34.  Thus  it  would  be  impossible  for  any  mint  to  buy  gold  at  a  less  rate  than 
importers  can  afford  to  take.  And  in  like  manner,  having  bought  gold  at  given 
rates,  the  mint,  in  other  words,  ihe  Government,  could  not  afford  to  issue  the 
new  coins  at  a  rate  less  than  their  intrinsic  value,  in  which  must  be  included  a 
moderate  seignorage. 

35.  As  a  matter  of  course,  the  same  argument  applies  to  the  purchase  of 
sovereigns  coined  in  the  British  or  Australian  mints,  the  intrinsic  value  of  which 
19  more  than  10  rupees,  or  so  nearly  equal  to  that  sum  as  to  leave  no  margin  for 
fluctuation,  or  to  pay  the  expense  of  mintage. 

36.  The  force  of  this  argument  is  the  more  apparent  when  attention  is  given 
to  the  point,  that  the  public  debt  and  all  other  obligations  in  India  have  been 
contracted  in  rupees. 

37.  The  practical  inferences  to  be  drawn  from  this  statement  of  facts  and 
reasoning  become  infinitely  stronger  when  it  is  recollected  that  the  legal  tender 
of  gold  will  create  a  new  large  demand  for  the  commodity ;  that  is  to  say,  by 
restoring  to  gold  a  very  considerable  part  of  the  functions  of  money  of  the  State, 
of  which  gold  is  now  deprived. 

38.  It  is  indeed  possible  that,  under  such  circumstances,  viz.,  of  the  restoration 
to  gold  of  the  legal  function  of  money  of  the  realm,  the  price  of  it  may  eventually 
rise  as  compared  with  that  of  the  present  day,  which  received  the  sanction  of  the 
Act  of  1835. 

39.  But  it  is  obvious  that  the  increase  of  demand  cannot  occasion  a  fall  in  the 
price  of  gold,  until  the  country  shall  have  been  absolutely  flooded  with  it,  the 
same  being  accompanied  by  the  partial  exclusion  of  silvtr  from  the  currency. 

40.  But  when  that  shall  have  taken  place,  it  will  be  for  the  Legislature  of 
the  day  to  step  in  and  fix  the  gold  coinage  on  a  single  standard,  by  reducing 
silver  to  tokens  for  the  payment  of  small  sums,  according  to  the  example  set  by 
the  United  States  in  1853.t 

41.  We 

*  Vide  Tables  attached  to  Sir  'William  Mftssfield's  minute  of  August  1864,  which  was  received  by 
Goveniment  of  India  subsequently  to  its  despatch  to  the  Secretary  of  State  in  support  of  Sir  Charles 
TreveWan's  proposals. 

+  ride  5  and  6  chapters  of  Sir  W.  Mansfield's  min«'te  on  the  introduction  of  a  gold  currency  into  India* 
dated  8th  March  1864:  also  his  minute  of  August  18G4,  in  answer  to  Sh  Charles  Trevelyan's  minute  of 
June  20th  1804. 
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41.  We  have,  therefore,  in  the  new  demand  for  gold,  another  powerful  reason, 
as  above  displayed,  for  shunning  the  attempt  to  give  an  artificial  depreciation  to 
the  metal,  by  forcing  the  sovereign  to  run  for  less  than  it  is  actually  worth. 

42.  The  attempt  is  simply  to  ensure  the  defeat  of  a  gold  currency. 

43.  The  Commission  would  again  once  more  glance  at  the  practical  impossi- 
bility of  increasing  the  public  debt,  and  the  obligations  of  all  debtors  which  have 
been  contracted  in  the  rupee. 

44.  To  raise  the  value  of  the  rupee,  however  little,  by  artificially  depreciating 
its  gold  representative,  is  simply  an  act  of  injustice  to  all  debtors,  and  a  bonus 
to  all  creditors,  whether  of  the  State  or  of  private  parties. 

45.  As  the  two  tenders,  silver  and  gold,  must  run  pari  passu  for  some  time  to 
come,  such  an  injustice  would  rectify  itself  by  the  defeat  of  the  gold,  and  its  ejection 
from  the  currency— the  same  resting  on  the  clearest  appliation  of  commercial 
principles,  as  above  indicated. 

46.  The  Commission  would  close  their  Report  with  the  remark,  that  as  the 
original  institution  of  the  paper  currency  in  1861  was  eminently  of  a  tentative 
character,  extreme  caution  was  observed  with  respect  to  the  limitation  of  issues, 
the  organisation  of  circles,  and  the  guardianship  of  the  convertibility  of  the  note. 

47.  It  is,  therefore,  unreasonable  in  the  extreme  to  expect  large  and  perfect 
residts  from  what  has  hitherto  been  but  an  experiment  Nevertheless,  it  is 
impossible  not  to  observe  that  the  universally  unfavourable  testimony  is  in  truth 
founded  on  the  expectation  of  a  perfect  and  absolute  success,  which,  with  regard 
to  the  original  arrangements  and  the  nature  of  things,  and  of  native  society  in 
general,  could  not  in  fairness  be  looked  for. 

48.  On  the  other  hand,  as  shown  in  the  body  of  this  Report  and  the  mass  of 
evidence  given  in  the  Addenda,  the  time  had  fully  arrived  for  the  review  of  the 
results  of  the  experiment,  and  the  application  of  such  improvements  or  reforms  as 
may  be  deemed  expedient  for  the  development  of  the  paper  currency,  which, 
amidst  the  demands  of  advancing  commerce,  has  come  to  be  a  necessity  for  the 
people  of  the  country. 

(signed) 


Denzil  R.  Onslow^ 

Secretary. 


Simla,  4  October  1866. 


fF.  R.  Mansfield. 
H.  S.Maine. 
W.  Grey. 

D.  Cowie. 
G.  Ross. 

E.  H.  Lushington. 
G.  Dickson. 
WHalford. 


J48. 
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APPENDIX. 


From  H.  E.  Jacomby  Esq.,  Officiating  Under-Secretary  to  the  Government  of  Bombay, 
Financial  Department,  to  E.  H,  Lushingtoriy  Esq.,  Secretary  to  the  Goyemment 
of  India,  Financial  Department. — CNo.  855,  dated  Bombay  Castle,  the  26th  August 
1864.) 

I  AM  directed  by  Ae  Honourable  the  Governor  in  Council  to  transmit  to  you,  for  die 

purpose  of  being  laid  before  the  Government  of  India^ 
the  accompanying  copy  of  a  letter*  addressed  to  Her 
Majesty's  Principal  Secretary  of  State  for  India,  under 
date  the  23rd  instant 


•  No.  29.— Forwarding  copy  of  a  Minute  by  his 
Excellency  the  Commander  m  Chief  on  Sir  Charlen 
Trerelyan's  proposal  to  declare  sovereigns  and  half-' 
soTereigns.  according  to  the  British  and  Australian 
standara,  legal  tender  in  India  at  the  rate  of  one  sove- 
reign for  10  rupees  (with  its  Enclosures). 


No.  7.  dated  12th 
March  1864,  and 
No.  9,  dated  28th 
March  1864. 


t  Vide  Chapter  XI. 
and  Appendices  of 
Minute  of  March. 
t  FtVitf  Appendix 
No.  9  to  Sir  Charles 
Trevelyan's  Minute. 


Despatch  from  the  Government  of  Bombay  to  the  Secretary  of  State  for  India. — 
(Na  29,  dated  Bombay  Castle,  the  23rd  August  1864.) 

In  continuation  of  our  Despatches  as'per  margin,  we  have  the  honour  to  forward  herewith 
copy  of  a  Minute,  by  his  Excellency  .Lieutenant  General  Sir  W.  B-  Mansfield,  K.C.B., 
on  the  proposal  of  Sir  Charles  Trevelyan  to  declare  sovereigns  and  half-sovereigns, 
according  to  the  British  and  Australian  standard,  legal  tender  in  India  at  the  rate  of  one 
sovereign  for  10  rupees. 

2.  We  beg,  at  the  same  time,  to  transmit  herewith  a  copy  of  a  return  furnished  to 
us  by  our  mmt  master  of  the  average  price  of  English  sovereigns,  &c.,  in  Bombay  since 
1830. 


Bemabks  by  His  Excellency  Lieutenant  General  Sir  William  Mansfield,  k.c.b.,  on 
Sir  Charles  Trevelyan's  proposal  to  Value  the  Sovereign  at  10  rupees  in  the  Indian 
Currency. — (  Vide  Resolution  of  Government  of  India,  dated  12th  July  1864.) 

I  am  under  great  obligation  to  Sir  Charles  Trevelyan  for  the  very  kind  manner  in 
which  he  has  been  pleased  to  allude  to  my  Currency  Minute,  dated  8th  March  1864. 

2.  It  is  a  matter  of  no  ordinary  satisfaction  that  my  argument  and  theoretical  con- 
clusions should  have  been  able  to  arrest  his  attention. 

3.  This  being  so,  it  is  with  unfeigned  regret  that  I  am  obliged  to  say  that  I  am  not 
convinced  by  Sir  Charles  Trevelyan's  reasoning  of  the  soundness  of  the  measure  by  which 
he  proposes  to  commence  the  conversion  of  the  silver  currency  of  India  to  a  golden  one. 

4.  The  measure  to  which  I  allude  is  the  legalising  of  the  value  of  the  sovereign  in 
10  rupees  for  tender  of  payment,  while  the  sovereign  is  really  worth  more  than  that  sum. 

5.  The  question  of  respective  values  of  gold  and  silver  in  India,  as  determined  by 
experience  during  the  last  few  years  of  the  expansion  of  trade  and  increase  of  gold  pro- 
duction, has  the  most  important  practical  beanng.  On  the  successful  appreciation  of  it 
majr  be  said  to  depend  the  ultimate  success  of  the  great  reform,  the  entertainment  of 
which  has  been  sanctioned  by  the  Right  Honourable  the  Secretary  of  State  for  India,  and 
by  the  Viceroy  and  Governor  General  in  Council. 

6.  I  have  ventured  to  remark  once  before  at  some  length  on  the  details  of  thismatter,f 
and  it  is  satisfactory  to  observe  that  the  calculations  and  statements  of  value  thus  ofiered 
at  Bombay  receive  support  from  those  independently  prepared  at  Calcutta.^ 

7.  Thus  the  Honourable  Mr.  Claud  Brown  shows  by  a  calculation  ©f  averages  that  the 
sovereign  has  in  Calcutta  of  late  years  maintained  about  the  same  value  as  it  has  in 
Bombay,  the  cost  of  the  sovereign  being  now,  as  he  states,  with  regard  to  the  gold  it 
contains,  worth  Rs,  10.  2.  11.,  and  with  the  additional  1  per  cent,  for  seignora^e, 
Rs.  10.  4. 6. ;  consequently  Mr.  Brown  observes  that,  under  the  arrangement  proposed  by 
Sir  Charles  Trevelyan,  soverei^s  would  be  readily  and  rapidly  received  into  circulation ; 
but  the  first  and  most  essential  condition  is,  that  some  one  must  provide  the  sovereigns, 
and  that  his  difficulty  is  that  he  does  not  think  it  can  be  done  at  the  price. 

8.  It  may  here  be  said  that  in  the  price  of  gold,  as  shown  by  the  sovereign,  it  is  well 
to  banish  irom  our  minds  the  distinction  between  Australian  and  British  sovereigns, 
except  such  very  trifling  difference  of  value  as  is,  I  believe,  supposed  to  exist  between 
the  two  coins. 

9.  The  price  of  gold  in  India,  where  the  metal  is  used  as  a  commodity  of  import,  is,  of 
course,  regulated  by  the  price  it  bears  in  the  country  where  it  is  most  cheaply  produced, 
to  which  must  be  added  all  other  charges. 

10.  The 
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10.  The  freight  and  loes  bj  intereBt  being  less  on  gold  imported  direct  from  Australia 
than  if  die  same  gold  had  made  the  circuit  of  the  wond,  it  follows  that  gold  imported  hj 
way  of  Europe  must  accommodate  itself  to  the  8U{)erior  cheapness  of  Australian  g<dd ;  in 
other  words^  that  the  price  of  the  latter  in  India  rules  the  price  of  all  other  g<3d  from 
wheresoever  it  may  come. 

11.  This  is  actually  seen  to  be  the  case  when  sovereigns,  whether  British  or  AustraHaa, 
are  considered  as  a  matter  of  commerce.  The  exceptional  taking  up  of  the  former  for  the 
use  of  travellers  on  their  road  to  England  has  no  practical  effect  as  regards  the  real  price 
of  gold.  On  the  sidling  of  a  steamer,  English  buik-notes  are  sought  and  paid  for  excep- 
tionally on  account  of  such  personal  convenience. 

12.  The  price  of  the  severe^  in  India,  as  an  article  of  commerce,  having  thus  depended 
on  the  marketable  value  of  gold,  it  has  been  seen  in  the  two  sreat  marts  of  Calcutta  and 
Bombay,  that  that  price  has  on  an  average  of  years  been  slif^tly  more  than  Us.  10.  4.  0., 
although  the  sovereigns  are  treated  in  their  character  of  gold  without  respect  to  Mint  or 
seignorage  diarge. 

13.  Consequently,  Sir  Charles  Trevelyan's  price,  to  which  he  desires  to  give  a  legal 
sanction  for  tender  of  payment,  is,  at  the  least,  sixpence  less  than  this  average  value  of 
the  sovereign,  or  about  2i  per  cent,  as  hitherto  maintained. 

14.  The  question,  therefore,  arises,  to  put  Mr.  Claud  Brown's  doubt  in  another  form, 
who  is  to  bear  the  loss  of  the  2^  per  cent.  ? 

15.  It  will  be  understood  that  if  the  Mint  can  find  ike  gold,  the  people  will  be  only  too 
hi^py  to  exchange  tiieir  rupees  at  a  rate  which  will  five  %em  sixpence,  or  four  annae,  on 
the  changing  of  every  packet  of  10  rupees.  But  is  the  Government  prepared  to  lose  the 
sixpence ;  or,  in  other  words,  the  2  J  per  cent. 

16.  Surely  we  cannot  expect,  except  in  the  case  of  extraordinary  dearth  of  silver,  that 
the  people  will  pay  in  gold  when  to  do  so  causes  them  a  loss  of  2}  per  cent,  on  their  trans- 
actions. On  the  contrary,  they  will  continue  to  pay  in  silver  so  long  as  gold  remains  at 
a  premium  in  the  market,  as  compared  with  the  rate  fixed  for  the  optional  legal  tender. 

17.  Gold  would  then  be  issued  at  that  low  rate  oplj  at  Government  treasuries,  and  the 
Government,  receiving  silver  in  payment  of  revenue,  would  then  be  the  sole  loser. 
Government  would,  therefore,  be  driven  to  make  all  its  payments  in  silver,  to  prefer  silver 
as  the  means  of  redeeming  the  currency  notes,  and,  therefore,  to  defeat  the  measures  it  is 
now  bent  on  introducing. 

18.  Another  question  also  suiges  up.  It  may  be  asked  why  is  2^  per  cent,  to  be 
added  to  the  value  of  the  National  Debt,  as  a  condition  of  the  conversion  of  the  silver 
currency  ? 

19.  Yet  if  it  be  in  the  power  of  the  Government  of  India  to  redeem  part  of  the  capital 
of  the  debt,  and  to  discharge  the  interest  of  it  in  gold,  according  to  the  price  sought  to 
be  legalised,  and  if  it  do  so,  it  is  clear  all  such  oayments  would  involve  a  pro  tanto  addi- 
tion to  the  debt,  *as  shown  by  tiie  artificial  depreciation  of  the  gold  coins.  For  it  is 
admitted  by  Sir  Charles  Trevetyan  that,  under  any  circumstances,  his  gold  will  be  offered 
in  currency  at  a  less  price  than  it  habitually  fetches  in  the  market. 

20.  But  it  may  be  further  doubted  whether  the  mints  would,  on  the  terms  of  Sir 
Charles  Trevelyan's  Minute,  obtain  any  gold  with  which  to  carry  out  the  conversion  ol* 
the  currency,  except  in  the  remittances  of  gold  made  on  account  of  Government.  In 
consequence  of  then:  being  worth  more  than  the  rate  fixed  for  the  optional  tender  by  law, 
sovereigns  imported  on  pnvate  account  would  be  sold  at  the  premium  they  might  be  able 
to  command  in  the  market.  Bar  gold  being  sent  to  the  mints  for  coinage  would  be  re- 
covered by  the  owners  in  the  form  of  sovereigns,  to  be  sold  in  like  manner  at  a  premium. 
Sovere^jgns  would  not  be  exchanged  for  currency  notes  in  the  Issue  Department. 

21.  The  further  consequence  would  be  then,  that  the  currency  would  become  compli- 
cated instead  of  being  relieved,  as  we  wish  it  to  be.  Although  dignified  as  cmrency 
legal  tender,  if  anybody  chose  to  tender  them  at  a  loss  to  hmiseli,  sovereigns  would 
practically  remain  an  article  of  trade,  while  Government,  whenever  it  paid  gold  as  part 
of  the  normal  currency,  would  be  the  sole  loser. 

22.  The  result,  therefore,  would  be  that  silver  would  remain  as  it  now  is,  and  importa- 
tion of  it  for  purposes  of  currency  would  be  continued— one  <rf  the  things  we  desire  to 
prevent — while  g(dd,  in  effect,  would  not  be  promoted  to  perform  currency  functions  as 
we  desire. 

23.  It  is  stated  that  the  Australian  sovereign  can  be  laid  down  at  Calcutta  for 
Be.  10.  2.  9.  The  data  on  which  this  assertion  is  based  are  not,  I  believe,  fundshed.  It 
is  not  shown  whether  the  profits  of  the  importer  are  included  in  the  figure,  or  if  the  mere 
cost  of  the  gold  in  Australia,  firei^t  and  other  charges,  are  comprehended  only. 

24.  Unless  the  latter  is  the  case,  it  is  difficult  to  understand  how  the  price  of  gold 
remains  on  an  average  at  a  higher  rate  than  that  at  which  it  can  be  profitably  imported. 
In  short,  we  must  take  the  value  of  gold  at  what  it  is  shown  to  be  by  the  average  prices 
of  a  tenn  of  years,  and  not  fix)m  an  arbitrary  assertion  made  at  a  particular  juncture. 

25.  I  annex  a  valuable  return  of  the  price  of  sovereigns,  British  and  Australisua,  during 
the  last  five  years.  This  average  price  is  shown  to  be  about  Rs.  10.  4.  0.,  or  considerably 
in  excess  of  that  for  which  it  is  alleged  Australian  sovereigns  may  be  laid  down  at  present 

26.  Sir  Charles  Trevelyan,  however,  taking  the  smaller  figure,  viz.,  Rs.  10.  2.  9.,  as  his 
basis,  trusts  that  the  Colonial  Legislature  of  Australia  may  be  induced  to  reduce  the 
price  of  gold  exported  from  Australia  to  India  by  abolishing  the  export  duties. 

27.  It  may  be  asked  if  it  is  not  too  sanguine  to  expect  such  accommodation  from 
popular  and  distant  Governments  over  which  we  have  no  control  ?     Should  we  ourselves 
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be  justified  in  legislating  with  a  view  to  a  contingency  which  must  in  any  case  be  remote^ 
ana  which  many  politicians,  who  consider  how  colonial  reyenues  are  raised  with  regard  to 
colonial  impatience  of  taxation,  will  declare  to  be  so  unlikely  as  to  be  almost  impossible  ? 

28.  But  it  is  to  be  remarked  that  the  new  and  great  demand  for  ^old  caused  b^  the 
organization  of  an  effective  gold  currency  in  India  will  not  improbalny  raise  the  pnce  of 
gold  throughout  all  the  markets  of  the  world,  of  course  including  Australia.  On  the 
other  hand,  we  must  not  foi^et  that  the  yield  of  gold  in  the  latter  country  is  largely 
diminishing,  as  noted  by  Sir  Charles  Trevelyan.  It  is  not  impossible  that  the  two  things 
taken  together  might  neutralise  the  effect  of  abolishing  the  Australian  export  duty,  if 
such  a  measure  were  ever  to  take  place, 

29.  Sir  Charles  Trevelyan  is  apparently  of  opinion  that,  eventually,  the  price  of  gold 
in  India  would  be  somewhat  diminished  by  the  regularity  of  trade  consequent  on  the 
introduction  of  a  gold  currency. 

30.  But  is  this  likely  ?  Has  he  not  overlooked  the  effect  of  the  new  demand  on  the 
regions  of  supply,  when  gold  shall  be  substituted  in  the  imports  to  India,  in  the  place  of 
the  many  millions  of  silver  now  annually  brought  to  her  shores  from  all  parts  of  the  world? 

31.  We  have  already  seen  in  India  how  the  superior  convenience  of  gold  as  a  vehicle 
of  reserve  value  has  kept  up  its  price  in  India  as  reckoned  in  silver,  notwithstanding  that 
it  was  shut  out  of  the  currency.  May  we  not  expect  a  still  greater  result  in  the  same 
direction  when  it  is  admitted  ? 

32.  I  am  evidently  not  singular  in  such  views.  Thus  Mr.  Claud  Brown,  while  he  does 
not  guarantee  that  gold  may  not  ultimately  be  reduced  in  value  so  as  to  enable  the 
sovereign  to  be  suppbed  at  10  rupees,  ^'  sees  no  valid  ground  for  expecting  such  a  change, 
especially  when  due  allowance  is  made  for  the  effect  which  the  adoption  of  gold  as  a 
circulating  medium  in  India  must  have  in  checking  any  tendency  that  might  otherwise 
have  existed  to  a  decline  in  the  value  of  the  metal." 

33.  Let  \\B  now  consider  the  subject  in  another  manner.  Sir  Charles  Trevelyan,  when 
advocating  the  introduction  of  the  sovereign  as  an  uniform  standard  of  exchange,  says 
that  it  would  come  into  more  extensive  use  than  the  Spanish  dollar  ever  did  if  fair  play 
were  given  it.  Yet  he  shows  that  he  has  misgivings  that  his  proposed  measure  will  retard 
the  conversion  of  the  silver  medium  to  a  golden  one,  the  real  and  immediate  object  of 
the  prcmosed  reform  of  the  Indian  currency. 

34.  Can  it  be  said  that  fair  play  is  given  to  the  sovereign  as  a  current  coin,  when 
making  a  law  that  gold  and  silver  shall  be  optional  legal  tenders  we  declare  that  die 
former  shall  be  issued  in  a  coin,  the  sovereign,  charged  at  a  rate  which  depreciates  its 
value? 

35.  The  object  of  the  change  which  is  now  proposed  is  the  eventual  conversion  without 
shock  or  expense  of  the  silver  currency  to  a  golden  one. 

36.  It  is  difficult  to  understand  why,  bearing  this  object  in  view,  we  should  commence 
with  a  measure  which,  as  Sir  Charles  Trevelyan  admits,  may  retard  its  attainment. 
Should  we  not  rather  recognise  the  fact  of  equality  of  intrinsic  value  between  the 
respective  coins  of  the  two  metals,  as  the  only  basis  of  theory  and  practice  in  our  progress 
towards  the  eventual  position  of  a  gold  currency  and  a  gold  standard,  that  progress  being 
determined  only  by  the  other  fact  of  superior  convenience  of  a  golden  medium  over  a 
silver  one  ? 

37.  In  this  case,  we  shall  have  simplicity,  an  intelligible  principle,  and,  it  may  be  said, 
finality ;  whereas,  in  the  other,  we  shall  commence  wim  a  measure  open  to  the  charge  of 
retarding  the  reform  we  propose,  which,  by  some  critics,  will  be  held  to  be  synonymous 
with  inoperativeness,  in  other  words,  failure. 

38.  By  taking  the  basis  of  equality  as  now  shown  by  the  averages,  we  stop  speculation 
with  regard  to  artificial  and  local  differences  of  value  as  much  as  we  can.  The  relative 
values  having  been  so  determined  by  experience  till  the  present  date,  will  become  fixed 
henceforth  in  currency  at  present  rates.  We  have  seen  examples  of  a  like  result  in  the 
instances  of  France  and  America.  As  in  those  countries,  the  moment  will  in  such  case 
at  length  arrive  for  stereotyping  the  rate  by  means  of  the  token  coinage. 

39.  If,  on  the  other  hand,  when  we  inaugurate  our  reform,  we  depart  from  the  basis  of 
equality  in  favour  of  silver,  we,  in  fact,  delay  not  only  the  conversion  of  the  currency  as 
shown  above,  but  we  do  something  more.  We  forego  the  advantage  of  determining  the 
value  of  gold  in  currency  by  the  current  silver  com  for  the  future  as  well  as  for  the 
present.* 

40*  Without  such  determination  of  the  value  of  gold  in  silver,  according  to  reason  as 
well  as  an  arbitrary  regulation,  which  will  be  set  aside  by  the  premia  of  the  markets,  the 
currency  reform  cannot  become  substantive,  and  we  shall  land  ourselves  amidst  the  uncer- 
tainties of  the  double  standard. 

41.  For  in  such  case,  tiie  attempt  will  be  really  made  to  have  two  measures  of  value  in 
different  metals,  whereas  we  know  that  trade  and  exchange  will  only  admit  of  one  mea- 
sure. By  insisting  on  the  nicest  equilisation  of  value  between  silver  and  gold  in  the 
issue  of  coins  under  a  joint  or  optional  legal  tender,  we  still  adhere  to  the  old  rupee 
measure  or  silver  standard,  but  we  offer  the  golden  equivalent  in  its  place.  If  we  wit- 
tingly afford  more  of  gold  than  is  equal  to  the  silver,  we  do  the  reverse ;  and  we  compel 

the 

*  Vide  chapter  3  of  Minute  of  March,  n.ore  particularly  the  closing  pages  of  that  chapter. 
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the  community  in  every  transaction^  public  or  private^  to  consider  whether  it  is  to  be  per- 
formed in  silver  or  in  gold. 

42.  It  may  be  further  observed  that,  bv  means  of  the  nice  equalisation  of  the  legal 
tenders  in  point  of  value,  we  are  perfectly  just  to  the  present  holders  of  silver  and  me 
holders  of  securities,  whether  on  public  or  private  contracts.  For  they  will  be  allowed  at 
their  own  convenience  to  pay  in  silver  or  gold.  This  fact  would  prevent  the  depreciation  of 
silver  from  its  present  value  with  regard  to  gold.  For  if  it  were  to  fall,  as  suggested  bv 
Sir  Charles  Trevelyan,  below  the  par  of  present  value,  which  on  a  real  present  equali- 
sation would  be  fixed  in  currency,  it  would  be  quickly  bought  up  for  tne  discharge  of 
debts,  according  to  the  option  afforded  by  law.  Its  currency  value,  and,  therefore,  its 
price  in  the  country,  would  be  as  rapidly  restored. 

43.  It  would  appear,  after  considering  all  the  features  of  the  matter  presented  to  us, 
that  we  are  encumbering  what  would  be  otherwise  simple  by  the  attempt  to  graft  on  it 
something  else.  Thus  we  desire  to  have  a  gold  currency  lor  India.  The  measures  to 
effect  sucm  a  change  are  direct  and  simple.  But  this  is  no  longer  the  case,  if  we  take  the 
opportunity  to  provide  what  is  called  an  imperial  standard  of  exchange  for  the  depen- 
dencies of  Great  Britain,  and  then  to  fix  in  India  a  gold  coin  at  an  artificial  price, 
that  coin  having  been  struck  for  a  system  of  coinage  unknown  to  India  and  her 
coined  values.  ^ 

44.  It  seems  strange  to  try  to  force  down  a  strange  coin  at  a  price  which  is  not  its 
true  equivalent :  in  short,  to  bend  certain  physical  facts  of  value  in  favour  of  a  notion  of 
decimal  convenience  and  of  relation  to  other  portions  of  the  British  Empire. 

45.  The  equitable  proceedinff  would  appear  to  be  on  the  contrary,  if  we  choose  to  im- 
pose on  India  a  gold  coin  which  is  forei^  to  her  system,  that,  rather  than  commit  our- 
selves to  an  arbitrary  measure,  we  should  eive  the  strange  coin  for  its  exact  value,  just 
as  in  exchanging  gold  for  silver,  we  should  take  care,  as  far  as  lies  in  our  power,  that  in 
general  the  equivalent  of  the  former  is  accurately  afforded  in  substitution  of  the  latter ;  in 
odier  words,  mat  our  currency  transactions  should  exactlv  follow  the  law  of  barter,  imtil 
the  absorption  or  disappearance  of  the  silver  may  enable  us  to  revert  to  a  single  legal 
tender  for  large  sums  by  the  introduction  of  tbe  token  coinage. 

46.  With  regard  to  all  existing  debts  and  contracts,  we  are  unable  to  part  with  the 
existing  silver  rupee.  It  is  to  us  what  the  franc  is  to  the  French,  what  the  dollar  is  to 
the  American. 

47.  We  should  only  think  of  rendering  that  silver  rupee  in  its  golden  representative, 
and  we  should  not  for  the  present  trouble  ourselves  with  more.  According  to  the  pro- 
posal which  has  received  the  sanction  of  the  Government  of  India,  we  do  not  confine  our- 
selves to  this,  but  for  ex  parte  considerations,  we  made  the  effort  to  confer  a  greater  value 
on  the  rupee  than  it  physically  possesses. 

48.  I  cannot  help  thinking  tnat  a  confusion  has  arisen,  and  that  the  advantages  of 
clinging  to  the  sovereign  for  India  has  been  overrated,  while  the  difference  between  its 
value  and  that  of  10  rupees  has  been  underrated. 

49.  Had  a  sovereign  been  worth  12  rupees,  there  would  have  been  no  thought  of 
legalising  it  in  a  value  of  10  rupees.  But,  in  truth,  when  the  large  operations  of  trade 
are  involved,  it  makes  but  little  difference,  so  far  as  the  object  we  are  considering  is  oon* 
cemed,  whether  the  difference  be  two  rupees  or  two  annas.  In  either  case  the  difference 
is  sufficient  to  ensure  an  immense  profit  or  loss  to  a  merchant  who  operates  with  millions* 
This  being  so,  the  market  premia,  owin^  to  want  of  original  Mint  equalisation  of  vidue, 
entailing  the  official  depreciation  of  gold,  would,  I  believe,  infallibly  drive  gold  out  of  the 
currency.  I  think,  therefore,  that  if  we  would  succeed  in  fairly  resolving  tiie  problem 
we  have  before  us,  we  must  have  a  gold  coinage  for  India  herself  and  let  sovereigns  run 
according  to  their  value,  which  may  be  determined  by  law  with  regard  to  the  regula  r 
Indian  gold  coin. 

50.  In  short  the  sovereign  should  be  the  ally  to  assist  India  in  participating  in  the  con- 
venience of  the  imperial  standard.  But  it  wiU  not  be  permitted  to  usurp  the  rule  in  the 
realm  hitherto  occupied  by  the  rupee,  and  to  change  the  value  of  the  latter. 

51.  We  can  then  hardly  resist  the  conclusion  that  the  golden  multiple  of  tiie  rupee 
should  be  calculated  and  minted  with  regard  to  the  value  ofthe  rupee  only,  and  apart  m>m 
all  other  considerations,  sovereigns  being  allowed  to  run  for  their  relative  value. 

4  August  1864.  TT.  R.  Mansfield. 
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AvKBAOK  Quotations  for  each  Year  in  Bombay  of  English  and  Aostralian  'Sovereigns 

and  English  and  Austrafian  Bar  Gold. 


TEA&. 

Sovereignf. 

Auatnlian 

JEogluhBarGold, 
98  Touch. 

Auknlkn  Ban. 

BBXAK      X6 

£».    Ik  ip. 

Bm,   a.   p. 

Bf.   a.  p. 

B»,   a.   p. 

1567      - 

- 

10    2    7  each 

Vo  quotation* 

18GB       - 

• 

10    2    2    „ 

- 

15  14  4  pertolah 

— 

1859      - 

•        - 

10    5    9    „ 

- 

16    6    5        „ 

— 

1860  • 

1861  - 

•             m 

10    5    4    „ 

10    4    9    n 

1 

10    7    JStMli 
10     8    8    „ 

16    4    2        „ 

16     1    7        ,. 

16  IS    -parlolah 
(28  carats.) 

15    6    T        ^ 
(28carati.) 

and     Ban    from 
July. 

186S      - 

- 

10    5    -    „ 

10    8     5    ^ 

16    8     1         a> 

15  14    2        ^ 
(28i  carats.) 

1863      - 

10    4     1     „ 

10    6     9    ,. 

16    8     1        „ 

16     1     2        „ 

(23}  carats.  ) 

Ayebage  Pbice  of  English  SoyereigiiB,  &c.^  smce  183a 


English 

German 

Mexican 

R  Franc 

Ybar. 

Sovereigns. 

Crowns. 

Dollars. 

P^^-        1    Remarks. 

Per  each. 

Per  100. 

Per  100. 

Per  100. 

Us.  a,   p. 

Rs.    a.  p. 

-R*.    «•    p. 

JBs.    a.   p. 

1880  - 

• 

218     -     6 

— 

<^mm 

1881  - 

. 

208     8     - 

*^ 

.... 

1882  . 

- 

215  14     8 

.i— 

..«. 

1888  . 

- 

211     8     5 

— 

— . 

1884  - 

- 

- 

- 

- 

Notr^rted. 

1886  - 

10  14     1 

— 

— 

-i-. 

1886  - 

. 

. 

. 

. 

FUe  lost. 

1887  -         .         . 

- 

- 

. 

. 

y} 

1888  - 

10     8     - 

215     -     - 

221     4     - 



188d  .         -         . 

10     8     9 

214  10     - 

221     8     - 



1840  • 

10     6     6 

214     -     - 

— 

— 

1841  - 

10  11     9 

214     6     - 

— . 

— . 

1842  - 

10  15     1 

216     -  10 

«... 

-« 

1848  * 

• 

- 

• 

• 

File  lost 

1844  - 

10     4     8 

215     8     9 

225  12     - 

.... 

1845  - 

11     2     - 

217  14     - 

221     1     7 

.— 

1846  . 

11     2     6 

281     -     - 

221     2     - 

_ 

1847  • 

11      1     - 

216     1     4 

— 

... 

1848  . 

11     5     8 

215     1     2 

.— 

.-. 

1849  - 

11     2     6 

212   12     - 

220  14     - 

^mm. 

1860  - 

10     4     6 

212     4     - 

— 

... 

1861  - 

10     8  10 

211     6     6 

221      1     4 

_ 

1862  - 

10     4     8 

211   10     - 

222     -     8 



1868  - 

10     2     1 

216     7     8 

— 



1864  - 

10     2     8 

217     7     4 

281   14     - 

— 

1856  - 

10     8     7 

212     9     4 

222  14     - 



1856  - 

10     1     2 

209     2     - 

222     -     - 

-.- 

1857  - 

10     1      1 

210  12     8 

— 

^ 

1858  - 

10     2     2 

213  18     - 

222     -     - 

— 

1869  - 

10     6     2 

218  16     - 

221    12     4 

228     1     - 

1860  - 

10     6     - 

211    11     4 

228  12     - 

228     1     4 

1861   - 

10     5     4 

212     8     - 

225     -     - 

221     4     - 

1862  - 

10     4  11 

218     9     4 

228     2     - 

224     8     4 

1868  - 

10     4     4 

214     7     - 

225  12     8 

222     8     4 

1864  - 

10     8   10 

218  18     1 

227   11     4 

215  11     7 

Total     -     - 

283     4     6 

6,430     2   11 

4,020  10     2 

1,829     8     7 

Average    •    - 

10     7   10 

214     5     5 

228     5  10 

221     9     6 

Digitized  I 
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The  agents  Oriental  Bank  (who  are,  perhaps^  the  largest  importers  of  bar  silver),  states 
that  he  ^wajs  sends  it  to  the  Mint,  and  there  can  be  no  doubt  that  the  Mint  price  is  the 
average  one,  as  most  of  the  silver  imported  is  brought  to  the  Mint,  which  would  not  be 
the  case  if  it  fetched  a  higher  price  elsewhere.  The  Mint  price  being  fixed,  silver  is 
never  sold  below  it,  unless  at  a  trifling  reduction  on  account  of  interest  The  Mint  price 
was  raised  by  1  ^er  cent,  in  the  year  1833.  Australian  sovereigns  are  not  quoted. 
There  are  quotations  for  bar  gold  for  about  20  years,  but  they  do  not  give  the 
touch,  and  are  therefore  of  no  value.  Rs.  16.  8.  is  the  present  price  of  pure  gold  per 
tolah. 

J.  A.  Ballardy  Lieut.  Colonel,  Mint  Master. 

Bombay  Mint,  July  1864. 
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GOVERNORS,     &o. 


RETURN  to  an  Address  of  the  Honourable  The  House  of  Commons, 
dated  24  February  1871  ;-/or, 


"  RETURN  of  all  Officers,  now  Alive,  who  have  acted  as  Governors,  Lieutenant  Governors, 
or  Permanent  Administrators  of  Governments,  and  not  at  present  Employed,  specifying  the 
Dates  of  their  several  Commissions  and  the  Periods  they  have  served." 


Colonial  Office,      \ 
20  March  1871.  J 


E.  H.  KNATCHBULL-HUGE8SEN. 


RETURN  of  all  Ofpicebs,  now  Alive,  who  have  acted  as  Governors,  Lieutenant  Governors,  or  Permanent 
Administrators  of  Governments,  and  not  at  present  Employed,  specifying  the  Dates  of  their  several 
Commissions  and  the  Periods  they  have  served. 


No. 

NAME. 

rank. 

COLONY. 

Date  of 
CommissioD. 

each  Colony. 

Total  Service. 

Yrs. 

mo.  days. 

Yrs,  mo.  days. 

1 

Austin,  J.  G.       - 

Lieutenant  Governor 

British  Honduras 

2d  Jan.    1864 

- 

- 

3     7     19 

2 

Airey,  Lieutenant  Gene- 
ral Sir  R.,  G.CB. 

Governor 

- 

Gibraltar 

21  Sept.   1865 

- 

4     9     21 

3 

Bay  ley,  C.  J.,  c.b. 

-  ditto     - 

- 

Bahamas 

14  Feb.    1857 

- 

- 

7      1      20 

4 

Baynes,  E.  D.      - 

President 

- 

Montserrat 

10  May   1841 

- 

- 

10     7        2 

5 

Bowring,  Sir  J.   - 

Governor 

- 

Hong  Kong     - 

11  Jan.    1854 

- 

- 

5     4     22 

6 

Callaghan,  J.  T.  F.      - 

Administrator  - 
Gt)vernor 

- 

Labuan    -        -        - 
.  ditto      - 

4  May    1861 
14  April  1862 

}- 

- 

5     4        1 

7 

Chapman,  Major  Gene- 
ral Sir  F.  E.,  K.CB. 

.  ditto     - 

- 

Bermuda 

27  Mar.   1867 

- 

- 

3     0     27 

8 

Cochrane,  Admiral  Sir 

T.  J.,  G.C.B. 

-  ditto     - 

- 

Newfoundland 

20  Aug.   1825 

- 

- 

8   U     22 

9 

Codrington,  General  Sir 

W.  J.,  O.C.B. 

-  ditto     - 

- 

Gibraltar 

5  May    1859 

- 

- 

COO 

10 

Davis,  Sir  J.  F.,  Bart., 

X.C.B. 

.  ditto     - 

- 

Hong  Kong 

28  Feb.    1844 

- 

- 

8   10     12 

IJ 

Douglas,        Lieutenant 
General  Sir  R,  P.,  Bart 

Lieutenant  Governor 

Cape  of  Good  Hope - 

4  July     1884 

- 

- 

4     4       6 

12 

Douglas,  Sir  J.,  k.c.b. 

Governor 
ditto     - 

. 

Vancouver  Island     - 
British  Columbia 

16  May    1851 
2  Sept.   1858 

}■ 

• 

12     5     12 

13 

Drysdale,  J.  V.    . 

Administrator  - 
Lieutenant  Governor 

St.  Lucia 
Tobago    - 

14  Mar.   1857 
1  April  1857 

1 
7 

3  0 

4  0 

}      8     7       0 

14 

Dundas,  G. 

-    -  ditto 

- 

Prince  £dwaj*d  Island 

7  Jan.    1859 

- 

- 

9     4     14 

15 

Edwardes,    Honourable 
G.  W. 

Governor 

- 

Labuan    -        -        - 

29  Feb.    1850 

- 

• 

5     4     25 

loC. 
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RETURN    RELATING  TO    GOVERNORS,   &C. 


Return  of  all  Officers,  now  Alive,  who  have  acted  as  Oovernors,  Lieatenant  Governors,  &c. — continued. 


No. 


NAME. 


RANK. 


COLONY. 


Date  of 
Commission. 


Seryioein 
each  Colony. 


Total  Serviee. 


16 


17 


18 

19 
20 
21 

22 


28 

24 
25 
26 

27 

28 

29 
30 

81 
82 

88 


Elliot,      Admiral     Sir 
Cbarlea,  k.c.b« 


Eyre,  E.  J. 


Fitzgerald,  Captain  C. 

Falkland,  Viscount 

Forth,  F.  H.  A.  . 

Gomm,  Field  Marshal 
Sir  W.  M.,  G.c.B. 

Grey,  Sir  6.,  k.c.b. 


Hamilton,  K.  B.,  c.b. 


Harris,  Lord 


Head,  Bight  Hon.  Sir 
F.  B. 

Hay,  Sir  E.  H.  D. 


Higginson,  Sir  J,  M., 

X.O.B. 

Hincks,  Sir  F.,K.c.if.o., 

C.B. 

Hntt,  John 
Inglls,  W.  R.      - 

La  Trohe,  C.  J*^  c.b.    - 


Le  Marchant,  Lieutenant 
General    Sir  J.  G., 

K.C.B.,  O.C.U.Q. 

Mackenzie,        Captain 
J.  G. 


Governor 
ditto  - 
ditto     -        -        - 

Lieatenant  Governor 


ditto 

ditto 
Goyemor 

.  ditto      - 
ditto     .        -        - 

Lieatenant  Governor 

President 

Governor 

-  ditto     - 

Lieatenant  Governor 
Governor 

ditto     - 

Administrator  - 
Governor 

Lieatenant  Governor 
Administrator  - 
Gtovernor 
ditto     .        -        - 

Lieatenant  Governor 
Governor 

Lieatenant  Governor 


President 

Lieutenant  Governor 
Governor 

Governor 
ditto     . 

-  ditto     -        .        . 
ditto     -        -        . 

.  ditto     -        -        . 

President      of       the 
Council. 

Superintendent 
Lieutenant  Grovemor 

Governor 

Lieatenant  Governor 
Governor 

Lieutenant  Governor 
Governor 

Lieutenant  Governor 
ditto 


Bermuda 
Trinidad  - 
St.  Helena 

New  Zealand : 
New  Ulster  - 
New  Manster 

St.  Vincent      - 

Jamaica  - 

-  ditto     - 

Grambia  - 
Western  Australia 

Nova  Scotia    - 
Turk's  Islands 
Maaritius 

South  Australia 

New  Zealand    - 

-  ditto   - 

Cape 

New  Zealand   - 

-  ditto   - 

Gh'enada 
Barbados 
Newfoundland 
Antigua  - 

Trinidad 
.  ditto     - 

Upper  Canada 

Virgin  Islands 
St.  Christopher 
St  Helena 

Antigua,  Sec.    • 
Maaritius 

Barbados,  &c.  * 
British  Guiana 

Western  Australia 
Turk's  Islands- 


Port  Phillip 
Victoria   • 


Newfoundland 
Nova  Scotia     - 
Malta      - 

Falkland  Islands 
•    *    ditto 
St  Christopher 
Nevis 


1  Oct  1846 
11  Jan.  1854 
15  May    1868 


[23  Dec.   1846 

18  Oct    1854 

19  Feb.    1862 
29  July    1864 

24  May    1R44 

7  Feb.    1848 

15  Aug.    1840 
18  Nov.    1848 

25  June   1842 

28  Dec.    1840 

20  Jane   1845 

23  Dec.    1846 

24  July    1854 

1  June   1861 
12  Aug.  1861 

18  Jan.  1846 
9  June  1851 
9  Nov.  1852 

25  April  1855 

8  Man   1846 
14  Nov.   1846 

80  Nov.   1885 

18  Feb.    1889 
24  Sept   1850 

80  Mar.    1855 

26  Jane  1846 
24  Sept  1850 

81  Oct    1855 

9  Dec.    1861 

28  July  1838 
7  Jan.  1854 


9  Sept  1839 
81  Dec.  1850 

6  Feb.    1847 

16  June  1852 
10  April  1858 

17  Sept  1862 
8  Oct    1862 

i  8  Dec.    1866 


Yrs^  mo.  da^s, 

7  1  19 
2  7  19 
6     6    26 

♦Aboat 
6     9       0 

2     2     12 

I3     9       9 


2     4 

6  11 


4  5  11 

8  1  18 

6  8  27 

6  4  1 


8     8  27 

6  8  22 

5  11  11 

7  0  17 


5     3 

5  6 

6  6 

8     7 
1   10 


4 
9 
8 

11 

8 


*  Exact  dates  not  reported. 


} 


Yrs.  mo.  days. 
>    16    4      4 


♦About 
12    8     21 


9     8 
5  10 

5  0 

6  5 


16 
8 
0 

14 


>    25     7     22 


18  4       O 

7  8     27 

2  16 

22  6       O 

10  0     19 


}■' 


11     ^8 


7  0     21 

8  4     20 

.14     7        I 

I" 


8     16 


5     6      19 
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RETURN    RELATING  TO    GOVERNORS,    &C 


Return  of  all  Officers,  now  Alive,  who  have  acted  as  Governors,  Lieutenant  Governors,  &c. — continued. 


No. 

N  A  M  R 

RANK. 

COLONY. 

Date  of 
CommiBsion. 

Service  in 
each  Colony. 

Total  Service. 

YiS. 

mo. 

days. 

Yrs.  mo.  days. 

34 

Macdonald,  Lieutenant 
General  G. 

Governor 
Lieutenant  Governor 

Sierra  Leone    - 
Dominica 

20  Dec.    1841 
11  Deo.    1844 

2 
6 

3 
6 

0 
0 

}  • 

0       0 

86 

Macdonald,  N.    - 

-    -    ditto 
Governor 

Sierra  Leone    - 

-    ditto  -        -        - 

17  May   1846 
16  April  1846 

}- 

- 

6 

9     16 

36 

Monok,           Viscount, 

0«C.M.O. 

Administrator  - 
Governor  General    - 
ditto 

Canada   - 

-  ditto   - 

-  ditto  . 

2  Oct    1861 
2  Nov.  1861 
1  June  1867 

}■ 

- 

7 

0     21 

37 

Madean,  J.,  c.b. 

Lieatenant  Governor 

Natal      .        . 

1  Oct    1864 

- 

- 

1 

9       6 

88 

Moody,  Colonel  R.  C.  • 

4    -    ditto     - 
Governor 

Falkland  Islands      - 
-    ditto  - 

30  July    1841 
23  June   1843 

}- 

- 

6 

6     11 

39 

Mathew,  G.  B.    - 

-  ditto    - 

Bahamas 

6  April  1844 

- 

- 

4 

8        4 

40 

Moore,  Rear    Admiral 
T.  E.  L. 

-  ditto     ... 

Falkland  Islands      - 

6  July    1866 

- 

• 

7 

0      16 

41 

Murray,  Major  General 
F. 

-  ditto     . 

Bermuda 

24  July    1864 

- 

- 

6 

6      18 

42 

O'Connor,  Major  Gene- 
ral L.  S.,  C.B. 

.  ditto     - 

Gambia  ... 

13  Sept  1862 

• 

- 

6 

6       2 

43 

Pattinson,  R.       -        - 

Lieutenant  Governor 

Heligoland 

7  Mar.  1867 

- 

1 

- 

6 

1      14 

44 

Power,  M.  - 

.    -    ditto       . 

St.  Lucia 

23  Feb.    1862 

- 

i^^^ 

3 

4       0 

46 

Pine,  R.     -        .        - 

-    -    ditto 
Governor 

Gold  Coast      - 

-  ditto     ... 

14  Aug.  1862 
7  Feb.    1863 

}■ 

- 

2 

6     24 

46 

Presoott,  Admiral    Sir 

H.,  G.CB. 

-  ditto     -        .        - 

Newfoundland  • 

29  Sept  1834 

- 

- 

6 

6     23 

47 

Rushworth,  E.  E. 

President 

Montserrat 

13  Feb.    1866 

- 

- 

6 

2       0 

48 

Storks,  Major   General 
Sir    H.    K.,    O.C.B., 

O.CM.O. 

Lord  High  Commis- 
sioner. 

Governor 

• 

Malta      -        .        - 

2  Feb.    1869 
10  Not.  1864 

6 
2 

8 
4 

20 

18 

1- 

8       8 

49 

Shortland,W.      - 

Administrator 
President 
Lieutenant  Governor 

New  Zealand  - 

Nevis      . 

Tobago    ... 

8  Aug.  1846 
7  Jan.    1864 

1 
7 
2 

3 
7 
6 

16 
0 
0 

1" 

3     16 

60 

Torrington,  Viscount   - 

Governor 

Ceylon    ... 

27  Mar.  1847 

- 

- 

3 

4     18 

61 

Wodehouse,  Sir  P.  E., 

K.CB. 

Superintendent 
Governor 
ditto     ... 

British  Honduras     - 
British  Guiana 
Cape       - 

10  Feb.    1864 
2  Nov.  1861 

2 
7 

8 

6 

1 

27 
16 

4 

[■• 

0     17 

io6. 
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EAST    INDIA    (REVENUES). 


A  RETURN  of  all  Stocks,  Loans,  Dbbts,  and  Liabilities  chargeable 
on  the  East  India  Rbvenubs,  at  Home  .and  Abroad,  up  to  the  latest 
Period  of  Time  to  which  such  Return  can  be  made  out ;  viz.  Englayidy 
31st  December  1867;  India,  30th  September  1867- 


{Presented  pursuomt  to  Acts  21  VkLcS;  22  Vict.  e.  11;  22  ^  28  Vict,  c  80;  28  ^  24  Vid. 

c  180;  oiui  24  ^  26  Vict.  c.  25.) 


Ordered^  by  The  House  of  Commons,  tQ  be  PriwUd 
2^  February  i868. 


105. 
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RETURN   OF   ALL   STOCKS^   LOANS^   DEBTS^   AND   LIABILITIES 


BETURN  of  all  Stocks,  Loans,  Debts,  and  Liabilities  Chargeable  on  the  East  Ikdia  Revenues, 

England,  SIst  December  1867  ; 


.INDIA: 

(The  Rupee  converted 
into  Sterling  ut  the 
exchange  of  2  s,) 

Government  of  India 


Bengal 


North  Western  Pro- 
Tinces 


Panjaab 
Madras  - 
Bombaj 


30  September  1 867.  £ 


REGISTERED  DEBT. 


Bearing 
Interest. 


£. 
62,7629088 


28,450 


62,776,488 


Not 
bearing 
Interest 


£. 
20,871 


6,820 


86,700 


Total. 


£. 

62,782,359 


20,779 


62,812,188 


LOANS. 


Bearing 
Interest 


£. 
2,626,486 


2,626,486 


Not 
bearing 
Interest 


Total. 


£. 

34,848 


84,348 


£. 

2,660,883 


2,660,888 


TREASURY  NOTES. 


Bearing 
Interest 


£. 
1,886,407 


0,080 


70,000 

14,000 

670,882 

^,760 


2,069,000 


Not 
bearing 
Interest 


Total. 


£. 
1,386,497 

0,030 

70,000 

14,900 

679,882 

8,750 


2,069,009 


ENGLAND: 


31  December  1867. 


East  India  Bonds. 


£. 

6,01^,917 


East  India 
Debentmres. 


India 

Five  per  Cent 

Stock. 


India 

Four  per  Cent 

Stock. 


£. 
4^97,90<^ 


i7;iog^o 


£. 
2,000,000 


Owing  for  Exports 


£. 
211,433 


The  above  is  exdnsive  of  the  charge  upon  the  Revenues  of  India,  under  the  Act  of  8  &  4  Will.  4,  c.  85,  of  the 
Company,  which  is  subject  to  redemption  bj  Parliament  on  payment  to  the  Company  of  200/.  stjerling  for  100/. 

There  are  also  contingent  liabilities  in  respect  of  Interest,  guaranteed  Indian  Railway  and  other  Companies,  and  of 


India  Office,     1 
20  February  1868.J 
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CHAJIGBABLE   ON   THE    EAST   INDIA   REVENUES,  AT   HOME   AND   ABROAD. 


at  Home  and  Abroad,  up  to  the  latest  Period  of  Time  .to  which  such  Return  can  be  made  out ;  viz., 
India,  30th  September  1867. 


SERVICE  FUNDS. 

BILLS  PAYABLE. 

DEPOSITS 

and 

MISCELLANEOUS. 

TOTAL. 

Bearing 
Interest 

Not 
bearing 
Interest. 

Total. 

Bearing 
Interest. 

Not 
bearing 
Interest. 

Total. 

Bearing 
Interest. 

Not 
bearing 
Interest. 

Total. 

Bearing 
Interest. 

Not 
bearing 
Interest. 

Total. 

£. 

2,700,681 

83,715 

52,052 
1,123,412 
1,908,880 

£. 
288,665 

£. 
8,083,846 

88,715 

22,052 
1,128,412 
1,008,880 

£. 

£. 
484,546 

188,888 

27,086 
104,621 

£. 
484,546 

183,338 

27,086 
104,e21 

£. 
188,288 

187,561 
20,000 

162,240 
418,784 

£. 
2,116,673 

1,016,853 

813,700 
500,774 
520,781 
661,565 

£. 
2,200,011 
2,054,414 

833,700 

500,774 

688,030 

1,075,200 

£. 

60,748,880 

180,306 

00,000 

87,862 

1,888,043 

2,420,864 

£. 
2,808,603 

2,100,101 

813,700 
528,760 
721,781 
661,565 

£. 
72,647,402 

2,280,407 

003,700 

566,612 

2,610,674 

3,082,429 

6,978,140 

283,665 

6,211,805 

- 

800,401 

800,401 

016,782 

6,580,846 

7,447,128 

74,866,864 

7,724,560 

82,091,404 

War  Office 

and 

Admiralty  Claims, 

&0. 

Capital  of  Indian  Railway 

and  other 

Guaranteed  Companies, 

remaining 

in  the  Home  Treasury  after 

Dedoeting  Sums 
(partly  Estimated)  drawn 
by  thosd  in  India. 

BiUsof 

Exchange 

outstanding. 

Miscellaneous. 

TOTAL 

£. 
898,017 

488,U8 

£. 
8,180 

£. 
524,481 

£. 
81,694,495 

Dividend  at  the  rate  of  lO/.  10«.  per  cent,  per  annum,  on  the  sum  of  6,000,000/.,  the  Capital  Stock  of  the  East  India 
stock« 

Repayments  to  them  of  Capital  expended ;  but  no  Estimate  can  be  formed  of  these  liabilities. 


William  G.  Goodliffe, 

Accountant-General. 


105, 
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EAST    INDIA    (ARMY). 


RETURN  to  nsk  Address  of  the  Honourable  The  House  of  Commons^ 
dated  28  Apri]  i868;~/or, 


*'  STATEMENT  showing  the  Number  of  Officers  of  each  Grade  in  the 
Armies  of  Bengal^  Madras^  and  Bombay  (Staflf  and  Local)^  in  the  Year 
1868,  and  the  probable  Number  of  each  Grade  in  each  successive  Year 
to  1877  inclusive,  upon  the  present  System  of  Promotion  by  Length  of 
Service,  in  the  following  form : — 


18C8. 

1869. 

1870,  &c.  &c 

1877. 

1 

i 

1^ 

z 

s 
0 
a 

^0 

i 

1 

1 

h 

HO 

1 

i 

1 

1 

11 

i 

i 

•0 

i 

s 

h 

Is 

Colonels  .        -        -        . 
Lieutenant  Colonels  . 
Majors     -        -        -        - 
Captains  -        -        -        - 
Lisutenaiiit      .        -        . 

Totals    -    -    - 



Military  Department,  India  Office,! 
22  July  18tf8.  J 


J.  PATTISON  THOM, 

Assistant,  Military  Department. 


(Colonel  Sykes.) 


Ordered,  by  The  House  of  Commons,  to  be  Printed, 
24  July   1868. 
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STATEMENT  showing  the  Number  of  Officers  of  each  Grade  in  the  Armies  of  Bengal,  Madras, 

1877  inclusive,  upon  the  present  System 


Colonels  (with  Coloners  Allow- 
ance. 

Lieutenant  Colonels 

Majors   -        -        .  -  - 

Captains  -        .  .  - 

Lieutenants     -        -  .  . 

ToriLS  -    .  - 


Slst  December  1867. 


BcDgal. 


Madras. 


68 

244 
815 
867 

490 


1,470 


54 

184 
231 
829 
291 


1,079 


Bombty 


28 

108 
146 
177 
198 


647 


Total 
of  each 
Grade. 


145 

531 
682 
878 
974 


3,205 


18  6  8. 


Bengal. 


65 

295 
282 
367 
404 


1,478 


Madras. 


Bombay. 


Total 
of  each 
Grade. 


50 

29 

225 

124 

208 

137 

324 

168 

271 

180 

1,078 

638 

144 

644 
627 
859 
915 


3,189 


18  6  9. 


BengaL 


Madras. 


Bombaj 


Total 
of  each 
Grade. 


64 

47 

27 

381 

241 

135 

204 

209 

130 

384 

837 

192 

417 

235 

149 

1,460 

1,069 

633 

138 

707 
603 
913 

801 

3,162 


18  7  3. 


Bengal. 


Colonels  (with  Coloners  Allow- 
ance). 

Lieutenant  Calouels 

Majors    -        -        -  .  - 

Captains         .        .  .  . 

Lieutenants     -        •  .  . 

Totals  -    -  - 


57 

439 

188 
514 
217 


1,415 


Madras. 


38 

325 
148 
345 
176 


1,032 


BombHj. 


Total 
of  each 
Grade. 


28 

194 
88 

222 
87 


619 


123 

958 

424 

1,081 

480 


8,066 


18  7  4. 


Bengal. 


68 

442 
191 
467 
242 


1,410 


Madras. 


48 

886 
146 
814 
182 


1,026 


Bombay. 


82 

200 
90 

198 
99 


614 


Total 
of  each 
Grade. 


148 

078 
427 
974 
523 


8,050 


r  Bengal,  1,1001 
Note.— In  this  Statement  the  Staff  Corps  Establishment  is  assumed  to  be  for -{Madras,    800^2,400  0£Eicers^ 

[Bombay,   50oJ 

The  numhers  shown  in  the  hiohor  ranks  are  extreme,  and  are  subject  to  reduction  by  retirements  in  room  of  which 
cannot  yet  be  assigned.      In    the  five  Years  1863   to  1807  inclusive,  there  have  retired  from  the  Staff  Corpg 

Ihe  Staff  Corps  will  not  attain  its  normal  state  until  the  Officers  of  the  old  Indian  Army,  who,  by  joining  the  Staff 
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IN    1868,   AND    PROBABLE    NUMBER    IN    EACH    SUCCESSIVE    YEAR   TO    1877- 


and  Bombay  (Staff  and  Local),  in  tte  Year  1868,  and  the  probable  Number  of  each  Grade  in  each  Year  to 
of  Promotion  by  Length  of  Service. 


1   8 

7  0. 

1  8 

7  !• 

1  8 

7  2, 

Total 

Total 

Tbral 

Bengal. 

Madras. 

Bombay. 

of  each 
Grade. 

Bengal. 

Madras. 

Bombay. 

of  each 
Grade. 

Bengal 

Madras. 

Bombay. 

of  each 
Grade. 

61 

46 

26 

138 

59 

42 

25 

126 

57 

88 

24 

119 

866 

255 

148 

768 

404 

284 

156 

844 

425 

810 

182 

917 

248 

204 

ISO 

677 

214 

182 

125 

521 

200 

158 

101 

459 

466 

862 

209 

1,037 

510 

347 

218 

1,075 

534 

838 

225 

1,092 

314 

191 

119 

624 

249 

194 

98 

541 

209 

199 

85 

498 

1,449 

1,058 

627 

8,134 

1,486 

1,049 

622 

8,107 

1,425 

1,038 

617 

8,080 

1  8 

7  6. 

1  8 

7  6. 

1  8 

7  7. 

Total 

Total 

Total 

Beagal. 

Madras. 

Bombay.  - 

of  each 
Grade. 

Bengal. 

Madras. 

Bombay. 

of  each 
Grade. 

Bengal 

Madras. 

Bombay. 

of  each 
Grade. 

81 

62 

88 

181 

94 

75 

44 

218 

108 

78 

61 

287 

443 

884 

196 

978 

489 

828 

194 

961 

431 

827 

192 

950 

197 

164 

97 

448 

206 

165 

95 

466 

281 

187 

111 

529 

417 

272 

167 

856 

862 

229 

146 

787 

296 

179 

111 

586 

276 

218 

120 

608 

812 

241 

185 

688 

851 

268 

154 

768 

1,413 

1,035 

618 

8,066 

1,413 

1,038 

614 

3,065 

1,417 

1,034 

619 

8,070 

ezdusive  of  Colonels  with  Colonel's  allowances;  and  the  Lieutenants  have  been  recruited  accordingly. 

promotions  are  not  made,  the  promotions  depending  on  length  of  Service  only.    The  proportion  of  retirements 
Lieutenant  Colonels,  11,  and  Majors,  27  ;  and  m  tbe  coming  year  such  retirements  may  increase. 

Corps,  obtained  extraordinary  promotion,  shall  have  passed  away. 
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EAST    INDIA    (BENGAL). 


RETURN  to  an  Address  of  the  Honourable  The  House  of  Commons^ 
dated  27  April  1868  ;-/or, 


*'  COPIES  of  Despatch  of  the  Secretary  of  State  for  India  to  the  Govern- 
ment of  India  on  the  Subject  of  the  Administration  of  Bengal :" 

"  Of  the  Report  of  a  Special  Committee  of  the  Council  of  India  on  the 
same  Subject :" 

"  And  of  other  Papers  relating  thereto." 


India  Office,        1  H.  L.  ANDERSON,. 

30  April  1868.  J  Secretary,  Judicial  and  Legislative  Department. 


{Sir  Stafford  Northcote.) 


Ordered^  by  The  House  of  Commons,  to  be  Printed^ 
SMay  1868. 
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COPIES  of  Despatch  of  the  Secretary  of  State  for  India  to  the  Government 
of  India  on  the  Subject  of  the  Administration  of  Bengal : — Of  the  Report 
of  a  Special  Committee  of  the  Council  of  India  on  the  same  Subject : — And, 
of  other  Papers  relating  thereto. 


—  No.  1.— 
Reference  to  Committee. 

Memorandum  by  Sir  Stafford  Northcote,  and  Enclosures. 

The  time  appears  to  have  come  for  inviting  the  Council  to  take  into  their 
serious  consideration  some  of  those  questions  of  an  organic  character  to  which 
so  much  attention  has  recently  been  directed. 

I  propose  that  a  Special  Committee  be  appointed,  to  which  shall  be  referred 
such  documents  as  we  already  have  before  us  connected  with  these  questions, 
and  such  others  as  may  come  to  us  in  the  course  of  the  autumn.  I  will  com- 
municate to  the  Committee  some  private  letters  which  I  have  received  from 
India,  and  from  persons  in  thi^  countr}%  bearing  upon  tibie  subject. 

Amongst  other  documents  of  which  we  are  semi-officially  in  possession,  is  a  The  full  report 
portion  of  a  report  which  Mr.  George  Campbell  is  preparing,  and  which  he  will  ifl  now  presented, 
submit  to  the  Governor  General  in  continuation  of  the  Report  on  the  Orissa 
Famine,  of  which  he  is  one  of  the  authors.  It  will  probably  be  convenient  that 
Mr.  Campbell  should  send  a  duplicate  of  this  Report  to  the  Secretary  of  State 
in  an  official  form,  so  that  we  may  lose  no  time  in  addressing  the  Government 
■of  India  upon  it. 

It  will  be  the  business  of  the  Special  Committee  to  draw  up  a  report  upon  the 
measures  which  they  would  recommend  for  the  improvement  of  the  system  of 
Oovemment  in  Bengal,  and,  if  they  think  well,  in  other  parts  of  India  also. 
It  will  of  course  be  necessary  to  communicate  with  the  Government  of  India 
upon  any  recommendations  which  they  may  make ;  and  they  will,  I  hope,  under- 
take the  preparation  of  a  Despatch  for  the  purpose  of  eliciting  the  opinions  of 
that  Government  before  the  commencement  of  the  Parliamentary  Session  of 
1868-69.  I  should,  however,  be  glad  to  be  in  possession  of  their  views  upon 
any  points  which  are  hkely  to  require  Imperial  legislation,  and  which  must, 
therefore,  be  considered  in  cabinet  at  the  earhest  possible  period. 

Without  intending  in  any  way  to  limit  or  control  the  inquiries  of  the  Com- 
mittee, 1  will  state  the  order  in  which  the  questions  which,  I  presume,  they  will 
find  it  necessary  to  investigate,  present  themselves  to  my  own  mind. 

I.  Assuming  that  the  seat  of  the  Government  of  India  is  still  to  be  at  Cal- 
cutta, with  periodical  migrations  to  Simla,  I  would  ask, — 

(1.)  Is  it  desirable  that  the  administration  of  Bengal  should  be  entrusted 
to  a  Governor  and  Council,  on  a  footing  equal  to  the  Governments  of 
Madras  and  Bombay,  or  to  a  Lieutenant  Governor,  as  at  present  ? 

(2.)  If  the  present  arrangement  is  to  be  maintained,  should  the  extent 
of  the  Presidency  be  reduced  by  the  erection  of  Assam  and  the  neighbour- 
ing districts  into  a  commissionership,  or  by  the  transfer  of  Behar  to  the 
North  West  Provinces,  or  in  any  other  manner  ? 

(3.)  Shoidd  the  Board  of  Revenue  be  maintained ;  or  should  a  single 
Commissioner  of  Revenue  be  appointed?  or  should  the  Lieutenant  Governor 
have  a  Council,  of  which  one  member  should  take  charge  of  Revenue 
business  r 
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4  PAPERS  RELATIVE  TO  THE 

(4.)  Should  the  secretariat  be  mcreased,  and  to  what  extent  ? 

(5.)  Should  the  districts  be  subdivided  ?  or  should  a  different  division  of 
duties  be  introduced^  so  as  to  enable  the  district  officers  to  get  through 
their  work  more  easily  ? 

(6.)  Is  it  desirable  to  unite  the  oflSces  of  judge  and  magistrate  in  the 
same  person,  or  to  keep  them  separate  ?  Would  it  be  well  to  adopt  the 
suggestion  that  the  salaries  and  dignities  of  the  judge  and  of  the  executive 
magistrate  should  be  egualised^  so  that  officers  attaining  a  certain  standing 
may  **  bifurcate,'*  and  follow  either  line  of  service  without  detriment  to 
their  prospects  ? 

(7.)  What  measures  can  be  taken  to  attach  magistrates  for  a  longer  time 
to  their  respfective  districts. 

(8-)  Whether  any  alterations  should  be  made  in  the  organisation  of  the 
police,  or  in  the  Customs  Department,  or  in  any  other  ? 

II.  If  it  should  be  the  opinion  of  the  Committee  that  Bengal  should  be  placed 
on  the  same  footing  as  Madras  or  Bombay,  I  would  ask,— 

(1.)  Whether  the  seat  of  the  Government  of  India  should  still  be  retained 
at  Cdcutta  ? 

(2.)  Whether  it  is  desirable  that  the  Government  of  India  should 
migrate  in  a  body,  as  they  do  now  every  year  ? 

(3.)  Whether  they  think  it  expedient  to  look  out  for  a  new  seat  of 
Government ;  and,  if  so,  whether  they  are  of  opinion  that  a  Commission 
should  be  appointed  to  go  in  search  of  one ;  and  what  instructions  should 
be  given  to  such  Commission  ? 

III.  I  am  next  anxious  to  consider  how  far  the  present  relations  between  the 
Government  of  India  and  our  Presidency  Governments  admit  of  modification. 

(1.)  Should  the  Presidency  Governments  be  allowed  to  manage  any,  and 
what,  portion  of  their  local  expenditure  and  of  their  local  taxation,  without 
reference  to  the  Government  of  India  ? 

(2.)  Should  any  system  of  advances  from  the  central  to  the  local  trea- 
suries for  Presidency  purposes  be  introduced. 

(This  is  a  point  upon  which  I  propose  to  submit  a  memorandum  to 
the  Committee.) 

IV.  In  connection  with  this  inquiry,  I  am  anxious  also  to  ask  whether  some 
arrangement  may  not  be  made  for  the  more  systematic  introduction  of  Natives 
into  the  higher  branches  of  the  service.  This  is  a  question  to  itself,  and  it 
would  not  be  desirable  to  delay  the  consideration  of  the  other  questions  for  its 
sake.  I  only  note  it,  that  it  may  not  be  forgotten  as  one  of  the  elements  of  the 
problem  which  we  have  to  solve.  I  am  not  at  all  sure  that  it  may  not  be  found 
well  to  admit  Matives  from  the  uncovenanted  to  the  covenanted  service  without 
competitive  examinations,  subject  only  to  the  condition  of  their  having  spent  a 
certain  time  in  England,  and  being  able  to  pass  a  certain  test  examination. 

I  think  it  would  be  well  that  the  Special  Committee  should  commence  their 
labours  at  once  :  and  I  should  be  glad  that  they  communicated  freely  with  me 
during  their  progress. 

Stafford  H.  Northcole. 

16  September  1867. 


Enclosure  1,  in  No.  1. 


Extract  of  a  Letteb  from  the  Governor  General  of  India  to  the  Lieutenant  Governor 

of  Bengal. 

My  dear  Grey,  Simla,  20  June  1867. 

I  ENCLOSE  a  letter  which  I  received  a  few  days  ago  from  Sir  Stafford  Northcote,  and 
should  Uke  to  have  your  opinion  on  the  question  of  the  abolition  of  the  Board.  It  is  one 
which  has  often  struck  me  as  expedient ;  but  I  hesitate  to  propose  it,  for  various  consi- 
derations. In  old  Provinces,  like  the  Lieutenant  Govemorahip  of  Bengal  in  particular, 
there  certainly  is  some  advantage  in  having  the  views  of  two  high  functionanes  consti- 
tuting 


Digitized  by 


Google 


ADMINISTRATION  OF  BENGAL.  5 

luting  a  Board,  so  as  to  ensure  something  like  consistency  of  action  in  such  cases  as  that 
dealing  with  the  State  revenues. 

•  #  •  •  •  •  • 

A  single  officer,  in  the  place  of  a  Board,  necessitates  that  he  should  be  a  very  able  and 
Tery  energetic  man,  such  a  one  as  may  not  always  be  available. 

On  the  other  hand,  I  do  not  think  that  it  would  do  to  have  no  intervening  office  between 
the  Commissioners  of  Divisions  and  the  Lieutenant  Governor.  Such  an  arrangement 
would  fairly  overwhelm  the  Lieutenant  Governor  with  details. 

There  is  a  third  plan,  i.  e.  to  turn  the  members  of  the  Board  into  councillors  to  the 
Lieutenant  Governor,  each  working  a  department,  as  in  Bombay  and  in  the  Government 
of  India ;  but  here  again  I  see  mischief,  inasmuch  as  the  Governor  would  not  like  that 
important  matters  should  be  disposed  of  in  his  name  without  his  seeing  the  papers  and 
having  a  voice  in  the  decision ;  and  if  he  do  this,  the  work  would  be  excessive. 

I  shall  be  glad  to  hear  what  you  may  have  to  say  on  these  points. 

I  have  no  objection  whatever  to  Orissa  being  made  into  a  Chief  Commissionership, 
except  on  the  grounds  of  expense,  which  will  be  considerable ;  and  in  that  case,  as  I  said 
to  you  in  Calcutta,  it  would  be  necessary  to  break  up  Assam  into  two  or  three  Commis- 
sionerships,  and,  above  all,  to  select  a  thoroughly  efficient  man  for  the  post. 

(signed)        John  Lawrence. 


Enclosure  2,  in  No,  L 

The  Governor  of  Bengal  to  the  Governor  General  of  India. 

My  dear  Sir  John,  Belvedere,  6  July  1867. 

You  ask  me  my  opinion  as  to  the  abolition  of  the  Board  of  Revenue.  Sir  Stafford 
Northcote,  in  his  letter  to  your  Excellency,  writes,  ^^  I  should  like  to  see  the  Revenue 
Board  dispensed  with,  and  the  Commissioners  brought  into  more  direct  relations  with  the 
Government."    This  is  said  with  special  reference  to  Orissa  famine. 

I  wish  first,  therefore,  to  state  my  opinion,  that  nothing  which  occurred  in  connexion 
with  the  Orissa  famine  can  fairly  be  adduced  as  an  argument  for  the  abolition  of  the 
Board  of  Revenue.  It  was  not  necessary  that  the  Board  of  Revenue  should  have  come 
between  the  Government  and  the  Commissioners  in  respect  of  the  actual  conduct  of  mea- 
sures for  the  relief  of  the  distress.  There  is  no  obvious  relation  between  the  duties  of  a  Board 
of  Revenue  and  the  duty  of  a  Government  called  upon  to  mitigate  the  severity  of  an 
existing  famine.  The  people  who  suffer  least  from  a  famine  are  tnose  directly  connected 
with  the  land ;  it  is  the  artisan  class,  and  the  labouring  class,  and  the  pauper  class  who 
suffer  first  and  most  from  a  scarcity  of  food.  As  your  Excellency  is  aware.  Commis- 
sioners are  in  direct  relation  with  the  Government  in  respect  of  their  general  duties.  It 
is  only  in  regard  to  purely  revenue  business  what  they  are  subordinate  to  the  Board  of 
Revenue. 

The  employment  of  the  Board  of  Revenue,  then,  to  the  extent  to  which  it  was  employed 
during  the  late  famine,  was  an  optional  act  of  the  Lieutenant  Governor ;  and  the  arrange- 
ment was  so  far  subsequently  acknowledged  to  be  a  mistake  by  Sir  Cecil  Beadon,  that 
before  I  joined  the  Bengal  Government  tne  Board  had  been  set  aside  by  his  order,  and 
the  entire  charge  of  relief  operations,  so  far  as  the  Government  is  directly  concerned  with 
them,  is  placed  exclusively  in  the  hands  of  Mr.  Schalch.  As  the  direct  action  of  the 
Government  is  now  confined  to  the  importation  operations,  the  actual  measures  of  relief 
being  superintended  bv  the  public  committee,  this  is  a  suitable  arrangement. 

So  far,  then,  as  the  late  fiunine  is  concerned,  I  would  submit  that  it  gives  no  ground  for 
a  proposal  to  abolish  the  Board  of  Revenue. 

Looking  at  the  proposal  to  abolish  the  Board  from  a  general  point  of  view,  and  as  you 
are  no  doubt  aware,  the  proposal  in  this  form  is  not  now  made  for  the  first  time,  I  must    . 
represent  that  I  consider  the  measure  to  be  impossible  unless  accompanied  by  a  material 
chiange  in  the  arrangements  of  the  Ben^l  administration. 

I  Know  of  no  such  great  anomaly  in  India  as  the  existing  Government  of  Bengal.  Bjr 
far  the  largest*  Government  in  India  as  respects  area,  by  &r  the  most  important  as  a  civil 
Government,  and  with  a  Legislative  Council  like  Madras  and  Bombay,  it  has  yet  a  secre- 
tariat staff  for  its  civil  business  no  stronger  than  the  smaller  and  far  less  important  civil 
Government  of  the  North-west  Provinces,  and  very  much  weaker  than  the  smaller  and  far 
less  important  Civil  Governments  of  Madras  and  Bombay. 

The  Civil  Government  of  Madras,  for  instance,  consists  of  a  Governor  and  two  members 
of  Council,  two  highly  paid  Secretaries  (thus  securing  the  best  ability  and  largest  expe- 
rience of  the  service),  two  Under  Secretaries,  and  a  Public  Works  Secretariat. 

The 

*  It  has  ne  reenlatlon  districts,  and  18  non-regulation  districts,  besides  numerous  subdivisions  of  dis- 
tricts, which  tend  to  increase  materially  the  work  of  the  Government. 

Probably  the  judicial  business  of  a  province  is  in  some  roerisure  a  criterion  of  the  amount  of  business  which 
will  flow  in  on  the  executive.  Compare  the  general  judicial  business  of  Bengal  and  the  judicial  business  of 
the  Bengal  High  Court  with  the  same  business  in  other  governments. 

256.  A3  r^         T 
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The  Civil  Government  of  Bengal  consists  of  a  Lieutenant  Governor,  one  Secretary, 
who,  from  the  pay  attached  to  the  office  (less  than  the  lower  of  the  two  Madras  Secretaries)* 
is  frequently  taken  from  officers  of  a  comparatively  junior  standing,  two  Under  Secretaries' 
and  a  Public  Works  Secretariat.  ' 

Now,  I  will  hazard  a  guess,  that  the  business  devolving  on  the  Bengal  Civil  Secretariat, 
excluding  the  Public  Works  branch,  is  probably  not  far  short  of  double  the  business  of 
the  Madras  Civil  Secretariat.  And  as  regards  the  Governor  of  Madras  and  the  Lieu- 
tenant Governor  of  Bengal  individually,  I  believe  the  only  business  which  the  former  has 
that  does  not  come  upon  the  latter  is  the  business  connected  with  the  Madras  army. 
For  this,  the  Governor  of  Madras  has  a  special  Military  Secretariat  and  the  assistance 
of  the  Commander  in  Chief  in  Council.  And  it  may,  indeed,  be  doubted  whether  the 
burden  of  this  business  does  more  than  counterbalance  the  far  larger  amount  of  business 
which  the  Public  Works  Department  and  the  Railway  Department  devolve  on  the 
Lieutenant  Governor  of  Bengal  than  the  same  departments  devolve  on  the  Governor  of 
Madras. 

I  have  no  hesitation  in  affirming,  that  at  present  the  Lieutenant  Governor  of  Bengal  is 
overweighted,  to  an  extent  neither  fair  to  the  individual  nor  (which  is  of  more  importance) 
to  the  interest  of  the  province,  or  rather  provinces,  which  constitute  the  Lieutenant 
Governorship.  This  is  true,  ^ven  if  the  executive  business  only  is  taken  into  account 
but  in  addition  to  this  there  is  the  legislative  business  to  be  attended  to,  and  since  I  have 
been  Lieutenant  Governor  a  great  deal  of  my  time  and  attention  has  been  taken  up  by 
the  measures  before  the  Legislative  Council,  which,  as  you  are  aware,  has  continued  sitting 
up  to  the  present  time. 

To  abolish  the  Board  of  Revenue,  then,  and  to  bring  the  Government,  as  now  con- 
stituted, into  direct  communication  with  the  Conunissioners  as  to  revenue  business,  would 
assuredly  swamp  the  Lieutenant  Governor  altogether,  even  assuming  that  some  additional 
power  should  be  vested  in  the  Commissioners,  and  that  a  Revenue  Secretary  should  be 
appointed. 

I  think,  however,  that,  short  of  bringing  the  Government  into  direct  communication  with 
the  Commissioners  in  revenue  business,  the  present  constitution  might,  with  great  public 
advantage,  be  amended. 

There  might  be,  instead  of  a  Board,  a  single  officer,  answering  to  the  Financial  Com- 
missioner of  the  Punjab,  as  head  of  the  Revenue  Department,  with  the  exception  of 
Customs,  which  now  practically  includes  salt.  The  present  Collector  of  Customs  might 
be  made,  as  at  Bombay,  Commissioner  of  Customs,  and  be  the  chief  authority  of  the 
department  under  Government. 

The  saving  consequent  on  these  changes  would  provide  for  that  addition  to  the  Govern- 
ment secretariat  which  appears  to  me  to  be  absolutely  essential  to  efficiency. 

The  present  covenanted  establishmenta  of  the  three  departments  are  as  under : 


One  Secretary     -        -  36,000 
Two  Under  Secretaries  80,0u0 


Rs,  66,000 


Two  Members 
Two  Secretaries 


Rs. 

-  1,00,000* 

-  50,000 
Rs  1,58,000 


One  Collector  -         -  36,000t 
One  Deputy  Collector  1 9,200 1 


Rs.  55,200 


Total    - 


Rs.  2,79,200 


I  would  propose  to  give  the  Chief  Commissioner  of  Revenue  (so  I  would  call  him)  one 
covenanted  Secretary,  as  now,  on  30,000  rupees  a  year,  and  a  really  good  uncovenanted 
Assistant  Secretary,  who  should  be  a  fixture  J  in  the  office.  The  salary  of  the  latter  should 
range  from  1,000  a  month  up  to  2,000,  the  mean,  therefore,  being  1,500. 

I  would  propose  to  give  the  Commissioner  of  Customs  40,000  §  a  year^  and  to  allow  him 
a  deputy  on  24,000,§  and  an  increase  to  his  uncovenanted  staff  of  9,000  a  year. 

Tne  Government  secretariat  I  would  then  propose  to  arrange  on  the  scale  of  the  secre- 
tariats at  Madras  and  Bombay,  viz. : 

A  Chief  Secretary, 
A  Secretary. 
Two  Under  Secretaries. 
I  would  give  the  Chief  Secretary  Rs.  45,000  a  year,  and  the  other  Secretary  30,000. 
At  Madras  the  two  receive  respectively  50,000  and  40,000;  at  Bombay  40,000  and 
35,000.  The  aggregate  I  suggest  is  the  same  as  the  aggregate  at  Bombay.     But  for  reasons 
that  I  need  not  now  enter  upon,  I  prefer  an  allotment  of  45,000  and  30,000  to  one  of  40,000 
and  35,000. 

I  have  no  doubt  whatever  that  this  re-arrangement  of  offices  would  sensibly  improve 

the 


^  Spme  small  prospcctire  reduction  in  these  salaries  has  been  recommended,  but,  seeing  that  a  larffe  saving 
has  recently  been  effected  (as  far  as  Bengal  is  concerned)  by  the  abolition  of  the  third  member,  I  thiLk  the 
existing  salaries  may  fairly  be  taken  into  account  for  the  present  purpose. 

+  These  are  the  mean  salaries  between  tl)e  maxima  and  the  minima. 

\  The  greatest  defect  of  our  Presidency  officers  is  the  want  of  that  high  class  permanent  staff  which  the 
English  system  gives  to  the  public  offices  of  London.  This  can  only  be  rensedied  under  our  system  here  by 
the  introduction  of  a  special  and  well  paid  uncovenanted  agency. 

^  These  salaries  may  be  iixed  salaries  or  mean  salaries  as  tbonghi  beat.  In  the  iint  case^  if  a  mean  salary 
it  should  range  from  35,000  to  45,000. 
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the  administrative  machinery  of  the  Bengal  Government,  There  is  no  reason  to  suppose 
that  one  Chief  Commissioner  of  Kevenue  could  not  with  ease  manage  the  business  that 
would  devolve  upon  him,  aided,  as  he  would  be,  by  an  efficient  staff.  He  would  be 
relieved  of  the  sea  customs  business,  and  it  would  perhaps  be  advantageous  somewhat  to 
increase  the  powers  of  Commissioners  so  as  still  further  to  diminish  the  work  which  finds 
its  way  to  the  present  Board  of  Revenue.  But  even,  without  this  latter  relief,  I  am 
certain  that  one  officer  would  have  no  difficulty  in  coping  with  the  work.  This  was  Sir 
Henry  Bicketts's  opinion,  expressed  in  the  most  unhesitating  terms,  and  his  plan,  I  think, 
contemplated  the  retention  of  the  Customs  business  by  the  single  officer  (vide  his  Beport 
on  CivU  Salaries).  I  am  further  of  opinion  that  the  work  would  be,  on  the  whole,  better 
done  by  a  single  officer  than  by  a  Board.  As  regards  the  Customs  business  also,  I  believe 
that  the  adoption  of  the  Bombay  constitution  will  be  an  improvement,  and  that  it  will  give 
a  greater  vigour  and  consistency  to  the  administration  of  the  Customs  Department  than  it 
has  exhibited  heretofore. 

Then,  lastly,  as  respects  the  Government  secretariat,  while  there  will  be  little  (if  any) 
additional  work  thrown  on  it,  it  will  receive  a  most  valuable  accession  of  strength,  not 
merely  in  getting  an  additional  secretary,  but  by  enabling  the  Lieutenant  Governor  to 
command,  for  the  office  of  Chief  Secretary,  the  best  abiUty  and  experience  which  the 
service  can  afford. 

The  financial  out-turn  of  my  proposals  would  be  as  under,— 


One  Chief  Secretary  -  45,000 

One  Secretary  -        -  30,000 

Two  Under   Secreta- 
ries       -         -        -  30,000 


Its.  1,06,000 


Ri. 

One  Chief  Commis- 
sioner of  Revenue  -  60,000 

One  Secretary   -        -  80,000 

One       Uncovenanted 

ditto       ...  18,000 


R9.  98,000 


R$. 

One  Commissioner     -  40,00e 

One  Collector    -         -  24,000 

Addition   to  Uncove- 
nanted Agency       -     9,000 


Rs.  73,000 


Total        -        -        '-     R$.  2,76,000  (being  Rs.  3,200  less  than  at  present). 

If  the  changes  I  have  here  sketched  are  sanctioned,  I  think  that  Bengal  may  remain 
as  a  Lieutenant  Governorship,  without  risk  of  an  actual  break  down. 

But  I  must  not  shrink  from  saying  that,  in  my  judgment,  full  justice  will  not  be  done 
to  the  large  and  important  interests  oi  the  lower  provinces  of  Bengal,  that  is  to  say,  Bengal 
Proper,  Behar,  Orissa,  Assam,  and  Chota  Nagpore,  until  the  constitution  of  a  full  govern- 
ment, with  an  executive  as  well  as  a  legislative  council,  is  given  to  it. 

Were  this  done,  I  think  the  Board  of  Revenue,  or  the  siiostitute  I  have  proposed  for  the 
Board,  might  possibly  be  dispensed  with.  One  of  the  Members  of  Council  taking  the 
revenue  business  as  his  special  department,  and  disposing  of  all  but  important  references 
on  his  own  responsibility,  I  am  under  an  impression  that  the  principle  of  a  division  of 
work  between  the  members  of  the  Government,  which  was  formally  adopted  by  the 
Government  of  India  in  Lord  Canning's  time,  was  developed  at  an  earlier  period,  and  to 
a  considerably  greater  extent,  in  the  other  Presidencies,  and  especially  in  Madras. 

I  have  always  understood  this  to  be  so,  and  Lord  Napier,  when  in  Calcutta  the  other 
day,  certainly  gave  me  to  understand  that  a  large  share  of  the  business  of  the  Government 
was  at  all  times  transacted  without  reference  to  him,  while,  when  he  was  absent  on  tour, 
nothing  but  realljr  important  matters  was  sent  to  him  from  the  Presidency.  It  is,  indeed, 
obviously  impossible  that  when  a  business  of  a  Government  gets  beyond  a  certain  limit, 
it  can  be  properly  transacted  otherwise  than  by  some  sudi  arrangement.  The  business  of 
the  Bengal  Government  unquestionably  has  reached  the  point  when  such  an  arrangement 
would  be  advantageous  to  the  public  interests,  but  short  of  it  a  sensible  relief  may  be 
afforded  to  the  Lieutenant  Governor,  and,  in  my  judgment,  the  efficiency  of  the  public 
service  much  improved  by  the  alterations  which  1  have  suggested. 

If  they  should  commend  themselves  to  your  Excellency,  I  may  observe  that  it  will 
probably  be  practicable  to  give  effect  to  them  in  June  of  next  year,  Mr.  Grote's  period 
of  service  expiring  in  that  month.  There  is  time  in  the  interval  to  obtain  the  sanction  <^ 
the  Home  Government. 

The  division  of  duties  between  the  two  secretaries  is  a  matter  for  consideration  here- 
after, if  the  general  plan  should  be  approved.  I  should  wish,  before  settling  anything,  to 
obtain  full  information  as  to  the  arrangements  at  Madras,  for  the  working  of  the  secre- 
tariat of  that  Presidency  has  always  struck  me  as  being  particularly  good  and  efficient 

Yours  sincerely, 

(signed)         W.  Grey. 


Enclosure  3,  in  No.  1. 
Mbhobakduh  by  Sir  G.  Yule,  K.c.8,i.,  on  Administrative  Changes  in  Bengd. 

I  so  entirely  concur  in  all  Mr,  Grey's  views,  as  expressed  in  his  reply  to  His  Excellency 
of  the  6th  instant,  except,  perhaps,  as  regards  the  Executive  Council^  that  I  need  only  say 
why  I  do  agree  with  hun. 

2.  There  is  a  want  of  life  in  die  Bengal  administrative  syBtem,  the  proximate  cause  of 
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which  is  the  absence  of  any  close  or  intimate  knowledge  of  the  people  on  the  part  of  the 
officers^  and,  consequently,  of  the  sympathy  in  their  wants  whicn  can  be  produced  on  y 
by  knowledge.  This  absence  of  knowledge  is  a  feature  in  the  Bengal  system,  co-existent 
almost  with  our  possession  of  the  country,  and  taking  its  origin  partly  in  our  own  adminis- 
trative (especially  reVenue)  measures  of  the  last  century,  partly  in  the  circumstances  of 
Bengal  itself.  It  must  be  recollected,  also,  that  the  opinions  of  the  time  just  referred  to 
were  very  different  from  those  held  in  the  present  day,  and  that  while  the  North- West  has 
been  created  a  separate  Government,  and  the  Punjab  and  Central  Provinces  sprung  into 
existence  after  these  new  views  had  been  adopted  by  the  most  enlightened  men  in  our 
Indian  administration,  Bengal,  made  a  separate  Government  at  a  much  later  date,  has  not 
yet  been  permeated  by  the  new  doctrines. 

3.  Until  its  late  separation,  and  even  that  is  not  so  complete  in  practice  as  between  the 
North- West  and  the  Supreme  Government,  Bengal  was  under  the  direct  sway  of  the 
Governor  General  in  Council,  who,  of  course,  had  other  and  more  important  matters  to 
attend  to,  so  the  Judicial  administration  was  left  entirely  to  the  Sudder  Court,  and  the 
revenue  entirely  to  the  Board  of  Revenue,  both  composed  for  the  most  part,  until  of  late 
years,  of  men  of  marked  ability,  but  civilians,  nevertneless,  who  naturally  continued  the 
system  under  which  they  had  been  educated,  and  to  whom  attention  to  the  wants  of  the 
country,  except  in  their  own  particular  line,  was  a  thing  unknown.  The  District  Officers 
of  course  did  as  their  predecessors  had  done,  and  their  superiors  continued  to  do ;  and  so 
long  as  they  kept  tolerably  clear  files,  and  did  not  allow  arrears  of  revenue,  nothing  else 
was  required  of  them.  Of  course  there  were  exceptions,  and  many.  One  man  would 
make  roads  through  his  district,  another  establish  dispensaries,  another  cleanse  his  bazaars 
(I  do  not  recollect  any  one  taking  to  schools  until  very  recently) ;  but  these  works  were 
effected  more  by  direct  order  to  the  police  and  zemindars  than  by  means  of  influence  with 
the  people ;  and,  there  being  no  systematic  attention  paid  by  Government  to  such  matters, 
the  good  done  by  one  officer  disappeared  under  the  neglect  of  his  successor. 

4.  The  appointment  of  Commissioners,  in  direct  communication  with  the  Government, 
had  a  tendency,  of  course,  to  remove  the  neglect  of  all  but  Judicial  and  Revenue  duties, 
but  this  tendency  was  long  inoperative  because  the  Commissioners  themselves  had  always 
been  accustomed  to  look  on  these  as  the  only  two  Departments  requiring  attention,  and 
because  they  looked  to  the  good  name  they  acquired  with  the  heads  of  these  Departments 
— the  Sudder  Court  and  Revenue  Board — as  the  means  of  their  own  promotion  to  the 
high  offices  in  question ;  if  the  heads  were  satisfied.  Government  troubled  itself  with 
nothing  more.  In  fact,  the  Government  of  India  knew  nothing  whatever  of  Bengal,  and, 
leaving  the  administration  to  the  heads  I  have  mentioned  and  to  a  Secretary  irom  the 
same  service^  the  Beng^^l  system  became  more  and  more  fixed  in  tlie  old  grooves,  and  still, 
to  a  very  great  extent,  runs  in  them. 

5.  One  of  the  two  great  reservoirs  of  tradition,  the  Sudder  Court,  has  been  cleaned 
out,  the  other,  the  Board,  still  remains.  My  opinion  as  to  its  further  retention  may  be 
inferred,  but  I  have  more  to  say. 

6.  I  cannot  recollect  an  instance  in  which  the  Board,  to  my  knowledge,  exercised  any 
influence  for  good  on  the  local  officers  under  it,  in  which  it  helped  the  good  or  restrained 
the  bad;  it  never  seemed  to  me,  in  fact,  to  have  any  influence  at  all,  while,  by  intervening 
between  the  Government  and  the  local  officers,  it  greatly  lessened  the  knowledge  and  the 
influence  of  the  former. 

7.  In  short,  I  have  always,  I  cannot  say  wondered  at  the  retention  of  the  Board  (for 
the  reasons  of  retention  were  self  evident),  but  I  have  always  looked  on  it  as  certain  that, 
when  once  institutions  came  to  be  regarded  from  the  point  of  utility  only,  the  Board  must 
and  ought  to  go.  Doubtless  it  was  useful,  more  useful  than  a  single  officer  would  have 
been  in  the  days  above  alluded  to,  when  Bengal  was  ruled  by  it,  a  High  Court,  and  a 
Secretary,  but  these  days  are  gone,  and  a  Board  is  now,  under  a  separate  Government  for 
Bengal,  much  less  useful  than  a  single  officer  would  be,  acting  directly  and  immediately 
under  the  Lieutenant  Governor. 

8.  I  do  not  think  ainr  change  in  the  constitution  of  the  Board  could  possibly  effect 
what  is  wanted,  as  one  of  the  main  essentials  to  improvement  in  the  Bengal  system,  viz., 
direct  communication  between  the  Government  and  the  divisional  and  district  officers, — 
one  of  the  greatest  stimulants  to  acquiring  a  knowledge  of  his  work  and  doing  it  well  and 
energetical^,  on  the  part  of  the  local  officer,  is  his  finding  himself  immediately  under  the 
eye  of  the  Government,  in  whose  hands  rests  th^  dispensation  of  praise  and  blame,  of 
promotion  and  degradation  ;  and  the  more  the  direct  line  is  broken,  by  the  intervention 
of  semi-independent  bodies,  the  less  is  the  real  influence  of  the  Government,  and  still  less 
is  its  perception  by  subordinates. 

9.  But  a  substitute  for  the  Board  is  absolutely  necessary,  were  it  only  to  look  after 
routine  and  details,  whereas  the  substitute  ought  to  do  more  than  the  JBoard  has  ever 
done.  Personal  examination,  for  instance,  of  the  different  Collectors'  offices,  and  compa- 
rison of  the  different  systems  of  work,  would  have  a  vast  effect  in  methodizing  work, 
if  not  reducing  its  cost,  and  would  tell  the  Government,  more  than  all  the  returns  ever 
compiled,  how  each  officer  knew  and  did  his  work.  A  Chief  Commissioner  of  Revenue, 
the  eye,  and  ear,  and  hand  of  the  Government,  as  it  were,  would  have  incredibly  greater 

influence 
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influence  than  any  Board  or  member  of  a  Boards  particularly  a  Board  familiarity  with 
which  has  had  its  usual  result. 

10.  I  concur,  then,  most  fully  in  the  belief  that  the  Board  must  and  ought  to  be 
abolished,  and  that  a  substitute  for  it  is  absolutely  necessary. 

11.  There  are  two  ways  of  providing  a  substitute,  one  by  giving  the  Government  a 
revenue  secretary,  the  other  by  the  appointment  of  a  Chief  Commissioner  of  Kevenue ; 
and  I  have  no  hesitation  in  saying  that  the  latter  is  infinitely  preferable  to  the  former. 
The  designation  of  the  officer  ought  to  imply  that  he  has  a  certain  extent  of  independent 
authority,  for  the  due  exercise  of  which  he  is  responsible,  and  he  ought  to  be  free  to  go 
and  come  where  he  pleases,  still  carrying  on  the  duties  of  his  office.  And,  whether 
rightly  or  wrongly,  a  secretary  would  not,  whatever  his  powers,  carry  with  him  the  same 
extent  or  the  same  hind  of  influence  over  the  public,  or  the  officers  subordinate  to  him, 
that  a  Chief  Commissioner  would.  In  Bengal  there  has  been  for  a  long  time  past  (I  do 
not  say  there  is  now)  a  taint  on  the  public  mind  about  secretaries,  which  alone  ought  to  be 
a  valid  objection  to  entrusting  one  with  the  functions  now  performed  by  the  Board. 

12.  I  think  the  salary  of  a  Chief  Commissioner  of  Revenue,  proposed  by  Mr.  Grey,  by 
no  means  too  high,  considering  his  position  and  duties,  and  the  secretariat  proposed  for 
him  is  also  moderate. 

13.  I  know  so  little  about  the  customs  and  salt  departments  that  I  cannot  give  an 
opinion  on  the  proposal  to  manage  them  by  a  Commissioner  with  no  other  duty.  Cer- 
tainly, I  think  it  would  be  very  unadvisable  to  encumber  the  Chief  Revenue  Commis- 
sioner with  these  departments,  which  require,  for  satisfactory  working,  a  specialty  of 
knowledge  not  likely  to  be  possessed  by  an  officer  who  had  undeniable  qualifications  in 
the  Revenue  Department. 

14.  The  opium,  however,  would  continue,  I  presume,  to  be  under  the  revenue  officer, 
connected,  as  it  is,  with  his  department  in  his  most  important  part,  the  dealings  with  the 
ryots ;  and  the  opportunity  might  be  taken  to  reduce  to  a  moderate  scale  the  allowances 
to  the  opium  agents,  and  make  these  offices  tenable  by  younger  and  more  active  men 
than  have  generally  held  them. 

15.  As  regards  the  Chief  Commissioner  of  Revenue,  I  would  give  him  superintendence 
not  of  revenue  matters  only,  but  of  all  administrative  duties  not  directly  a  part  of  the 
Judicial  Department,  of  municipalities,  local  funds,  and  works,  education,  &c.,  with  such 
restrictions  regarding  the  latter  as  the  necessity  of  having  a  Director  of  Public  Instruction 
might  involve.  I  can  conceive  no  greater  stimulijs  to  progress  in  all  these  important  but 
much-neglected  duties  than  a  regular  system  of  supervision  and  local  inspection  by  an 
officer  like  the  Chief  Commissioner,  the  eye  and  the  hand  of  the  Lieutenant  Governor ; 
and  one  great  reform  could  be  carried  out  by  such  an  officer,  which  the  Board  has  always 
failed  in,  viz.  compelling  officers  to  visit  their  districts  regularly,  and  in  order  to  become 
acquainted  with  them,  instead  of  irregularly,  briefly,  and  too  often  for  amusement. 

16.  The  next  point  which  these  papers  seem  to  suggest  for  consideration  is  the  reduc- 
tion of  the  territorial  limits  of  the  Lieutenant  Governorship.  This,  I  believe,  is  admitted 
to  be  a  necessity,  not  only  as  a  relief  to  the  over-burdened  Government,  but  as  affording 
the  means  of  doing  justice  in  all  respects  to  the  outlying  portions  of  the  province. 

17.  These  are  Assam,  in  which  may  be  included  the  Cossya  Hills,  Jynteeah,  and 
Cachar,  and  so  far  as  we  are  connected  with  it,  Munneepore ;  second,  the  south-western 
agency  or  Chota  Nagpore ;  third,  Cuttack  or  Orissa. 

18.  Of  these  three  tracts,  the  separation  of  Assam,  and  the  constitution  of  a  separate 
administration  for  it  under  his  Excellency  in  Council,  seems  in  the  first  degree  desirable, 
absolutely  necessary,  I  would  say.  The  large  extent  of  country,  its  distance  and  difficulty 
of  access  from  Calcutta,  the  internal  obstacles  to  locomotion,  all  combine  to  render  it 
impossible  for  the  Lieutenant  Governor,  considering  his  other  duties,  to  obtain  the  know- 
ledge and  exercise  the  supervision  which  a  province  so  valuable,  and  hitherto  so  utterly 
ne^ected,  demands. 

19.  The  nmnber  of  savage  tribes  in  or  surrounding  the  province  affords  alone,  it  seems 
to  me,  a  sufficient  reason  tor  having  on  the  spot  an  officer  of  the  character  which  it  may 
safely  be  assumed  a  Chief  Commissioner  selected  by  the  Government  of  India  out  of  the 
large  field  open  to  it,  would  possess ;  an  officer  fully  acquainted  with  the  views  of  Govern-' 
ment,  possessing  its  confidence,  unbiassed  by  the  traditions  which  in  a  small  isolated 

Srovince  so  soon  become  more  powerful  than  law  or  orders,  experienced  in  what  has  been 
one  elsewhere,  able  to  ascertain  facts  for  himself  instead  of  getting  ^em  filtered  through 
a  coloured  sieve,  able  also,  in  most  cases,  to  give  redress  or  assistance  at  once,  or,  neany 
as  important,  to  refuse  it  at  once,  &c.,  &c.  Why,  such  an  officer  would  in  a  very  short  time 
completely  change  the  face  of  affairs  in  Assam.  The  effect  of  such  a  local  administration,  too, 
would  be  particularly  useful  as  regards  the  large  body  of  tea  planters  in  Assam,  Cachar, 
&c.,  whose  number  will  ^eatly  increase  as  soon  as  the  still  existing  difficulties  are  over- 
come, and  who  never  wdU  be  and  never  can  be  expected  to  be  content  with  a  rule  from  so 
remote  a  place  as  Calcutta.  But  there  are  two  things  without  which  the  best  Chief 
0.81.  B  Commissioner 
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Commissioner  will  not  be  able  to  do  nearly  what  will  be  eamected  from  him,  via.,  pletitt^ 
of  money  to  make  justice  accessible  to  all,  and  to  make  roads,  as  means  to  justice  as  w4l 
as  necessary  instruments  to  progress  in  other  ways ;  and,  secondly,  an  infusion  of  new 
blood  into  the  official  body,  with  an  occasional  interchange  of  officers  with  other 
provinces. 

The  division  of  the  province  into  two  commissionerships  seems  also  essential  to  improve- 
ment 

20.  As  regards  Chota  Nagpore,  it  resembles  Assam  only  in  the  extent  of  jungle.  Its 
importance  as  yet  by  no  means  demands  separation.  It  does  not  give  the  Lieutenant 
Governor,  I  believe,  any  great  amount  of  work,  and  it  is  so  close  to  Calcutta  that  supervision 
is  comparatively  easy. 

21.  Orissa. — I  am  of  opinion  that,  for  the  administration  of  this  province  also,  separa- 
tion from  Bengal  is  not  necessary,  though,  if  funds  were  available,  that  measure  might  be 
carried  out  with  good  effect.  But  considering  the  size  of  the  division  (even  including 
Midnapore,  which,  as  a  permanently  settled  district,  there  would  be  some  difficulty,  pro- 
bably, in  separating  from  the  rest  of  Bengal),  and  its  proximitjr  to  Calcutta,  I  think  there 
can  be  little  difficulty  in  securing  its  efficient  administration  under  the  Lieutenant 
Gx)vemor,  especially  it  a  Chief  Commissioner  is  substituted  for  the  Board,  provided 
always  an  efficient  divisional  Commissioner  is  selected ;  and  to  this  end,  I  should  be  very 
much  inclined  to  recommend  that  a  higher  salary  shall  be  attached  to  the  Cuttack  than  to 
other  commissionerships,  and  that  the  selection  should  not  be  confined  to  the  civilians  in 
Bengal  or  to  civilians  only.  The  fact  of  Ravenshaw's  appointment  to  Cuttack  seems  to 
me  to  indicate  the  desirability  of  increasing  the  field  of  selection.  A  more  honest,  zealous, 
hard-working  man  than  Ravenshaw  there  is  not  in  the  service,  but  he  has  had  little  or  no 
experience  except  in  the  detection  and  punishment  of  crime,  and  naturally  failed  to  see 
the  approach  of  evil  of  any  other  kind. 

22.  Mr.  Grey  has  shown  the  necessity  for  increase  of  strength  as  well  as  higher  pay 
to  his  secretariat;  and  as  regards  a  council,  I  shall  only  express  my  hope  that  the 
attempt  to  increase  efficiency  oy  means  of  the  above  changes  may  first  be  thoroiighly 
tried. 

23.  With  a  legislative  council,  a  high  court,  a  chief  commissioner  of  revenue,  and  a 
secretariat  on  the  proposed  constitution,  no  Lieutenant  Governor  ought  to  be  at  a  loss  for 
advice. 


18  July  1867. 


(signed)         G.  U.  Yule. 


Enclosure  4,  in  No.  1* 


Memorandum  by  J.  D.  Gordon,  Esq.,  C.S.I.,  Private  Secretary  to  His  Excellency  the 
Governor  General  and  Viceroy  of  India,  on  Administrative  Changes  in  Bengal. 

The  size  and  imp(H*tance  from  wealth  and  population  of  the  provinces  which  are  com* 
prised  in  what  is  termed  "  Lower  Bengal,"  would  certainly  deserve  the  constitution  of  a 
lull  government,  i.  e.,  a  government  with  an  executive  as  we^  as  a  legislative  council. 
But  I  am  inclined  to  think  that  the  alternative  arran^ments  which  the  Lieutenant 
Governor  suggests,  aided  by  the  diminution  of  work  which  the  formation  of  a  chief  com- 
missionership,  comprising  Assam,  and  most  of  the  country  north  of  the  Berhampooter 
and  Cachar,  under  the  Government  of  India,  will  cause,  will  prove,  for  the  present  at 
least,  the  more  desirable  arrangement.  The  weak  point  of  the  full  Government  would 
be,  that  the  Governor  would  certainly  be  sent  from  England.  Now  it  is  certain,  as  a 
rule,  that  a  man  so  sent  would  not  be  as  useful  a  man  for  Bengal  as  a  man  whom  the 
Viceroy  would  select  from  the  practical  working  men  trained  in  India. 

I  think  there  is  no  ground  for  a  chief  commissionership  in  Orissa.  If  a  specially  good 
man  were  selected  for  that  province,  with  a  salary  specially  high,  it  would  answer  every 
purpose.  A  ftill  eovernment  would,  however,  be  far  preferable,  in  my  opinion,  to  the 
disintegration  of  jLower  Beo^id,  and  the  trouble  to  the  Supreme  Goremment  which 
would  result  from  the  creation  of  unnecessary  chief  commissionerships.  But  I  am  not 
sure  that,  when  Mr.  Grey's  proposals,  good  as  thev  are,  have  been  adopted,  that  nearly 
all  that  should  be  done  will  have  been  done.  The  machinery  which  is  necessary  for  the 
effective  discharge  of  the  duties  of  the  administration,  as  it  affects  the  Lieutenant  Go- 
vernor himself,  and  the  higfiest  officers  of  the  Local  Government,  will  have  been  put  on 
something  like  a  suitable  scale ;  but  the  defects  which  exist,  and  which  affect  our  prac* 
tical  administration,  defects  which  the  improved  machinery  in  the  highest  branches,  if 
adopted,  will  very  soon  expose,  will  etill  remain.  The  topmost  boughs  of  the  tree  will 
have  been  cared  f(»r  and  tended,  but  the  lower  branches  and  the  roots,  in  which  mainly 
the  health  of  the  tree  lies,  will  not  have  been  similarly  looked  to. 

Bengal  is  not,  it  must  be  admitted,  and  has  not  been  altogether  satififactorily  adminis- 
tered. She  contrasts  in  many  respects  unfavourably  with  less  advanced  parts  of  India. 
Much  of  this  is  owing  to  the  injustice  with  which  she  has  been  treated.  She  has  been 
the  milch  cow,  ns  it  were,  of  the  Government  of  India.  Her  population  are  quiet,  unin- 
teresting 
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tereeting  comparatively^  atid  uncomplaining)  Mid  much  of  her  area  ie  difficult  of  access, 
and  historically  of  little  interest.  It  has  so  therefore  happened,  that  money  has  been 
grud^ngly  bestowed  on  her,  whilst  her  riches  have  been  readily  taken  to  improve  distant 
acquisitions,  whose  history,  places  of  note,  and  people  were  politically  more  important 
and  generally  more  interesting.  Hence  it  has  been  that  means  of  conmiunication  and 
-general  adKiinistrative  improvements  have  been,  for  want  of  money,  less  cared  for  than 
they  should  have  been,  v  ery  much^less  money  has  been  allowed  to  her  iJian  to  other 
provinces,  although,  from  the  nature  of  the  soil  and  climate,  and  the  features  of  1^ 
country,  very  much  more  money  was  required  to  produce  even  like  results. 

It  is  no  doubt  true,  as  a  general  rule,  that  the  officers  in  the  administration,  t.e.,  the 
collector-maristrates,  are  not  sufficiently  conversant  with  the  people  and  places  of  their 
districts.  The  officers  are  not  to  be  blamed  for  this ;  it  is  ^e  system.  It  is  very  well 
for  the  Board  or  the  Commissioner  to  say  to  a  district  officer,  **  Travel  about  your  dis- 
trict, make  yourself  acquainted  with  its  people,  their  condition,  and  their  wants,"  &c.  &c. ; 
nothing  could  be  more  correct  and  desirable  in  theory ;  but  I  speak  from  experience  that  it  ia 
very  difficult,  under  the  system  which  prevails,  for  the  best  intentioned  officer,  for  one  indeed 
who  has  a  love  of  camp  life,  to  be  as  much  in  his  district  as  he  wishes,  and  as  undoubtedlv 
he  ought  to  be.  He  has  masters  calling  to  him  from  every  quarter,  and  calling  simuf* 
taneously.  The  public,  the  Government,  the  Board,  the  Commissioner,  the  High  Court, 
the  gaol  authorities,  the  police  authorities,  the  officers  of  account,  each  of  whom  supposes 
the  work  of  his  department  to  be  not  only  more  important  than  any  other,  but  to  oe  aU- 
important.  The  amount  of  office  woric  which  the  correspondence,  and  the  numerous  and 
dsuborate  statements  whieh  are  now  always  required,  and  which  are  doubtless  of  much 
value,  entails,  is  beyond  conception.  These  are  mostly  required,  too,  during  the  seascm 
when  camp  life  is  alone  practicable.  The  greatest  importance  is  naturally  attached  to  the 
punctual  submission  of  these  papers,  for  otherwise  they  are  not  of  value,  and  so  practically 
the  real  work  of  the  district,  that  which  affects"^  the  happiness  of  the  people,  is  made 
secondary  to  the  mere  clerk  work.  It  is  natural  that  a  man  should  do  the  work  which 
his  master  considers  most  important.  If  English  reports  and  statements  are  not  sub- 
mitted  as  they  should  be,  those  in  high  office  condemn  the  district  officer,  and  their  con- 
demnation of  him  ruins  his  official  character.  So  that  the  mto  who  may  be  doin^  quietly 
real  good  as  a  district  officer  may  be,  and  would  be  held  to  be,  inferior  to  him  who, 
neglecting  the  work  which  produces  the  welfare  of  the  people,  has  a  habit  of  punctuality 
in  the  Biu)mission  of  his  returns,  and  a  facile  pen  for  his  general  English  reports.  The 
remedy  for  this  is  to  increase  the  staff  of  district  officers,  fought  to  mention  too,  en  pas- 
sani,  uiat  there  is  a  rule  which  prohibits  the  receipt  of  travelling  allowance  by  a  district 
officer  when  in  camp,  in  his  district,  whose  salary  may  exceed  23,000  rupees  per  annum« 
This  is  a  strange  rule,  for  members  of  the  Board  of  Bevenue,  Commissioners  of  Bevenue, 
judges,  settlement  officers,  secretaries  and  other  officers,  invariably  receive  travelling 
allowances,  though  they  may  be  in  receipt  of  salaries  much  in  excess  of  23,000  rupees. 
I  do  not  say  that  this  rule  prevents  all  officers  affected  by  it  from  travelling  about  their 
districts.  But  it  is  clearly  not  likely  to  induce  camp  life,  when  it  adds  the  objection  of 
expense  to  other  difficulties  in  the  way.  I  would  cancel  this  rule  as  inconsistent  and 
impolitic. 

We  must  improve  our  district  administraticoi.  I  am  satisfied  that  Lower  Bengal  is  as 
well  supplied  with  officers,  zealous,  able,  and  industrious,  as  any  other  portion  of  India, 
but  they  are  over-weighted.  Their  legs  are  tied,  and  it  is  not  surprising  then  that  they 
cannot  run. 

The  objects  to  be  gained  are, — 

1.  That  justice  be  done  between  man  and  man  as  well  as  possible. 

2.  That  justice  be  brought  within  reach  as  much  as  possible. 

It  has  been  said,  and  said  with  truth,  that  we  lack  in  Lower  Bengal  reliable  connecting 
links  between  the  district  officials  and  the  people.  It  is  so,  owing  mainly  to  the  existence 
of  the  permanent  settlement  and  the  arrangements  which  it  brought  about. 

In  Bengal  we  have  not  tehseeldars,  and  I  doubt  very  much  the  expediency  of  now 
attempting  to  introduce  that  system.  In  Orissa  the  experiment  might  perhaps  be  tried 
with  advantage,  as  it  is  not  permanently  settled ;  nevertheless,  I  think  tehseeldars  are  not 
indispensable.  Good  practical  administration  in  these  days  of  greatly  improved  com- 
munication and  increased  civilization  can  be  secured  without  their  aid.  In  part,  too,  we 
have  something  of  the  sort,  though  not  of  course  by  any  means  the  same  tiling.  Our 
subdivisional  officers  in  theory  are  for  some  purposes  in  lieu  of  tehseeldars,  and  when  good 
men  they  answer  valuable  practical  purposes.  But  still  they  do  not  suffice.  We  must  either 
increase  the  number  of  superior  officers  in  each  district,  or  what  would  be  certainly  more 
advantageous,  we  must  increase  the  number  of  the  districts,  by  forming  new  ones  made 
up  of  the  excess  of  those  now  existing.  Many  districts  are  far  too  large.  Even  when 
decreased,  assistance  will  sometimes  he  necessary  in  the  shape  of  subordinate  officers. 
If  the  districts  be  not  diminished  and  new  districts  created,  then  an  extra  officer  should 
be  appointed  to  each  district,  specially  for  judicial  work,  so  as  at  certain  times  to  release 
the  magistrate  from  the  head-quarters  of  his  district  But  I  incline  to  think  that  the 
decrease  in  size  of  many  of  the  districts  would  be  very  advantageous. 

Another  great  evil,  in  a  great  measure  under  the  present  system  irremediable,  is  the 
frequent  change  of  district  officers.  A  good  officer  enters  a  district  and  stays  there  a 
year,  perhaps  two  or  three  years,  though  of  late  years  it  has  seldom,  I  believe,  happened 
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that  an  officer  has  remained  for  three  years  as  Collector-Magistrate  of  a  district.  When 
he  knows  every  place^  and  every  man  of  importance,  the  general  wants  and  the  prominent 
crimes  of  the  district,  when,  in  short,  as  regards  that  district,  he  becomes  positively  invalu- 
able, he  has  suddenly  to  leave  it.  This  constant  change  in  all  our  aaministration  is  a 
curse,  and  renders  good  government  scarcely  practicable.  In  a  district  a  man  gains  no 
hold  of  the  good  people  in  it,  who  are  naturally  chary  of  beaming  intimate  and  unreserved 
with  a  man  who,  with  them  to-day,  may  leave  them  to-morrow ;  he  gains  no  knowledge  of 
the  bad  people,  for  he  has  not  time  and  opportunity  to  find  them  out.  So  that  a  district 
officer  is  prevented  by  the  uncertainty  of  his  tenure  from  supporting  and  encouraging  the 
good  men,  and  from  repressing  the  evil,  and  from  obtaining  that "  dukhl,  "  that  personal 
influence,  which  in  India  is  notoriously  of  so  great  value.  It  is  not  easy  to  over-estimate, 
in  my  belief,  the  harm  that  this  constant  change  of  officers  produces.  How  old  in  their 
respective  posts,  I  would  inquire,  were  the  officials  in  Orissa,  one  and  all,  in  1867.  If,  for 
instance,  in  lieu  of  Mr.  Ravenshaw,  an  active  industrious  officer  I  know,  but  quite  with- 
out local  experience,  a  man  had  been  at  the  head  who  had  long  been  in  any  part  of  Orissa, 
is  it  likely  that  there  would  have  been  for  so  long  such  ignorance  as  to  its  real  state  ? 
Had  a  man  such  as  Sterling,  Sir  H.  Ricketts,  Mr.  Moffiitt  Mills,  or  Mr.  Trevor,  or  Mr. 
Shore,  a  man  in  fact  with  thorough  local  knowledge,  as  they  had,  been  there,  would  not 
the  true  condition  of  the  province  have  been  in  due  time  known  and  made  known  ?  Un- 
doubtedly it  would.  Cannot  a  system  be  devised  by  which,  when  an  officer  becomes 
valuable,  when  he  has  his  heart  in  his  work,  and  when  perhaps  he  is  suited  specially  to 
district  work,  he  may  be  retained  as  such  without  pecuniary  loss,  instead  of  being  com* 
pelled  by  self-interest  to  leave  all  the  labour  in  which  he  has  exerted  himself,  in  order  to 
join  a  post,  say  that  of  a  judge,  which  he  may  very  much  dislike,  and  for  which  he  may 
be  very  unfit.  Could  it  not  be  so  arranged  that  such  officer,  when  entitled  to  promotion, 
carrying  increase  of  pay,  should  receive  such  increase  of  pay  and  stay  where  he  is.  The 
fact  is,  I  believe,  that  sooner  or  later  a  separate  judicial  service  will  be  necessary.  I  do 
not  think  that  this  Beparation  should  take  place  from  the  starting  post  in  the  career  of  a 
civil  servant.  On  the  contrary,  I  hold  that  it  is  most  desirable,  indeed  an  almost  essential 
qualification  to  a  really  good  district  judge  ,that  a  judicial  officer  should,  for  a  few  years 
at  least,  have  the  experience  of  the  people  and  the  country  which  the  ordinary  training  of 
a  district  officer  gives.  But  I  think  that  it  will  prove  more  valuable  to  the  country  to 
keep  district  officers  long  at  their  post,  than  to  transter  their  services  as  a  matter  of  course 
to  the  judicial  posts< 

For  the  present  a  real  reform,  in  addition  to  the  improved  staff  for  the  Lieutenant 
Governor,  which  Mr.  Grey  proposes,  will  be  brought  about  by  the  increase  in  the  number 
of  districts.    No  increase  of  Commissioners  seems  required. 

J.  D.  Gordon. 

Simla,  30  July  1867. 


Enclosure  6,  in  No.  1. 

Memorandum  by  Sir  iJ.  N.  Hamilton* 

The  position  of  the  Lieutenant  Governor  of  Bengal  is  materially  affiscted,  and  in  some 
degree  weakened,  by  his  residing  at  the  seat  of  the  Supreme  Government,  Calcutta ;  the 
presence  of  the  Governor  General  and  Viceroy  does,  so  to  speak,  eclipse,  if  not  extinguish, 
the  Lieutenant  Governor. 

The  Governor  General  is  Governor  of  Fort  William,  and  has  a  Deputy  Governor. 
Now,  could  not  the  deputy  governorship  of  Fort  William  be  utilized?  Why  should  he 
not  be  Deputy  Governor  of  Fort  William,  and  of  the  town  of  Calcutta  ?  By  including 
Calcutta  within  his  Government,  it  would  be  brought  directly  under  the  Gowernment  oi 
India,  and  the  Lieutenant  Governor  of  Bengal  would  be  relieved  of  all  that  relates  to 
and  concerns  the  town  and  port  of  Calcutta. 

Such  an  arrangement  would  be  very  beneficial  to  Calcutta  itself;  it  would  relieve  the 
Lieutenant  Governor  of  Bengal  of  a  mass  of  detail  and  urgent  business  quite  unconnected 
with  the  revenue,  judicial,  or  civil  administration  of  Bengd,  to  which  he  should  have  full 
leisure  to  attend. 

The  Deputy  Governor,  by  being  in  direct  communication  with  the  Governor  General, 
or  Government  of  India,  would  be  able  to  carry  on  the  business  of  the  port  and  town 
with  far  greater  facility  and  expedition  than  the  present  arrangement  permits. 

Calcutta  itself  requires  the  whole  time  and  attention  of  an  intelligent  administrator, 
who  would  have  that  responsibility  put  on  him  which  is  now  lost  in  a  Lieutenant  Governor 
of  Bengal. 

Calcutta  is  increasing,  and  though  its  increase  may  not  be  so  great  or  rapid  as  heretofore, 
if  Bombay  maintains  its  rivalry,  still  its  importance  will  require,  as  it  does  now  require, 
the  whole  attention  of  a  Governor  or  superior  authority.  The  references  to  the  Supreme 
Government  are  numerous  and  many,  and  often  pressing;  the  port, harbour,  the  municipal 
affairs,  the  health,  drainage,  water  supply,  lighting,  poUce,  roads,  local  taxation,  schools, 
colleges,  chamber  of  commerce,  and  pubHc  institutions,  all  have,  at  one  time  or  another, 
to  refer  to  the  Lieutenant  Governor  of  Bengal  to  obtain  the  orders  or  sanction  of  the 
Supreme  Government.     A  Lieutenant  Governor,  on .  his  tour,  or  at  Darjeeling,  is  an 
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obetruction ;  and  as  he  can  only  give  his  time  to  the  consideration  of  such  references  with 
reference  to  other  important  matters  from  the  province  of  Bengal,  the  Lieutenant  Governor 
has  more  work  than  he  can  get  through  well,  or  well  get  through.  Now,  a  Deputy 
Governor,  as  above  suggested,  would  have  only  this  Calcutta  work  to  do,  he  would  be  in 
direct  communication  with  the  Governor  General  and  Government  of  India ;  Calcutta 
business  would  be  more  speedily  and  far  more  energetically  done,  alike  to  the  public 
benefit  and  to  the  credit  of  the  Supreme  Government. 

The  duties  of  the  Lieutenant  Governor  of  Bengal,  less  Calcutta,  would  then  be  similar 
to  those  of  the  Lieutenant  Governors  of  North  West  Provinces  and  the  Punjab ;  he 
would  not  be  tied  to  Calcutta,  even  if  he  continued  to  reside  there,  and  he  would  not  be 
hurried  in  his  tours.  He  would  have  full  time  to  examine  into  all  matters  on  the  spot, 
or  at  the  several  stations,  and  he  might  periodically  convene  the  several  divisional  com- 
missioners for  discussion  and  consultation,  and  thus  become  personally  acquainted  with 
the  wants  and  the  management  of  districts,  and  of  the  calibre  and  capacity  of  district 
officers.  If  this  plan  were  adopted,  there  could  be  no  necessity  for  a  Board  of  Revenue  ; 
the  Lieutenant  Governor  would  be,  as  he  should  be  for  efficient  Government,  in  direct 
communication  with  the  divisional  commissioners,  whose  responsibility  should  not  be 
diluted  by  the  interposition  of  a  Board  of  Revenue. 

Boards  of  Revenue  are  not  now  essential,  neither  are  they  now  expedient.  They  are 
truly  screens  and  buffisrs.  If  the  local  officer  is  weak  and  supported  by  the  Board,  his 
proper  responsibilitv  is  removed ;  if  the  Lieutenant  Governor  yields  to  the  Board,  his 
responsibility  is  lightened.  The  administration  suffers.  Where  there  is  power,  there 
must  be  responsibiuty,  and  responsibility  must  be  enforced.  Young  officers  do  not  like 
to  go  against  the  Board ;  they  do  not,  as  a  rule,  argue  a  point  with  the  Board ;  they  re- 
ceive the  Board's  instructions,  and  carry  them  out ;  they  do  not  feel  the  responsibility. 
This  wow-responsibility  is  fatal  to  good  administration.  Put  aside  the  Board,  and  the 
local  Commissioners  are  brought  face  to  face  with  the  Lieutenant  Governor ;  should  he 
fall  back  on  a  subordinate,  that  subordinate  is  brought  face  to  face,  so  to  speak,  with  the 
Lieutenant  Governor ;  responsibility  thus  becomes  a  reality,  and  is  felt ;  if  the  local 
officer  is  wrong,  he  suffers ;  if  the  Commissioner,  he  feels  it,  and  if  the  Lieutenant 
Governor,  he  ought  to  suffer.  Under  the  existing  system  all  may  be  wrong,  and  no  one 
suffer,  the  responsibility  being  frittered  away. 

The  Lieutenant  Governor  of  Bengal  needs  no  further  aid  than  his  secretaiy ;  if  the 
Board  be  abolished,  he  would  be  only  as  the  Lieutenant  Governor,  North  West  irrovinces 
and  Punjab,  and  the  abolition  of  the  Board  would  furnish  funds  abundant  to  pay  the  cost 
of  a  Deputy  Governor  of  Fort  William  and  Calcutta,  with  a  Secretary,  and  there  would 
be  a  reduction  in  the  Bengal  secretariat  by  the  transfer  of  the  Calcutta  duties  to  a  Deputy 
Governor ;  in  short,  there  would  be  a  financial  as  well  as  a  public  gain. 

The  Presidencies  of  Madras  and  Bombay  require  a  Governor,  and  a  Governor  at  either 
Presidency  requires  a  council.  It  is  always  for  the  best  interest  of  India  that  the 
Governors  of  Presidencies  and  the  Governor  General  and  Viceroy  of  India  should  not 
be  drawn  from  any  of  the  Indian  services,  but  be  selected  from  among  British  statesmen 
or  men  trained  in  England,     The  fresh  English  European  views  of  an  educated  English 

fentleman  are  invaluable  in  the  Council  in  India,  the  members  of  which  belong,  it  may 
e  said,  to  one  or  other  of  the  parties  or  particular  sections  which  exist  in  India,  as  in  all 
our  colonies. 

The  unbiassed  impartial  judgment  of  a  clear-headed,  well-educated  English  Governor 
is  fully  appreciated  111  India  by  the  natives,  where  the  value  of  every  member  of  council, 
his  particular  views,  his  personal  influence,  and  his  private  character  are  accurately  known 
amongst  the  native  community,  and  at  the  native  courts. 

Calcutta  cannot,  as  the  seat  of  the  Supreme  Government,  be  a  Presidency  Government, 
as  Madras  or  Bombay*  The  Governor  General  must  always  be  supreme,  but  it  may  be 
a  Government  of  Bengal,  as  the  Governments  of  the  North  West  Provinces  and  Punjab. 
A  Lieutenant  Governor  needs  no  Council ;  he  must  be  a  man  of  large  experience  and 
administrative  capacity. 

R,  N.  Hamilton. 


—  No.  2.  — 
Memorandum  by  Sir  JP.  Halliday. 


The  chief  difficulty  which  has  impeded  the  good  working  of  the  Government 
of  Bengal  since  the  establishment  of  a  lieutenant  governorship  has  been  the 
presence  in  the  same  place  with  that  governorship  of  a  higher  and  therefore 
overshadowing  authority,  that,  namely,  of  the  Governor  General  in  Council. 

It  has  never  since  been  quite  clear  to  anybody  whose  was  the  real  power  and 
authority.  There  have  been,  on  important  and  pressing  occasions,  doubt  and 
uncertainty  where  there  should  have  been  promptitude  and  decision.  The 
authorities  themselves  have  been  apt  to  hesitate,  and  to  shift  the  burden  of 
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responsibility  before  action,  and  to  wrangle  afterwards  al)Out  the  results  ;  and 
the  people  have  been  prone  to  look  through  and  beyond  the  lower  authority  to 
the  higher,  which  is  among  them  and  before  them,  and,  halting  between  two 
masters,  to  find  themselves  astray  and  bewildered.  On  the  whole,  and  as  a  net 
result  of  the  present  system,  as  compared  with  that  which  preceded  it,  there 
has  been  less  force  in  the  administration,  and  less  contentment  and  satisfaction 
in  the  country  administered. 

The  same  effect  would  follow  in  Madras  or  Bombay  if  the  Supreme  Govern- 
ment were  transferred  to  either  of  those  Presidencies  to  sit  there  permanently. 
There  would  be  there,  as  there  now  is  in  Bengal,  an  hnperium  in  imperio,  with 
all  its  inevitable  consequences.  There,  as  in  Bengal  at  the  present  moment, 
the  inferior  Government  would  be  called  upon  for  everything,  and  would  be 
capable  of  very  little  ;  it  would  be  thwarted,  interfered  with,  questioned,  kept 
continually  on  the  defensive.  A  harassing  and  vexatioas  correspondence  would 
constantly  be  set  up,  wearing  to  the  spirits  and  irritating  to  the  temper  of  all 
concerned,  especially  as  in  India  these  differences  never  are  and  never  can  be 
kept  from  the  knowledge  of  the  public.  Authority  would  be  weakened  on  both 
sides,  while  disputes  were  exasperated,  and  there  would  be  there,  as  now  in 
Bengal,  an  interminable  washing  of  dirty  linen  before  the  world,  to  the  great 
abatement  of  dignity  in  all  engaged  in  the  operation. 

This  would  happen  under  any  constitution  of  the  superior  Government, 
whenever  it  might  be  put  down  permanently  over  against  the  subordinate 
Government,  as  now  in  Bengal.  But  the  uneven  workii^  of  the  machine 
thereby  occasioned  would  doubtless  be  still  further  increas^  if  tliere  should 
happen  to  be,  as  indeed  there  generally  must  be,  among  the  members  of  the 
superior  Government,  one  or  more  persons  qualified  l^  talents  and  antecedents 
to  compete  with  the  inferior  Government  in  local  knowledge  and  in  experience 
of  details ;  for  such  persons  will  never  let  their  accomplishments  remain  undis- 
played  or  imexercised. 

Something  there  is  of  these  difficulties,  though  in  a  much  less  degree,  in  the 
relations  of  the  Supreme  Government  with  those  of  Madras  and  Bombay,  from 
whence  complaints  of  undue  and  harassing  interference  are  Occasionally  heard. 
But  the  distance  at  which  these  Governments  are  placed  from  the  superior 
Government  impairs  or  forbids,  as  to  their  affairs,  any  minute  kno\^dge  in  the 
minds  of  members  of  the  superior  council,  and  mitigates,  if  it  does  not  altogether 
extinguish,  that  keen  and  searching  interest  in  local  matters  which  excites  to 
troublesome  interference,  and  which  is  engendered  by  actual  presence  on  the 
scene  of  action,  and  by  opportunities  of  personal  communication  with  those 
concerned  in  them. 

Nothing  of  this  would  be  obviated  by  any  change  in  the  constitution  of  the 
Bengal  Government.  Indeed,  a  Governor  appointed  and  chosen  in  England 
might  be  more  exposed  to  it  than  a  Governor  chosen  for  his  familiarity  with 
the  details  of  Indian  administration ;  and  if  he  had  a  council,  that  would  not 
help  him,  seeing  that  councils  do  not  hinder  much  occasional  soreness,  even  in 
the  distant  Governments  of  Madras  and  Bombay.  A  council  in  Bengal  pitted 
against  the  Council  of  India,  present  in  the  same  place,  might  indeed  heighten 
the  turmoil. 

Neither  would  it  mend  the  matter  to  place  Calcutta  under  the  Supreme 
Government,  as  has  been  proposed.  Perhaps  it  would  only  make  things  worse. 
The  difficulty  to  be  solved  does  not  arise  in  Calcutta  only,  but  is  felt  in  every 
part  of  the  country  of  which  Calcutta  is  the  capital  Moreover,  Calcutta  cannot 
be  governed  separately  from  the  country  to  which  it  belongs,  with  which  it  is 
in  incessant  communication,  and  with  which  it  is  indissolubly  connected  by 
a  thousand  ramifications.  You  might  as  well  separate  the  belly  from  tba 
members. 

But  the  notion  of  making  the  Supreme  Government  govern  Calcutta,  though 
absolutely  impracticable  as  so  stated,  contains  nevertheless  the  germ  of  the  real 
and  only  remedy  for  the  present  difficulties.  You  cannot  have  two  kings  in  one 
kingdom,  neither  can  the  supreme  and  subordinate  Government  rule  together 
in  Bengal.    Where  the  Supreme  Government  resides  there  it  should  govern, 
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Bnd  not  the  mere  city  of  Calcutta,  but,  of  necessity,  all  that  belongs  to,  and  goes 
with,  and  cannot  be  separated  from  Calcutta,  even  all  Bengal,  Behar,and  Orissa. 
Whatever  experiments  be  tried,  this  is  what  it  will  come  to  at  last ;  this  is  what 
it  win  come  to  now ;  though  feebly,  fitfully,  and  imperfectly.  It  had  better  be 
accepted  and  adopted,  and  made  a  real  and  strong  thing  once  for  alL 

If  this  should  prevent  the  council  of  the  Governor  General  from  leaving 
Calcutta  so  much  the  better.  The  absence  of  the  Governor  General  from 
Calcutta  is  an  evil,  but  often  a  necessary  evil.  The  absence  of  the  council  from 
Calcutta  is  always  an  unnecessary  evil ;  and  it  tends  to  make  the  absence  of  the 
Governor  General  more  frequent  than  it  need  be. 

At  present,  the  members  of  the  Governor  General's  council  divide  the  business 
departmentally.  One  department  should  be  the  Department  of  Bengal,  entrusted 
to  a  member  specially  chosen.  He  might  be  appointed  and  styled  Deputy 
Governor  or  Vi(;e-Pre8ident.  He  would  transact  the  details  of  Bengal  adminis- 
tration, at  all  times  bringing  all  needful  matters  before  the  council ;  and  in  the 
absence  of  the  Governor  General  he  would  preside  in  the  council,  as  of  course. 
You  would  thus  secure  counsel  and  control  for  the  Bengal  chief  administrator, 
not  by  tedious  and  wrangling  correspondence,  as  at  present,  but  by  healthy 
hand-to-hand  debate  and  discussion  over  the  council  table ;  differences  would 
not  be  published  to  the  world,  and  the  whole  weight  and  authority  of  the 
Supreme  Government  would  be  given  to  the  ruling  of  Bengal. 

I  need  not  say  how  greatly  this  is  to  be  desired.  The  large  recourse  to,  and 
residence  in,  Bengal  of  Englishmen  of  all  kinds,  and  the  ever-growing  com- 
plication  of  interests  between  them  and  the  natives,  render  its  administration 
a  matter  of  great  and  constantly  increasing  difficulty.  No  feeble  Government 
can  pretend  to  meet  it ;  and  a  double  Government  like  the  present  must  always 
be  feeble. 

.  If  the  present  area  of  the  Bengal  Government  be  thought  too  large  for  this 
method,  it  may  be  reduced,  Assam,  for  instance,  might  well  be  otherwise  pro- 
vided for. 

If  the  Supreme  Government,  i.e.,  the  Governor  General  and  his  council,  were 
stationed  out  of  Bengal,  you  might  properly  place  Bengal  upon  a  hke  footing 
with  Madras  or  Bombay.  But  I  am  not  one  of  those  who  think  it  possible  so 
to  remove  the  head-quarters  of  the  Supreme  Government.  At  all  events,  if  it 
were  removed  to  Madras,  or  Bombay,  or  Agra,  or  Lahore,  the  same  difficulties 
would  arise  as  are  now  felt  in  Bengal,  and  from  the  same  causes. 

(signed)      Fred.  Jos.  HalUdaif. 


—  No.  3.  — 

Memorandum  by  Sir  F.  Halliday,  to  be  circulated,  by  Sir  S.  Northcoie's 
Desire,  amongst  the  Members  of  Council. 

Since  writing  my  last  paper  on  the  government  of  Bengal,  I  have  been  per- 
mitted to  see  the  Report  of  the  Special  Committee,  and  Sir  Stafford  North- 
cote's  letter  regarding  it,  both  dated  14th  November  last;  and  I  perceive  that 
the  subject  under  consideration  is  larger  than  I  had  supposed. 

Approaching  it  in  the  more  logical  method  suggested  by  Sir  S.  Northcote, 
and  desiring  at  the  same  time  to  compress  my  remarks  within  the  smallest 
possible  limits,  I  would  state,  regarding  the  government  of  Bengal,  that  its 
importance  is  not  less  than  that  of  Madras  or  Bombay,  and  requires  as  strong 
and  efficient  a  constitution.  It  is  indeed  not  easy  to  make  any  of  the  three 
governments  too  strong  for  the  work  it  has  to  do.  In  none  of  them  do  I  con- 
ceive that  a  single  unaided  Governor,  or  Lieutenant  Governor,  would  give  satis- 
faction ;  and,  in  the  same  place,  with  no  one  of  them  would  it  be  possible,  in 
my  opinion,  to  fix  a  central  superior  Government  of  the  present  form,  with- 
out greatly  impairing,  if  not  destroying,  its  efficiency. 
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Next  in  order  is  the  question,  What  is  to  be  done  with  the  central  superior 
Government  ? 

This  has,  from  its  creation  in  1832,  been  placed  in  Calcutta;  and  there  it 
has  shown  a  strong  tendency  to  remain,  although  the  fitness  of  that  position 
has  been  often  and  keenly  contested.  By  some  it  has  been  suggested  that  it 
should  be  transferred  to  Bombay ;  by  others,  that  it  should  visit  every  Presi- 
dency in  turn.  Some  have  advised  that  it  should  continually  move  about  all 
over  India,  and  others  that  it  should  be  fixed  at  some  place  in  Upper  or  Central 
India.  Not  a  few  have  earnestly  desired  that  it  should  dwell  on  the  summits 
of  the  Himalayas. 

I  confess  that  I  have  not  been  able  to  imagine  the  possibility  of  a  peripatetic 
Supreme  Government.  The  great  problems  that  come  before  it  are  not,  1  thinks 
to  be  solved,  as  it  were,  amhulando^  even  if  the  machine  itself  were  not  too 
cumbrous  for  Oriental  difficulties  of  locomotion. 

So  also  as  to  a  residence  in  the  mountains.  It  would  remove  the  Govern- 
ment too  far  from  the  centres  of  political,  financial,  and  commercial  activty. 
With  a  really  strong  Government  in  the  Anglicised  Presidencies,  carrying  the 
support  and  sympathy  of  the  press  and  the  people,  and  within  ear-shot  of  the 
echoes  from  England,  the  distant  and  semi-Orientalised  Himalayan  authority 
would,  I  fear,  become  either  a  nullity  or  a  nuisance. 

It  remains  only  that  the  Supreme  Government  fix  itself  at  one  or  other  of 
the  Presidencies,  and  whichever  were  the  Presidency  chosen,  it  must  either 
impede  or  absorb  the  local  government  of  that  Presidency.  I  have  elsewhere 
stated  why  I  think  it  ought  to  absorb  it. 

For  the  business  of  a  local  government,  it  will  be  said,  the  Supreme  Govern- 
ment has  no  time.  To  this  I  would  ask  permission  to  reply  that  its  present 
work  might  possibly  admit  of  much  reduction. 

Under  the  old  constitution  that  grew  up,  naturally,  from  the  days  before 
Lord  Clive  to  those  of  Lord  William  Bentinck,  each  Presidency  was,  in  India, 
independent,  and  communicated  directly  with  the  Home  Government.  Gra- 
dually it  was  seen  that  the  larger  foreign  relations,  and  the  general  arrange- 
ments of  finance  (not  by  any  means  its  minute  details),  required  one  head.  For 
this,  therefore,  was  chosen  -one  of  the  local  governments,  which,  not  ceasing  to 
be  a  local  government,  became  also  for  such  matters  only,  the  Governor  General 
in  Council.  There  was  nevei*,  in  those  days,  any  thought  of  interfering  with 
the  executive  or  legislative  business  of  the  other  Presidency  Governors, 
neither  was  the  Governor  General,  while  engaged  in  the  high  concerns  of 
peace  and  war,  liable  to  be  called  on,  as  I  last  week  saw  the  Viceroy  in  Council 
doing  spontaneously  and  without  being  called  on,  to  settle  the  fares  of  fourth- 
class  railway  passengers. 

I  cannot  help  wishing  that  it  were  possible  to  return  a  little  upon  the  old 
ways;  to  leave  the  local  governors  to  do  their  own  work  for  themselves, 
controlled  wholly  or  chiefly  in  England,  and  to  divest  the  Viceroy  in  Council 
of  powers,  and  relieve  him  of  labours,  too  vast  and  various  to  be  successfrdly 
undertaken,  bringing  him  thereby  into  a  position  more  nearly  resembling  that 
which  was  once  thought  not  unsuited  to  the  genius  and  ability  of  a  Wellesley 
or  a  Hastings. 

16  December  1867.  (signed)        F.  J.  ffalUday. 
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REPORT  of  the  Commissioners  appointed  to  Inquire  into  the  Famine  in  Bengal 

and  Orissa  in  1866. 

Part  the  Fourth. 

Changes  in  the  Ecoecutive  Machinery  of  Bengal  suggested  by  the  Experience 

of  the  Famine. 

The  other  Commissioners  having  returned  tothei  rordinary  duties,  the  follow- 
ingis  submitted  by  the  President  alone. 

The  weakness  of  executive  administration  which  recent  events  seem  to  have 
disclosed  in  Bengal,  may  probably,  in  a  great  degree,  be  remedied  or  mitigated 
by  shortening  the  present  inconvenient  length  of  the  official  chain  in  two  ways ; 
first,  by  diminishing  the  number  of  official  grades,  and  thus  rendering  communi- 
cation and  responsibility  more  direct  and  tangible ;  second,  by  so  re-arranging 
the  system  of  promotion  that  the  number  of  changes  shall  be  fewer,  and  that 
officers,  being  more  permanent  in  particular  departments  and  appointments^  may 
become  more  experienced,  and  may  be  made  more  influential.  At  present  the 
official  chain  may  be  said  to  comprise  the  following  separate  offices : 


4.  The  Board  of  Revenue, 
6.  The  Local  Government, 
6.  The  Government  of  India, 


1.  The  Police, 

2.  The  District  Officers, 

3.  The  Commissioners  of  Divisions, 

from  one  to  the  other  of  which  all  information  mn^t  go  in  regular  official  course, 
with  the  result,  as  seen  in  the  sad  experience  of  the  famine,  that  facts  of  the 
utmost  magnitude  and  importance  become,  as  it  were,  diluted  and  lost  before 
they  reach  the  highest  authority.  And  officers  are  prom^ed  from  collector  to 
judge,  from  judge  to  commissioner,  and  so  backwards  and  forwards  between  the 
executive  and  judicial  departments  in  a  way  which  interferes  with  their  efficiency 
in  either,  and  renders  long  experience  in  any  particular  appointment  almost 
impossible. 

2.  The  shortening  of  the  official  chain,   and  the  strengthening  of  the  local 
executive  may  be  effected  : — 

By  making  the  police  a  department  of  the  magistrate's  office,  and  entirely 
subordinate  to  him ; 

By  eliminating  at  least  one  of  the  grades  between  the  district  magistrate 
and  collector  and  the  local  <j over nment,  and  placing  the  superior  inspecting 
officers  (who  must  always  be  necessary  in  so  large  a  Government)  in 
more  direct  personal  communication  with  the  head  of  the  local  Govern- 
ment ; 

By  drawing  closer  the  relations  between  the  Government  of  India  and 
the  Government  of  the  province  in  which  the  Government  of  India  is 
located. 
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3.  The  too  frequent  changes  of  oflScers  may  be  avoided,  and  very  much 
greater  efficiency  secured,  by  the  simple  expedient  of  separating  the  judicial  and 
executive  depariments  from  a  certain  point,  not  higher  than  the  grade  of  district 
officer,  after  the  fashion  now  followed  in  the  Presidencies  of  Madras  and  Bombay. 

4.  It  would,  at  the  same  lime,  be  necessary  to  supply  to  the  magistrate  and 
collector,  in  Bengal,  certain  executive  establishments  such  as  are  possessed  by 
district  officers  in  aU  other  parts  of  India. 

6.  There  can  I  imagine  be  no  doubt,  after  the  practical  experience  of  a 
number  of  years  that,  as  things  are  now  arranged,  the  presence  of  the  Govern- 
ment of  India  materially  weakens  the  position,  the  authority,  and  the  responsi- 
bility of  the  local  Government,  more  especially  in  so  peculiar  a  society  as  that 
of  Calcutta ;  while  at  the  same  time  the  Government  of  India  is  not  responsible 
for  local  administration,  and  has  no  sufficient  knowledge  of  local  events.  There 
has  generally  been,  under  a  succession  of  different  governors,  a  certain  amount  of 
antagonism  between  the  two  offices ;  there  is  a  constant  appeal  from  one  to  the 
other,  and,  on  the  part  of  the  subordinate  Government,  a  certain  jealousy  of 
interference,  which  much  cripples  its  action,  and  stands  in  the  way  of  that 
hearty  and  entire  confidence  which  might  enable  both  to  combine  for  the  com- 
mon good. 

6.  The  remedy  for  this  state  of  things  which  I  would  suggest,  is  to  make 
the  local  Governor  an  exqfficio  member  of  the  Executive  Council  of  the  Govern- 
ment of  India.  There  may  be  some  theoretical  objection  to  making  a  man, 
in  some  sense,  in  one  capacity  the  master  of  himself  in  another  capacity,  but  in 
practice  I  venture  to  think  that  the  result  would  be  to  place  the  local  governor 
more  than  he  now  is  in  the  position  of  a  member  of  the  English  Cabinet,  adminis- 
terinji  a  department  of  the  State ;  to  give  him  a  fair  and  expedient  opportunity  of 
defending  his  own  views  in  a  Council  in  which  he  would  but  be  one  of  several ; 
to  enable  him  on  important  questions  to  fortify  himself  with  the  opinion  of  the 
Supreme  Government  before  committing  himself  to  action  (without  either  formal 
official  reference  or  open  appeal  and  clash  of  authority) ;  and  to  render  the 
superior  Government  much  better  informed  regarding  the  progress  of  local  events. 
The  two  Governments  would  be,  if  I  may  so  express  it,  more  in  rapport  with  one 
another. 

Tiie  provision  which  enables  the  Governor  General  to  distribute  the  business 
of  his  office,  and  the  extraordinary  ^a?-o^cio  cliaracter  in  which  the  local  governor 
would  sit  in  the  Governor  General's  Council,  would  render  it  unnecessary  that  he 
should  devote  himself  to  all  the  details  of  the  Government  of  India  in  all  depart- 
ments; his  position  would  be  similar  to  that  of  the  Commander  in  Chief;  he 
would  necessarily  take  part  only  in  those  matters  which  concern  bis  own  special 
charge ;  but,  at  the  same  time,  there  are  few  great  questions  on  which  the  opinion 
of  the  man  actively  eufzaged  in  the  practical  work  of  a  local  government  would 
not  be  of  tiie  utmost  value  and  importance. 

7.  While  the  chlinge  which  I  have  suggested  would,  I  hope,  render  the 
position  of  the  local  governor  much  more  satisfactory  and  eflfeetive,  the  attend- 
ance at  the  Governor  Generals  Council,  and  the  attention  necessarily  bestowed 
on  some  Imperial  questions,  would  no  doubt  in  sonie  d^ree  detract  from  his 
working  time,  and  so  fer  might  aggravate  the  evil  of  overwork,  of  which  complaint 
is  already  made.  Still  more  would  this  be  the  ease,  if,  owing  to  the  abolition  of 
one  of  the  intermediate  grades,  any  additional  business  were  thrown  on  the 
offices  of  Government.  As  a  part  of  the  scheme,  it  would  then  be  necessary 
that  some  additional  assistance  should  be  given  to  the  local  governor.  To 
follow  existing  precedents,  this  might  be  done  in  two  ways ;  by  giving  him  a 
Council,  as  in  Madras  and  Bombay ;  or  by  giving  him  highly  paid  and  responsible 
seccetaries  to  whom  much  of  the  detail  of  business  might  be  delegated.  To 
each  of  these  plans,  I  think  that  there  are  objections.  Councillors  are  generally 
deliberative  rather  than  executive;  and  my  impression  is,  that  in  the  minor 
Presidencies  they  are  for  the  most  part  purely  deliberative ;  that  administrative 
work  is  not  made  over  to  individpal  councillors.  While  their  opinions  must 
add  much  weight  to  the  decisions  of  the  Government,  they  at  the  same  time  by 
dividing,  weaken  responsibility,  and  sometimes  by  difference  of  opinion,  rather 
retard  than  hasten  business.  On  the  other  hand,  secretaries  acting  in  the  name 
of  the  governor  stand  as  it  were  behind  a  screen — ^and,  what  is,  it  seems  to  me, 
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of  the  gi'ealest  imporlance,  as  mere  secretaries,  they  cannot  well  be  delegated  for 
purposes  of  inspection  and  supervisioo  apart  from  the  governor.  I  shall  return 
to  this  subject  presently. 

8.  It  has  long  been  generally  felt  that  the  functions  of  the  Commissioners 
of  Division  and  of  the  Board  of  Revenue,  to  a  great  extent,  as  it  were,  overlap — 
that,  in  fact,  both  are  not  required,  exc(*pt  in  so  far  as  any  weakness  or  deficiency 
in  one  grade  may  be  remedied  by  the  other.  If  all  the  commissioners  could  be 
depended  on  as  thoroughly  efficient,  there  would  be  no  occasion  for  the  Board ; 
if  the  Board  were  calculated  to  exercise  an  effective  supervision,  tl^e  Cummis* 
sioners  would  not  be  required.  The  working  of  a  body  such  as  the  present 
Board — exercising  a  stringent  control  on  theoretical  princi  j}les,  but  entirely  friilincr 
to  make  itself  acquainted  with  local  circumstances— has  proved,  in  a  great  Execu- 
tive crisis,  very  unsatisfactory. 

9.  The  commissioners  in  the  Regulation  District  of  the  Lower  Provinc<  s  are 
now  eight  in  number.  It  may  be  doubted  whether,  as  the  services  are  constituted, 
and  after  a  fair  ap|)ortionment  of  ability  to  the  judicial  branch,  so  large  a  number 
of  men  will  usually  be  found  on  whom  sufficient  reliance  can  be  placed  to  act 
without  the  intervention  of  any  such  controlling  power  as  the  Bcjard.  The  duty 
of  some  of  the  commissioners  is  already  light,  and  by  a  little  arrangement  might 
be  made  much  lighter.  If,  as  part  of  the  scheme  of  re-distribution  the  number 
of  districts  is  somewhat  diminished,  and  the  position  of  the  district  officers  is 
raised,  the  commissioners  will  be  much  further  relieveii  of  detail.  I  think  that 
the  present  number  of  eight  commissioners  might  be  reduced  by  at  least  half. 
Those  who  remain  might  be  placed  and  remunerat.d  still  more  highly  than  at 
present.  They  would,  to  a  great  extent,  combine  the  functions  of  the  Board  of 
Revenue  with  their  own,  the  Board  being  abolished.  There  would  be  one  com- 
missioner for  Behar,  and  say  three  for  Bengal  and  Orissa;  one  for  Western 
Bengal  and  Orissa,  one  for  Eastern  Bengal,  and  one  for  Northern  Bengal.  With 
the  exception  of  the  Behar  commissioner,  all  these  officers  might  perhaps,  with 
advantage,  make  Calcutta  their  head  quarters.  That  place  is,  in  fact,  more 
accessible  from  a  hirger  number  of  districts  than  any  other  spot ;  and  while  all 
the  commissioners  would  spend  much  time  in  moving  about  the  districts  com- 
mitted to  their  charge,  they  might  be  used  at  certain  seasons  as  a  sort  of  consul- 
tative council ;  and  to  them,  collectively,  tuight  be  delegated  the  duty  of  settling 
general  rules  of  practice,  and  snch  like  matter^. 

1 0.  As  respects  certain  portions  of  the  business  of  the  Board  of  Revenue,  I 
think  that,  since  the  opium  districts  are  now  so  closely  connected  by  railway,  the 
two  opium  commissionei-s  might  be  merged  in  one  superintendent,  of  the  opium 
revenue,  acting  in  direct  communication  with  Government;  and  that  there  must 
be  a  highly-paid  officer  to  superintend  the  other  non-territorial  revenues,  the 
customs  and  salt,  the  excise,  the  stamps,  the  license  tax,  with  any  other  taxes 
imposed  or  to  be  imposed,  and  the  financial  department  of  the  local  govern- 
ment. 

11.  One  plan  which  I  would  suggest  as  avoiding  the  difficulties  mentioned  in 
paragraph  7,  is  that  the  governor  ^lould  be  assisted  by  an  officer  of  the  highest 
position  as  his  deputy  and  councillor.  There  seems  to  be  no  reason  why  the 
head  of  the  local  administration  should  not  be  called  '*  governor,"  a  title  which 
would  in  no  way  interfere  with  that  of  the  Governor  General :  and  the  deputy 
might  then  be  called  ^*  deputy  governor."  To  him  the  governor  might,  from 
dme  to  time,  delegate  any  portion  of  his  functions,  especially  much  of  the  duty 
of  local  inspection  and  personal  supervision.  It  would  also  be  understood  that 
the  deputy  governor  would  have  an  opportunity  of  giving  and  recording  his 
opinion  on  all  great  questions,  but  the  decision  and  the  responsibility  would  rest 
with  the  governor  alone,  fortified  as  he  would  be  when  necessary  by  a  knowledge 
of  the  views  of  the  members  of  the  Government  of  India.  The  working  power 
of  the  local  government  would  thus  be  nearly  doubled  without,  I  should  hope, 
giving  rise  to  inconvenient  division  of  authority  or  of  responsibility.  The  deputy 
governor  might  be  employed  as  a  sort  of  extraordinary  special  commissioner, 
whenever  it  might  be  found  desirable  to  test,  by  a  second  opinion,  the  views,  or 
fortify  the  action  of  the  divisional  commissioners.  And  the  governor  himself, 
without  being  overloaded  with  details,  would  be  informed  of  everything  of  im- 
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portance,  would  direct  the  whole  machine,  and  in  his  position,  in  connection  with 
the  Government  of  India,  would  inform  and  derive  support  from  that  Govern- 
ment. 

12.  It  will  be  remembered  that,  in  addition  to  the  territorial  commissioners, 
there  will  still  be  under  the  Government,  not  only  the  two  high  revenue  officers 
mentioned  in  paragraph  10,  but  also  the  hea<ls  of  various  spegial  departments, 
as  of  public  works  and  education.  There  are  the  heads  of  the  marine  and  medical 
departments,  the  legal  remembrancer,  the  inspector  general  of  prisons,  the  head 
of  the  municipality  of  Calcutta,  superintendents  of  immigration,  of  forests,  of 
surveys,  the  commissioners  of  non-regulation  districts,  and  superintendents  of 
petty  frontier  States.  There  will  still  be  required  an  inspector  of  police,  to  report 
upon  the  arrangements  of  the  several  districts,  and  secure  a  certain  uniformity 
of  system  in  certain  points. 

All  these  things  at  present  throw  a  mass  of  work  on  the  Government,  and  dis- 
tract its  attention  from  the  more  important  territorial  questions  ;  and  by  assigning 
to  the  deputy  governor  certain  departments  with  reference  to  the  personal  pro- 
clivities of  the  two  members  of  the  local  government,  ample  work  might,  I  think, 
be  found  for  the  deputy. 

13.  I  am  aware  that  the  suggestion  of  a  deputy  governor,  subordiuate  to  a 
governor,  may  be  regarded  as  one  of  a  novel  character,  such  a  functionary  having 
been  unknown  in  British  India  (the  fonner  deputy  governor  of  bengal  was  really 
governor  for  the  time),  and  the  title  not  being  used  in  British  colonies.  But  I 
would  submit  that  not  only  is  such  a  functionary  found  in  almost  all  the  settle- 
ments and  colonies  of  other  European  nations,  but  that  in  all  British  colonies 
the  colonial  secretary  substantially  occupies  the  same  position.  An  Indian 
secretary  hps  always  been  subordinate  in  rank  to  members  of  council,  or  heads 
of  executive  departments.  In  the  colonies,  on  the  contrary,  whether  con- 
stitutional or  crown,  the  colonial  secretary  i?,  I  believe,  a  sort  of  prime  minister, 
the  acknowledged  second  in  command  to  the  governor  (almost  as  much  so 
as  the  first  lieutenant  in  a  ship  of  war),  and  the  person  who  assumes  charge 
of  the  government  in  case  of  casual  or  temporary  vacancy.  In  Ceylon,  for 
instance,  I  think  that  this  is  the  arrangement.  If  then  any  objection  be  taken 
to  the  title  of  deputy  governor,  I  would  suggest  the  exercise  of  somewhat 
similar  functions  by  a  chief  secretary,  on  the  same  footing  as  a  colonial  secretary, 
who  shall  be  placed  in  rank,  position  and  emoluments  avowedly  next  to  the 
governor  in  the  administration,  and  superior  to  all  the  executive  functionaries 
whom  he  aids  the  governor  in  controlling.  To  him  the  governor  should  be 
authorised  openly  to  delegate  much  of  his  own  powers  of  supervision.  The 
chief  secretary  should  also  have  the  right  of  formally  recording  his  opinions. 
The  old  Indian  system  of  councils  I  venture  to  think,  unsuited  to  proper  execu- 
tive administration,  and  I  trust  that  the  heads  of  the  civil  administrations  in 
provinces  where  such  bodies  do  not  exist  will  not  be  encumbered  with  them. 
But  that  in  some  shape  the  Governor  of  Bengal  must  be  assisted  by  high  officers 
in  a  position  to  divide  with  him  the  labour  of  dealing  with  the  various  executive 
departments  seems  to  be  established,  and  that  for  general  purposes  one  such 
officer  should  be  his  second  in  command,  whether  he 'be  called  deputy  governor 
or  chief  secretary,  1  think  highly  expedient. 

If  the  title  of  secretary  be  adopted  for  such  a  functionary,  who  is  in  fact  more 
than  a  mere  secretary,  the  officer  charged  with  the  non*territorial  revenue  and 
finance  might  also  be  called  revenue  secretary,  and  might  combine  with  powers 
of  supervision  a  personal  connection  with  the  governor  as  secretary,  receiving  his 
orders  direct 

14.  There  is  another  department,  in  respect  of  which  the  present  arrange- 
ments are  very  unsatisfactory.  In  judicial  matters  the  lieutenant-governor  is 
advised  partly  by  the  high  court  and  partly  by  the  legal  remembrancer.  The 
relations  between  the  high  court  and  the  local  government  have  never  been  quite 
all  that  could  be  desired  ;  and  I  am  inclined  to  think  that  the  position  of  the 
court  is  now  such  that  it  can  hardly  with  advantage  exercise  the  same  functions 
in  connection  with  the  administration  of  the  judicial  department,  which  the  late 
Sudder  Court  found  not  inconsistent  with  its  position  at  a  time  when  the  judge  s 
were  in  fact  civil  officers  of  the  local  government.  It  would  probably  be  better 
for  all  parties  if  the  court  were  more  left  to  its  more  properly  judicial  functions, 
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its  opinion  of  the  character  and  conduct  of  the  subordinate  courts,  and  on  other 
matters*,  being  generally  expressed  from  the  bench  rather  than  as  at  present  in  a 
somewhat  ill-defined  administrative  department.  On  the  other  hand,  the  legal 
remembrancer  does. not  at  present  occirpy  a  position  sufficient  to  enable  him  to 
relieve  the  high  court  of  its  administrative  functions.  He  receives  the  same 
salary  as  a  district  judge,  but  service  in  the  office  does  not,  as  in  that  of  district 
judge,  qualify  for  a  seat  in  the  high  court.  The  whole  subject  of  judicial  super- 
intendence is  one  of  extreme  difficulty  and  importance  and  of  very  pressing 
urgency.  To  enter  upon  it  would  require  a  separate  paper  in  much  detail.  We 
can  hardly  take  the  English  system  for  our  model ;  the  French  system  of  courts 
has  much  greater  analogy  to  that  prevailing  in  India.  Without  here  going 
further  into  the  subject,  1  will  only  say  that  my  impression  is,  that  the  high 
court  being  relieved  of  a  good  deal  of  the  duty  which  it  can  scarcely  with  suffi- 
cient dignity  perform  in  subordination  to  the  local  government,  the  Government 
should  for  judicial  affiairs  be  assisted  by  a  highly  qualified  officer  whose  emolu- 
ments and  advantages  should  be  such  as  to  make  his  place  to  the  full  as  desir- 
*  able  as  that  of  a  judge  of  the  high  court.  If  the  other  superior  officers  are  to  be 
called  secretaries,  he  also  might  be  called  judicial  secretary.  I  would  also  suggest 
for  consideration  whether  the  head  of  the  judicial  department  might  not  occupy 
some  such  position  in  reference  to  the  high  court  as  the  French  procureur  general 
holds  in  the  Court  of  Cassation. 

15.  If  there  be  a  judicial  secretary^  we  should  have  then  three  superior  secre- 
taries, for  the  general  revenue  and  judicial  departments.  But  as  I  suggest  that 
one  of  these  should  be  chief  secretary,  as  the  revenue  and  judicial  de|)artment8 
may  be  quite  as  important  as  the  general  department,  and  as  it  would  be 
desirable  to  avoid  the  changes  which  would  occur  if  the  best  man  had  a  claim 
to  promotion  fron  one  secretaryship  to  the  other,  it  might  f  think  be  a 
good  arrangement  that  (as  is  the  case,  I  believe,  in  Bombay)  one  of  the 
secretaries  should  be  chief  secretary,  irrespective  of  the  department  witli  which 
he  is  charged. 

The  extent  and  importance  of  the  Bengal  Government,  and  of  the  town  and 
port  of  Calcutta  are  such  that  (the  councils  apart)  three  secretaries  for  Bengal 
would  not  be  more  in  proportion  than  the  two  superior  civil  secretaries  allowed 
in  Madras  and  Bombay  respectively. 

16.  On  the  whole  question  the  essential  point  appears  to  be  this,  that  instead  of 
being  advised  by  such  bodies  as  a  council  or  board  of  revenue,  and  assisted  by 
irresponsible  secretaries,  the  governor  should  be  both  advised  and  assisted  by 
heads  of  departments,  responsible  for  their  departments  individually  and  not 
collectively — men  who  by  whatever  name  they  may  be  called,  would  be  in  a 
higher  and  more  acknowledged  position  than  the  present  secretaries,  and  more 
actively  executive  in  their  functions  than  councillors  ;  while  they  would  also  be 
in  more  rapid  direct  and  efficient  communication  with  the  governor  than  are 
separate  boards.  I  find  among  men  of  the  most  recent  practical  experience,  a 
great  unanimity  of  opinion  that  any  change  in  the  old  Indian  form  of  Govern- 
ment should  be  in  this  direction.  I  am  told  that  in  the  Bombay  and  Madras 
Presidencies,  the  position  of  the  chief  and  superior  secretaries,  and  that  of  the 
members  of  council,  is  generally  found  to  be  in  some  sense  incompatible.  There 
is  not  full  room  for  both  sets  of  officers.  If  the  councillors  are  strong  and  in- 
fluential, the  position  of  the  secretaries  is  lowered  to  that  of  mere  subordinates. 
If  the  councillors  are  weak,  indifferent,  or  in  opposition,  and  the  secretaries 
are  strong,  the  latter  officers  are  everything,  and  the  councillors  add  little  or 
nothing  to  the  working  power  of  the  Governnjent.  What  then  is  wanted  is 
some  arrangement  that  may  obviate  this  waste  of  power  and  combine  in  one 
set  of  officers  the  power  and  position  of  both.  That  may  be  done  by  giving 
to  men  of  the  rank  and  salary  of  councillors,  the  functions  of  the  secretaries 
and  boards  united  and  concentrated,  while  they  would  be  assisted  by  subordi- 
nate secretaries  of  rank  and  salaries  inferior  to  the  present  chief  secretary  and 
secretaries. 

17.  There  is  not  room  either  in  Assam  and  the  eastern  frontier,  or  on  the 
western  frontiers  of  Bengal  for  a  chief  commissionership  in  the  sense  of  a  sepa- 
rate administration  subject  only  to  the  Government  of  India,  and  I  do  not  see 
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how  those  distant  territories  could  be  united  under  one  chief  commissioner.  But 
by  placing  under  the  commissioner  of  Assam,  Cachar,  the  Doars,  and  Cooch 
Behar,  the  charge  would  be  made  quite  large  enough  fur  a  commissioner  under 
the  Government  of  Bengal  with  large  powers  and  a  high  salary ;  and  by  adding 
to  the  south-west  frontier  agency  the  Cuttack  Tributary  Melmls  and  the  hilly 
parts  of  the  border  districts  of  Midnapore,  Bancoorah  and  Bheerbhoom,  that 
charge  might  also  be  enlarged. 

18.  If  it  be  deemed  desirable  to  diminish  the  area  of  the  Bengal  administra- 
tion, the  most  fitting  change  would  seem  to  be  the  transfer  to  the  north-west  pro- 
vinces of  Behar,  a  country  totally  different  from  Bengal  in  physical  character, 
people,  language,  and  institutions,  and  in  all  these  respects  very  similar  to  the 
north-west  provinces.  Behar  is  also  very  much  nearer  lo  Allahabad,  the  present 
seat  of  the  Government  of  the  north-west  provinces,  than  it  is  to*  Calcutta.  And 
taking  the  two  administrations  as  they  now  stand,  since  both  the  Delhi  division 
and  the  Saugor  and  Nerbudda  territories  have  been  taken  frona  the  north-west 
provinces,  I  should  have  no  doubt  that  the  transfer  of  Behar  would  be  a  reason-  • 
able  and  desirable  measure. 

19.  While  I  believe  that  much  advantage  would  attend  any  arrangement 
which  would  admit  of  some  interchange  of  officers,  and  ideas  between  the  dif- 
ferent civil  administrations  in  India — that,  for  instance,  it  would  be  very  desirable 
that  the  whole  civil  service  should  be  one  to  the  same  extent  that  the  whole 
Bengal  service  is  one— I,  on  the  other  hand,  think  that,  in  regard  to  local 
services  and  local  arrangements,  far  too  little  regard  is  paid  to  peculiarities  of 
race  and  language.  Much  of  the  success  of  the  administration  of  the  North- 
West  Provinces  I  take  to  be  due  to  the  circumstance  that  the  officers  of  Govern- 
ment have  bijf  a  single  people,  and  a  single  language  to  deal  with.  In  all  the 
other  administrations  great  evil  results  from  the  constant  transfer  of  both 
executive  and  judicial  officei*s  from  countries  which  they  know,  to  countries  of 
the  language  and  people  of  which  they  are  wholly  ignorant.  There  is  a  very 
marked  inferiority  in  the  Lower  Provinces  in  respect  of  familiar  knowledge  of 
the  language  of  the  people,  and  this  I,  in  great  degree,  attribute  to  the  common 
use  of  Hindostanee,  fostered  by  the  service  of  so  many  officers  in  Behar.  We 
have  seen  in  Orissa  how  much  evil  resulted  from  the  transfer  of  an  active  officer 
from  Behar  to  serve  among  a  people'  whom  he  did  not  understand,  and  against 
whom  he  conceived  a  prejudice.  As  respects  Orissa  and  Assam,  I  understand 
that  the  lunguage  of  both  those  Provinces  approaches  much  more  nearly  to 
Bengalee  than  to  any  other ;  and  by  judiciously  localising  officers  as  &r  as 
possible,  the  whole  country  from  Pooree  to  Debrogurh  may  probably  be  admin- 
istered without  very  great  difficulty  in  regard  to  language  and  oth^r  local 
peculiarities.  It  is  in  Behar  only  that  there  is  an  entire  difference  of  language, 
manners,  and  ideas,  and  Bengal  might  probably  be  more  efficiently  administered 
if  Behar  were  not  attached  to  it.  • 

20.  The  consideration  which  might  most  cause  doubt  as  to  the  feasibility  of 
such  a  transfer  as  I  have  suggested  is,  that  Gude  must  almost  inevitably  be 
eventually  united  to  the  North- West  Provinces,  and  the  whole  might  then  seem 
too  large  for  one  Government.  The  Meerut  division,  which  is  nearer  to  Lahore 
than  to  Allahabad,  and  many  of  the  people  of  which  are  allied  to  the  Punjabees» 
might,  however,  possibly  be  transferred  to  the  Punjab,  as  was  at  one  time  pro- 
posed by  Lord  Canning,  though  there  are  no  doubt  some  objections  to  that 
arrangement.  On  the  whole,  I  should  think  that  the  union  of  the  country  from 
Agra  to  Patna  in  one  great  Government  of  **  Hindostan,"  would  be  the  best 
arrangement— leaving  to  Bengal,  Bengal  Proper  and  the  cognate  Provinces. 

21.  By  such  re-arrangement  as  I  have  proposed  I  would  make  the  superior 
administration  of  the  Lower  Provinces  under  the  Governor  somewhat  as  follows, 
including  Behar  in  my  calculation  for  the  present : — 
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Office  : 


1  Deputy  Governor,  or  Chief  Secrettry       -        -  -  • 

2  Superintendents  of  departments  or  Secretaries  each  Bs.  48^000, 
1  Commiflflioner  of  Behar    -        -        -        -        -  -  "j 

1            „            of  Northern  Bengal    -        -        -  -  I  each 

1  „  of  Eastern  Beng^       -        -        -  -  )     Bs. 

1            „            ofWeslem  Bengal  and  Orissa     -  -  42,000 

1  „  of  Assam,  and  the  Eastern  Frontier  -  J 

1            „            of  the  South-Westem  Frontier     -  -  - 

1  Superintendent  of  the  Opium  Beyenue      .        •  •  -. 


1 


Total    - 


To  meet  this  expense  there  would  be  a  saving  of: — 

1  Secretary  to  Government  -------- 

2  Members,  Board  of  Revenue     ------- 

1  Legal  Remembrancer       ------.- 

8  Commissioners  at  38,000  -------- 

2  „  1*33,000 

2  Opium  Superintendents  about  ---«--. 

Bs. 


Annual  Salary. 

Bs. 

60,000 
96,000 


2,10/)00 


36,000 
36,000 


4,38,000 


36,000 
96,000 
30,000 
3,04,000 
66,000 
78,000 


6,08,000 


22.  There  would  thus  be  on  the  higher  appointments  a  net  gain  of  1,70.000 
rupees,  which  would  a  good  deal  more  than  suffice  to  cov(?r  the  cost  of  raising  say 
25  district  officers  from  23,000  rupees  to  28,000  rupees  ;  thus  leaTing  any  saving 
by  reductions  of  the  inferior  districts  to  go  towards  the  improvement  of  the 
subordinate  establishments.     So  far  there  would  be  no  financial  loss  whatever. 

23.  After  all,  the  main  reliance  must  be  on  an  effective  administration  of 
districts.  For  reasons  which  I  shall  presently  detail,  the  position  of  the  magis- 
trate and  collector  in  Bengal  is  much  inferior,  in  point  of  influence,  knowledge^ 
and  executive  power,  to  that  of  the  same  class  of  officers  in  any  other  part  of 
India.  The  effect  of  the  present  arrangement  in  regard  to  the  police,  is  to  leave 
him  without  any  executive  establishment  under  his  control,  and  to  transfer  all 
the  semblance  of  power  and  dignity,  and  much  real  power,  to  the  officers  of 
police,  not  personally  subordinate  to  him. 

To  give  to  the  magistrate  and  collector  his  proper  position,  as  combining  in 
one  hand  all  the  executive  authority  of  the  Government,  after  the  manner  which 
succeeds  with  an  Oriental  people,  it  seems  to  be  necessary  that  the  separate  exist* 
.  ence  of  the  police  force  should  be  put  an  end  to,  by  making  the  superintendent 
of  police  an  assistant  to  the  magistrate,  and  the  whole  force  subordinate  to  him ; 
and  that  the  system  of  sub-divisions,  already  pa/tially  introduced  into  Bengal, 
should  be  fully  carried  out  by  providing  for  each  considerable  portion  of  a  district, 
an  officer  who  may  supply  the  place  of  the  Tehseeldars  of  other  parts  of  India,  and 
an  executive  establishment. 

In  that  case,  many  of  the  smaller  districts  might,  I  think,  be  merged,  and  the 
total  number  reduced.  The  reduction  in  the  number  of  magistrates  and  collectors 
would  not  only  directly  make  it  easy  to  raise  their  position  and  emoluments,  but 
would  also  cause  much  saving  in  respect  to  establishments.  The  cost  of  the  dis« 
trict  officers  of  police  is  especially  disproportionate  to  the  importance  of  their 
charge  in  small  districts,  and  much  would  be  gained  by  these  reductions  towards 
the  cost  of  sub-divisions. 

The  magistrate  of  a  large. district  would  be  put  on  a  par  with  the  Judge ;  there 
would  no  longer  be  promotion  from  one  to  the  other ;  from  that  point  at  least, 
a  civil  servant  would  choose  one  department  or  the  other,  and  having  chosen,  it 
might  be  expected  that  he  would  remain  in  charge  of  a  district  for  a  number  of 
years. 

24.  Under  such  a  re-arrangement,  the  executive  district  officer  combining  in 
his  own  hands  all  authority  and  information,  would,  according  to  my  scheme, 
be  subordinate  to  a  Commissioner  of  high  standing  and  position,  who  would 
himself  be  in  immediate  and  constant  personal  communication  with  the 
Government* 

o.8i.  C4 


Digitized  by 


25.  The 

Google 


114  PAPERS  RELATIVE  TO  THE 

26.  The  main  feature  M-hich  distinguishes  the  Bengal  system  from  that  of 
other  parts  of  India  is  the  excessive  preponderance  of  the  judicial  and  the  com- 
parative weakness  of  the  executive  power.  Personal  power  and  influence  are, 
in  fact,  lost  in  the  working  of  a  great  judicial  machinery,  while  it  cannot  be  said 
that  our  judicial  system  is  so  successful  as  to  form  an  efficient  substitute  for  the 
power  by  which  orientals  have  been  in  ail  ages  governed.  Not  only  is  it  patent 
that  the  union  of  the  offices  has  not  rendered  the  magistrate  and  collector  in 
Bengal  sufficiently  powerful  and  efficient  in  his  executive  capacity,  but  the 
question  which  I  am  discussing  assumes  a  very  greatly  enlarged  importance  from 
the  fact  that  in  most,  if  not  all,  parts  of  India,  the  tendency  of  many  recent 
changes  has  rather  been  in  some  degree  to  assimilate  other  provinces  to  the  con- 
dition of  Bengal ;  that  is  to  say,  to  the  condition  in  which  the  judicial  becomes 
more  important  than  the  executive  function.  I  have  no  hesitation  in  saying  that 
1  do  not  think  that  the  more  vigorous  races  of  the  Punjab  could  be  safely  governed 
as  Bengal  is  now  governed.  If  I  am  right  in  my  belief,  the  subject  is  one  wiiich 
involves  the  whole  success  of  our  administration.  The  weaknesses  of  Bengal 
may  be  said  to  be  those  with  which  other  provinces  are  threatened^  and  in  those 
provinces  political  danger  must  attend  administrative  weakness. 

The  executive  officers  of  districts  have  always,  and  in  all  parts  of  the  country, 
to  some  extent  combined  in  their  own  persons  executive  and  judicial  functions. 
As  magistrates  they  are  criminal  judges  of  many  considerable  cases,  and  as 
collectors  they  are  revenue  judges.  In  this  combine  I  character  they  have  been 
materially  affected  by  recent  changes  of  the  law.  There  is,  I  think,  much  error 
in  the  apprehensions  entertained  by  many  officers  regarding  the  working  of  the 
new  codes.  Vigour  is  by  no  means  in  all  respect  inconsistent  with  a  regard  for  law ; 
and  the  Indian  codes  are,  for  the  most  part,  framed  on  modem  and  liberal  prin- 
ciples, with  little  regard  to  the  technicalities  of  a  past  age  ;  but  to  those  as  yet 
imperfecily  acquainted  with  the  law  it  has  terrors,  and  in  India  even  the  Govern- 
ment has  been  sometimes* timid  in  matters  of  law  to  a  degree  seldom  seen  either 
in  countries  despotically  governed,  or  in  thoi>e  in  which  the  constituted  authorities 
wield  the  powers  delegated  to  them  by  free  institutions.  The  laws  and  rnles  of 
procedure  especially  affect  officers  burdened  with  various  duties.  All  rules  which 
require  judicial  punctuality  of  time  and  place  must  interfere  with  the  executive 
freedom  of  officers  so  situated.  Moreover,  as  judicial  facilities  are  provided, 
there  is  a  constant  tendency  to  increase  of  litigation,  not  least  among  those 
vigorous  races  who  have  hitherto  freely  indulged  in  contests  of  physical  force, 
now  suppressed  by  the  strong  arm  of  British  rule.  They  are  very  prone  to 
transfer  their  arena  to  the  courts.  The  consequence  of  all  this  is,  not  only  to 
exalt  the  courts,  but  also  that  wherever  executive  and  judicial  functions  are 
united  in  the  same  officers,  the  latter  duties  are  increasing  and  clashing  with  the 
former.  Complaints  become  more  and  more  frequent  on  the  part  of  supervising 
officers  in  either  department.  The  superior  executive  officers  are  met  by  the  de- 
claration that  judicial  functions  render  impossible  the  personal  activity  and 
attention  which  they  desire,  while  judicial  duties  are  too  often  neglected  or 
slurred  over  on  the  plea  of  executive  functions.  In  fact,  both  suffer  in  an  exces- 
sive degree.  The  time,  then,  seems  to  have  come  when,  not  only  as  a  Bengal 
question,  but  as  one  affecting  several  Indian  administrations,  it  is  absolutely 
necessary  to  consider  whether  the  two  functions  may  not  be  re-distributed  in  a 
manner  which  will  conduce  to  the  efficiency  of  both. 

26.  The  machinery  at  the  disposal  of  the  district  officers  in  Bengal  proved, 
during  the  famine  to  be  deficient  as  regards  both  the  means  of  obtaining  in- 
formation, and  the  power  of  dealing  with  the  people.  To  some  degree  the  weak- 
ness had  been  long  felt,  and  there  w  as  a  desire  to  assimilate,  as  far  as  might  be, 
the  Bengal  system  to  that  of  the  other  provinces  of  British  India.  The  result 
was  the  union,  a  few  years  ago,  of  the  offices  of  magistrate  and  collector,  pre- 
viously separate — a  measure  by  which  it  was  hoped  to  unite  the  executive  power 
of  each  district  in  one  strong  hand.  This  change,  iiowever,  has  been  attended 
with  very  indifferent  success,  and  at  this  moment  the  balance  of  opinion  among 
the  local  officers  is  probably  in  favour  of  a  separation  of  the  offices  so  united. 

27.  Nothing  could  have  been  more  unreasonable  than  the  arrangement  of 
offices  and  salaries  in  Bengal  which  preceded  that  now  adopted.  The  offices  of 
magistrate  and  collector  were  separate,  and  the  salaries  were  in  the  inverse  pro- 
portion in  the  importance  of  the  duties.  'ITie  magistrate  was  the  representative  of 
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the  executive  power,  and  governed  the  country  with  the  aid  of  a  numerous  police 
force  subjf'ct  to  his  absolute  control ;  but  the  magistrates  received  comparatively 
small  salaries.  The  salary  was  900  rupees  per  mensem^  and  very  many,  it  may 
perhaps  almost  be  said  most^  of  the  actual  incumbents  were  acting  officers  re« 
ceiving  smaller  salaries,  and  were  generally  very  young  men  emerging  for  the  first 
time  into  an  independent  charge.  Whenever  promotion  was  rapid,  they  well  de- 
served the  name  of  "  Boy  Magistrates  "  popularly  bestowed  on  them.  In  such 
young  and  inexperienced  hands  the  Administration  could  not  have  weight. 

On  the  other  hand,  the  office  of  the  Bengal  collector  was  then  the  cushion  of 
the  incapable.  Under  the  permanent  settlement,  and  the  system  by  which  it 
was  worked,  the  collector  whs  more  a  tax  gatherer  than  an  administrator.  He  had 
and  has  no  discretion  in  regard  to  collections,  but  simply  sells  according  to  fixed 
rules  if  the  money  does  not  come  in.  He  looked  after  the  details  of  the  Treasury, 
and  performed  other  duties  of  a  routine  and  mechanical  character.  His  judicial 
duties  in  respect  of  suits  for  rent  were  of  a  summary  and  unimportant  descrip- 
tion. All  the  serious  litigation  regarding  the  land  was  in  the  civil  courts,  yet 
the  collector  received  more  than  double  the  salary  of  the  .magistrate,  the  real 
remesentative  of  the  governing  power. 

The  efiect  of  the  union  of  the  offices  was  to  give  the  higher  salary  to  the 
officer  in  charge  of  the  district,  and  to  make  the  combined  office  one  of  higher 
standing  and  position  in  the  service.  But  in  truth  the  magistrate,  in  becoming 
also  coUector,  gained  little  of  the  power  and  influence  which  attaches  to  the 
latter  office  in  other  provinces ;  and  two  important  changes,  which  occurred 
about  the  same  time,  have  very  materially  altered  his  position  in  both  capa- 
cities, and  have  greatly  enlarged  his  judicial  functions,  and  diminished  his 
executive  power. 

28.  Under  the  old  system  the  police  appointed  by,  and  wholly  subordinate  to 
the  magistrate,  were  something  more  than  mere  thief-takers.  They  were  the 
executive  establishment  of  the  district ;  and,  in  the  absence  of  the  revenue 
establishments  at  the  disposal  of  the  magistrate  and  collector  of  other  parts  of 
India,  the  Bengal  police  were  employed  by  the  magistrate  in  many  ways. 
Without  efficient  superintendence,  and  among  a  people  little  capable  of  holding 
their  own  against  oppression,  there  were  no  doubt  many  serious  abuses  which  the 
new  police  system  was  designed  to  remedy.  As  that  system  was  arranged,  the 
first  effect  was  wholly  to  deprive  the  magistrate  of  his  executive  establishments, 
and  to  put  in  their  place  a  body  neither  appointed  nor  promoted  by  him,  and  in 
no  way  personally  subordinate  to  him,  though,  as  a  body,  subject  to  him  for  the 
performance  of  certain  police  duties  stricdy  defined  by  law.  The  magistrate 
thenceforward  occupied  a  very  different  position.  His  principal  function  is  to 
try,  judicially,  cases  sent  up  by  the  police,  after  the  manner  of  a  Bow-street 
magistrate ;  and  even  when  he  derives  efficient  assistance  from  the  officers  of 
police,  he  has  not  the  same  confidence  in  men  whom  he  knows  little  personally 
that  he  would  have  had  in  his  own  establishment.  There  could  be  no  more 
favourable  instance  of  the  new  system  than  in  the  Pooree  district,  when  the 
police  was  under  Mr.  Lacey,  working  in  hearty  co-operation  with  Mr.  Barlow. 
Yet  we  find  Mr.  Barlow  repeatedly  saying :  "  The  accounts  received  from 
the  police  are  bad  if  you  believe  them;*'  and  throughout  the  early  part  of  the 
fiEimine  the  great  cause  of  his  reticence  seems  to  have  been  a  lingering  doubt 
about  the  facts  which  he  had  not  seen  with  his  own  eyes.  The  executive 
power  of  the  district  is  now,  in  a  great  degree,  the  superintendent  of  police,  not 
the  magistrate. 

20.  The  judicial  functions  of  the  collector  have  been  wholly  altered,  and 
greatly  raised  in  importance.  Th^  collectors  and  deputy  collectors  no  longer 
exercise  a  mere  summary  jurisdiction.  They  are  now,  in  fact,  civil  courts  for 
the  regular  trial  of  the  great  majority  of  cases  connected  with  the  land.  Almost 
the  whole  of  the  questions  affecting  the  relative  rights  of  superior  and  inferior 
holders,  to  which  regent  events  have  given  such  importance,  are  tried  by 
them.  • 

30.  While  thus  the  executive  power  and  means  of  the  magistrate  and  collector 
have  been  diminished,  and  his  judicial  functions  have  been  increased,  there  has 
also  been  a  tendency  to  cast  on  him  many  petty  duties,  for  the  performance  of 
which  he  has  no  adequate  machinery.    As  collector,  new  systems  of  settlement 

0.8 1.  D  and 


Digitized  by 


Google 


26  PAPERS  RELATIVE  TO  THE 

and  excise,  new  taxation  of  incomes  and  trades,  and  other  changes,  have  im*^ 
f)osed  on  bim  much  detail;  and  as  magistrate,  he  is  now  a  kind  of  servant  of  all 
work,  on  whom  is  thrown  everything  too  petty  or  too  troublesome  for  any  other 
department. 

The  original  scheme  of  Indian  administration  was  to  throw  all  functions  on 
one  man,  who  also  had  all  power,  and  was  assisted  by  large  establishments. 
Subsequently,  special  departments  were  created,  by  which  this  district  func- 
tionary was  relieved  of  many  things  which  overtaxed  him;  for  instance,  the 
departments  of  public  works,  of  education,  of  the  post-office,  lightened  his 
labours.  But  of  late  years  it  seems  as  if  the  special  departments  had  outgrown 
iheir  powers  and  their  position,  and  instead  of  being  aids  to  the  district  officer, 
there  is  a  kind  of  reaction  under  which  he  is  expected  to  aid  them.  Instead  of 
being,  as  of  old,  the  dignified  administrator  under  whom  all  work,  he  is  as  I  have 
said,  the  senant  of  all  work,  on  whom  anything  may  be  thrown.  The  special 
departments  are  administered  by  officers  in  immediate  communication  with  the 
head  of  the  Government,  and  at  their  instance,  petty  repairs  and  petty  works  of 
the  public  works  department,  the  laying  of  relays  for  travellers  of  the  post- 
office  department,  and  many  other  such  matters,  are  thrown  off  upon  the  unfor- 
tunate magistrate.  He  has  also  under  his  control  the  expenditure  of  the  local 
funds,  and  there  is  no  more  perplexing  question,  or  one  at  present  in  a  mon 
unsatisfactory  state,  tlian  the  management  of  local  works — roads,  bridges,  and 
other  works  too  petty  to  employ  professional  European  officers,  but  which  in 
the  aggregate  are  of  great  importance,  and  involve  the  expenditure  of  large 
sums  of  money,  much  of  which  is  too  frequently  wasted.  In  provinces  where 
the  magistrate  and  collector  has  large  revenue  establishments,  his  various  dutres 
may  in  some  sort  be  performed  ;  but  in  Bengal,  where  he  has  no  establishment 
whatever,  it  is  simply  impossible  that  he  should  perform  them  with  any  sem- 
blance of  efficiency.  He  has  a  constant  show  of  petty  business  ever  occupying 
him,  and  no  means  of  doing  it.  The  very  important  judicial  functions  which  he 
ought  to  perform  are  too  frequently  neglected,  with  very  unsatisfactory  results  in 
the  executive  department. 

81.  To  all  this  it  may  be  added,  tliat  the  mutiny  and  other  causes  have  ren- 
dered promotion  in  the  civil  f^ervice  abnormally  rapid  during  the  last  ten  years ; 
there  has  been  little  room  for  selection,  and  the  new  magistrates  and  collectors 
have  not  been  generally  men  of  the  standing  and  experience  which  was  probably 
expected  by  the  framtirs  of  the  reformed  scheme.  Still  less  have  they  remained 
in  their  appointments  long  enough  to  acquire  sufficient  local  knowledge.  The 
frequent  changes  of  late  years  are  an  evil  of  the  very  greatest  magnitude.  It 
may  be  said  that  the  tenure  of  office  has  been  most  frequently  measured  by 
months  or  weeks  rather  than  by  years. 

32.  In  former  days  the  executive  functionaries  of  the  iSrit'sh  Government  in 
some  degrefe  conformed  lo  Oriental  manners.  They  appeared  with  something 
of  eastern  pomp  and  show.  Now  the  other  extreme  of  excessive  simplicity  and 
absence  c^f  show  is  universal.  There  is  probably  no  country  in  the  world  in 
which  high  functionaries  are  so  entirely  without  external  symbols  as  in  Bengal. 
I  think  that  economy  in  reducing  personal  establishments  has  been  carried 
somewhat  too  far.  And  now  that  the  police  have  ceased  to  be  the  followers  of 
the  magistrate,  there  is  scarcely  the  means  of  affording  any  personal  attendance 
whatever  to  the  higher  officers  when  they  go  about  their  districts  on  official 
duty.  The  whole  of  the  appearance  and  symbols  of  power  are,  as  has  been  said, 
transferred  to  the  officers  of  police;  and  the  magistrates,  who  among  an  alien 
people  maintain  no  unnecessary  private  establishments,  appear  abroad  as  plain^ 
unpretending  men,  who  go  to  their  offices  like  clerks.  These  uiuch-burthened, 
constantly  changing  officers,  always  liable  to  prosecution  and  personal  liabiUty, 
have  little  real  power  over  the  fortunes  of  rich  and  influential  men,  and  the 
substance  does  not  supply  that  influence  which  is  not  gained  by  any  appeal  to 
the  imagination. 

33.  Partly  to  the  want  of  influence  in  the  representatives  of  the  Government, 
partly  to  the  progress  of  education  and  self-assertion,  and  partly  to  the  habits 
and  character  of  the  people,  U)ust  be  ascribed  the  want  of  easy  and  familiar 
intercourse  between  the  European  officers  and  the  higher  classes  of  natives, 
which  is  a  marked  feature  in  the  Lower  Provinces,  and  a  thing  very  especially 
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to  be  lamented.  On  the  Aflfghan  frontier,  freedom  of  intercourse  is  almost  carried 
to  excess;  in  the  Punjab  it  is  most  satisfactory,  and  1  think  just  what  it  ought 
to  be  ;  in  the  North- West  Provinces  it  was  (I  am  not  sure  that  it  always  now  is) 
very  considerable;  in  many  districts  of  Bengal  it  seems  to  me  to  be  reduced 
10  a  minimum.  I  could  much  wish  that  more  influeutial  district  officers,  of  a 
somewhat  higher  position,  could  exercise  more  social  as  well  as  more  official 
authority.  That  with  progress  and  civilization  our  intercourse  with,  and  influ- 
ence over,  the  people  should  diminish,  must  be  a  matter  of  much  regret,  and 
give  rise  to  many  reflections.  The  fact  seems  to  be,  that  in  Bengal  the  higher 
classes  have  learned  too  much  to  be  willing  to  associate  witli  their  rulers  on  the 
old  footing  of  inferiority,  and  not  enough  to  induce  real  social  intercourse  on  a 
footing  of  equality. 

34.  It  may  seem  invidious  that  I  should  say  more  against  the  new  police 
system  than  po'mt  out  the  ill  effiect  of  a  division  of  authority,  seeing  how  well 
the  police  officers  in  several  districts  acquitted  themselves  on  the  occasion  of 
the  famine;  but  the  question  of  the  relation  of  the  police  to  the  magistrates 
is  one  of  so  vital  an  importance,  and  so  much  afieets  the  whole  character  of  the 
administration,  that  I  feel  bound  to  mention  my  belief  that  our  history  of  the 
£amiiie  exhibits  the  police  system  in  a  light  somewhat  more  favourable  than 
might  be  obtained  from  taking  again  an  equal  number  of  districts.  I  am  inclined 
to  think  that  there  are  at  least  as  many  districts  of  \%hich,  in  this  respect, 
Cnttack  may  be  taken  as  the  type,  as  of  those  which  are  officered  as  were  Pooree 
and  Balasore.  The  impression  is  very  general  that  the  appointments  in  the 
Bengal  police  were  somewhat  hastily  filled.  It  is  certain  that  many  of  the  Euro- 
pean  officers  have  no  sufficient  acquaintance  with  the  language  of  the  people 
among  whom  they  are  employed ;  some,  I  believe,  have  no  acquaintance  with  it 
whatever.  I  was  a  member  of  the  Board  of  Examiners  (althoi^h  I  took  no  active 
part  in  the  proceedings)  when  that  body  represented  to  the  Lieutenant-Governor 
the  failure  of  the  officers  of  police  to  pass  the  prescribed  tests;  and  although  instruc- 
tions were  then  issued  requiring  the  junior  officers  to  qualify  in  future,  I  desire  to ' 
take  this  opportunity  of  stating  that,  in  my  opinion,  the  Government  of  Bengal 
adopted  a  course  very  much  to  be  regretted,  when  at  the  same  time,  on  tlie  mere 
recommendation  of  Lieutenant-Colonel  Pughe,  Ins|)ector-General  of  Police,  it 
exempted  from  examination  a  large  number  of  the  least  qualified  officers,  and 
permitted  them  to  be  placed  in  the  highest  posts  without  |he  necessary  qualifica- 
tions. My  impression  is  that  the  officer  in  charge  of  the  Cuttack  Police  at  the 
commencement  of  the  famine  was  one  of  tliose  exempted  officers  (although  I 
cannot  speak  exactly  on  this  last  point),  and  he  vowed  himself  wholly  ignorant 
of  the  language  of  the  people  of  his  district.  I  admit  the  difficulty  of  suddenly 
organizing  a  service  of  officers  really  competent  f  )r  such  duties,  but  1  think 
that  the  difficulty  is  an  argument  against  the  system  of  rendering  the  police  in 
any  sense  independent  of  the  magistrate. 

35.  I  have  said  that  the  judicial  system  is  far  from  being  so  perfect  as  to 
compensate  for  the  deficiencies  of  the  executive  machinery.  Of  all  judicial  evils 
the  greatest  is  that  almost  incredulous  anomaly  the  arrangement  under  which,  in 
the  department  of  civil  justice,  a  man  after  long  service  in  other  departments 
is  eventually  made  a  civil  judge,  and,  as  such,  the  chief  and  sole  judge  of  appeal 
over  a  large  class  of  inferior  tribunals,  without  having  ever  tried  a  civil  case,  or 
having  had  any  opportunity  whatever  of  acquiring  any  knowledge  of  civil  law. 
Just  when  he  is  becoming  efficient  and  experienced  as  a  magistrate  and  collector, 
he  is  promoted  to  be  an  extremely  bad  judge. 

The  problem  which  it  is  now  desired  to  solve  is,  how  the  position  and  infi^uence 
of  the  Executive  officers  may  best  be  raised,  and  if,  by  a  re-arrangement  of 
offices,  soniething  may  be  done  to  remedy  judicial  defects  also,  there  will  be  great 
additional  gain. 

36.  A  Strong  feeling  is  entertained  by  the  officers  best  qualified  to  judge,  that 
under  tlie  peculiar  circumstances  of  Bengal,  the  recent  imposition  on  the  collectors 
and  deputy  collectors  of  important  judicial  functions  hitherto  pertaining  to  the 
civil  courts  is  a  mistake.  The  object  of  the  arrangement  is  obvious  in  provinces 
where  the  collector  is  the  great  administrator  of  landed  affairs,  the  registrar  of 
landed  rights,  and  possessed  of  a  special  knowledge  of  all  matters  connected  with 
the  land.     But  in   Bengal,  where  he  has  no  such  functions,    no  such  special 
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knov^ledge^  and  (most  important  of  all^  none  of  the  means  of  reference  to  official 
records  which  elsewhere  so  facilitate  tne  settlement  of  disputes,  it  is  said  that  the 
transfer  of  judicial  functions  is  only  to  take  cases  from  courts  possessed  of  some 
qualifications^  and  accustomed  to  deal  with  them,  in  order  to  make  them  over  to 
new  and  untried  courts  hastily  extemporised.  The  collector  can  be  little  more 
than  a  court  of  appeal  from  the  deputy  collectors,  and  the  deputy  collectors 
appointed  without  tests  or  checks,  are  decidedly  inferior  to  the  Moonsiffs  of  the 
regular  courts. 

37.  I  would  not  recommend  any  complete  separation  of  the  executive  and 
judicial  services.  In  every  department  of  the  civil  service  a  certain  knowledge 
of  law  must  always  be  useful^  and  indeed  necessary ;  and  strangers  as  we  are  to 
the  country,  an  officer  will  seldom  be  efficient  in  either  department  vrithout  some 
experience  of  the  other.  A  man  is  not  always  in  early  youth  a  sure  judge  of  his 
proclivities  and  capacities,  and  a  far  better  selection  may  generally  be  made  after 
a  few  years'  practical  experience.  I  cannot,  however,  but  think  that  the  re- 
arrangement which  I  have  proposed  in  regard  to  the  offices  of  magistrate  and 
collector  and  of  judge,  would  be  a  very  simple  and  obvious  reform,  which  may 
with  great  ease  be  made  in  both  divisions  of  the  Bengal  Presidency,  and  against 
which  I  can  imagine  no  single  argumeut  whatever.  All  that  is  required,  is  to 
make  the  two  omces  of  about  equal  salary ,'or  so  nearly  equal,  that,  all  things  con- 
sidered, the  advantages  would  be  about  equal ;  so  that  at  this  point.at  least,  a 
man  must  choose  one  department  or  the  other,  instead  of  almost  necessarily  in  the 
course  of  promotion,  filling  first  one  of  these  offices,  and  then  the  other.  This 
would  at  once  very  greatly  increase  the  permanency  of  the  tenure  of  either  office 
and  give  room  for  the  acquisition  of  local  knowledge  and  influence  in  one  depart- 
ment, and  of  law  in  the  other.  The  advantage  seems  so  evident  that  I  am  wholly 
at  a  loss  to  account  for  the  long  continuance  of  the  Bengal  system.  I  beg  very 
strongly  to  recommend  its  alteration  to  that  of  the  working  of  which  there  is 
already  ample  experience  in  the  other  Presidencies.  Already  in  the  Small  Cause 
Courts,  a  beginning  has  been  made  towards  giving  opportunities  of  judicial  expe- 
rience to  those  of  the  younger  civilians  who  show  judicial  aptitudes.  I  trust 
that  much  more  will  be  done  in  that  direction,  and  that  any  time  after  two  or 
three  years*  service  it  may  be  possible  to  make  choice  of  one  or  other  department. 
At  any  rate,  it  will  be  a  very  great  thing  that  a  man  should  enter  on  the  higher 
judicial  functions  in  the  full  vigour  of  his  powers,  and  when  he  has  still  before 
him  a  long  career  of^  service,  rather  than  that  he  should  attain  such  a  position 
without  any  previous  experience  towards  the  close  of  his  career,  as  has  been  too 
often  the  case.  The  abnormal  promotion  of  late  years,  while  it  has  rendered 
the  magistrate  and  collectors  too  young  and  inexperienced,  and  fer  too  little 
permanent,  has  had  the  advantage  of  bringing  men  on  the  bench  at  a  younger 
age  than  formerly;  but  still  the  number  of  men  legally  qualified  for  the 
High  Court  by  three  years'  service  as  a  judge  has  been  marvellously  small ; 
and  as  promotion  becomes  more  normal,  the  magistrates  and  collectors 
more  ripe,  judges  must,  under  the  present  system,  again  become  old.  All  this 
might,  1  think,  be  remedied  by  the  suggested  change.  Not  less  would  be  the 
advantage  of  a  prolonged  tenure  of  the  office  of  magistrate  and  collector.  We 
might  then  hope  to  have  men  of  the  ripe  experience,  and  of  something  of  the 
personal  influence  of  former  days.  Under  such  a  magistrate  the  superinten- 
dent of  police  and  the  whole  police  force  might  very  well  be  placed  as  I  have 
already  proposed. 

38.  Some  general  system  of  sub-dividing  districts  or  placing  officers  at  various 
points  in  the  interior,  is  absolutely  necessary  to  any  real  executive  efficiency, 
not  less  than  to  an  efficient  administration  of  the  criminal  law ;  and  that  being 
assumed,  I  have  already  suggested  that  the  number  of  executive  districts  may 
be  somewhat  diminished ;  I  i^ould  take  the  larger  districts  as  the  standard,  and 
would  reduce  those  which  are  smaller.  One  cause  of  the  junior  standing,  and 
frequent  changes  of  the  magistrate  and  collectors  is,  that  when  the  offices  were 
united,  a  good  many  inferior  districts  which  had  been  heretofore  considered  a 
sort  of  sub-districts  under  officers  of  an  inferior  grade,  were  recognized  as  regular 
districts,  while  for  these  districts  but  an  inferior  salary  was  provided,  and  the 
superior  second  in  command,  called  a  joint  magistrate  in  the  larger  districts, 
was  not  allowed.  These,  and  perhaps  some  oth("r  of  the  minor  districts  might 
be  absorbed,  their  head-quarters  being  the  stations  of  the  higher  sub-divisional 
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officers.  Such  arraDgemeots  being  made,  and  the  sub-divisions  being  efficiently 
officered,  the  magistrate  and  collector  might  be  relieved  of  most  of  the  judicial 
duty  which  at  present  he  really  seldom  performs,  and  he  would  then  be  held 
more  responsible  for  executive  duties,  and  for  those  of  supervision.  He  would 
still  have  the  powers  of  a  magistrate  to  use  when  occasion  may  require,  and  I 
would  still  leave  entirely  in  his  hands  the  distribution  of  magisterial  duty  among 
his  subordinates,  but  he  would  not  be  ordinarily  required  to  do  regular  judicial 
work.  It  would  rather  be  his  function  to  see  that  the  work  is  placed  in  fitting 
hands,  and  that  it  is  not  neglected.  To  a«magistrate  and  collector  so  situated  I 
would  allow  a  liberal  executive  establishment,  and  all  that  may  be  necessary  to 
his  dignity  as  the  representative  of  Government. 

39.  Under  such  an  arrangement  there  might  be  required  for  Bengal,  Behar* 
and  Orlssa,  about  25  magistrates  and  collectors,  and  25  judges.  The  former 
would  look  for  promotion  to  the  six  or  seven  superior  commissionerships  and 
secretaryships  which  would  be  substituted  for  the  Board  of  Revenue,  and  the 
present  commissioners;  the  latter  to  the  six  or  seven  civilian  judgeships  of  the 
High  Court.  From  a  certain  point  the  civil  service  would  thus  be  divided  into 
two  nearly  equal  parts  of  about  equal  numbers,  emoluments,  and  prospects.  In 
^very  grade  the  tenure  of  office  might  be  expected  to  be  very  greatly  prolonged. 

40.  The  establishment  of  an  efficient  sub-divisional  system  in  Bengal 
involves  questions  of  considerable  difficulty.  Much  stress  has  been  laid  in  the 
course  of  our  inquiries  on  the  absence  of  any  such  machinery  as  that  supplied 
by  the  Tehseeldars  and  Tehseeldaree  establishments  in  all  other  parts  of 
India.  In  those  comparatively  few  districts  of  Bengal  in  which  the  sub-divi- 
sional system  has  been  fully  established,  where  there  are  five  or  six  sub-divisions 
in  a  district,  the  sub-divisions  may  be  said  in  a  great  degree  to  correspond  to 
Tehseels.  The  functions,  too,  of  the  sub< divisional  officer  and  of  the  Tehseeldar 
are  ostensibly  to  a  great  extent  the  same.  Yet  there  is  still  a  great  difference  in, 
as  it  were,  the  spirit  of  the  two  systems,  due  to  their  widely-different  origin. 
The  two  classes  of  functionaries  have,  as  it  were,  met  at  a  common  point  coming 
from  opposite  directions.  The  Tehseeldar  was  originally  a  purely  executive  officer. 
The  name  being  translated  is  simply  *'  Collector."  The  primary  duty  was  the 
collection  of  the  revenue,  but  in  the  case  of  the  native  as  of  the  European 
collector,  that  function  is  but  a  small  part  of  his  whole  duty.  He  is,  in  countries 
where  the  Government  deals  directly  and  fully  with  the  landed  interests,  the 
administrator  of  his  sub-district  just  as  is  the  collector  in  his  larger  sphere. 
Gradually  the  Tehseeldar  has  been  invested  with  many  judicial  functions ;  he  has 
powers  for  the  decision  of  many  cases  connected  with  the  land  ;  and  he  is  now 
almost  always  a  subordinate  magistrate,  and  actively  employed  in  local  magis- 
terial duties.  He,  therefore,  so  far,  differs  very  little  from  a  dejjuty  magistrate 
and  collector.  But  there  is  this  very  essential  difference  between  the  Tehseeldar 
and  the  sub-divisional  officer  of  Bengal,  that  the  former  is  almost  always  a  native 
officer  of  great  experience,  and  much  local  knowledge  and  influence ;  he  has 
risen  through  all  grades  to,  as  it  were,  the  top  of  his  profession.  The  sub- 
divisional  officer,  on  the  other  hand,  is  generally  a  young  man  near  the  bottoms 
of  his  profession.  He  is  on  the  first  rounds  of  the  ladder  which  he  hopes  to 
climb.  His  position  and  his  qualifications  arc  much  more  judicial  than  execu- 
tive. He  seldom  remains  long  enough  to  acquire  great  local  knowledge  or 
influence.  The  Tehseeldar  has  under  him  a  large  establishment  nominall}'  for 
the  collection  of  the  revenue,  and  the  record  of  rights  in  the  land,  but  really 
available  for  all  executive  duties.  He  has  a  well-paid  deputy,  who  probal)ly 
hopes  some  day  to  succeecf  him,  several  inferior  officers,  and  a  considerable,  if 
not  large,  staff  of  jemadars  and  peons,  men  available  for  any  duty.  Then  he  has 
the  Canoongoes,  the  local  registrars  of  all  rights  in  the  land,  and  under  them  the 
Putwarees,  or  village  accountants,  who  are  now  in  fact  public  officers  bound  to 
record  all  changes  in  the  possession  of  the  land,  the  rights  and  liabilities  of  every 
cultivator,  and  the  payments  of  all  classes,  and  who  furnish  fcjr  public  record 
annual  papers  in  much  statistical  detail.  The  functions  of  the  Tehseeldar  bring 
him  much  into  contact  with  all  classes,  and  in  fact  give  liim  much  power.  A  good 
officer  of  the  class  is  felt  in  every  corner  of  his  district,  and  he  commands  much 
information  scarcely  accessible  to  European  officers.  He  may  be  said  to  be  the 
link  between  the  European  and  native  systems  of  administration.  He  has  been 
in  many  things  brought  up  to  a  European  standard,  and  in  many  respects  he 
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retains  the  character  and  the  peculiar  influence  of  a  native  administrator.  Tlie 
sub-divisional  officer  has  no  establishments  beyond  those  of  a  properly  judicial 
chardcter. 

It  is  certain  that  there  is  not  room  for  two  sets  of  officers,  for  sub-divisionai 
officers,  and  Tehseeldars  at  the  same  time.  We  must  rather  try  to  combine  the 
advantages  of  the  two  systems,  to  obtain  if  it  be  possible  the  education  and 
superior  and  judicial  qualifications  of  the  sub-divisional  officer,  tojjether  with 
the  local  knowledge  and  influence,  and  executive  power  of  the  Tehseeldars;  or  if 
these  cannot  be  wholly  united,  then  le^us  unite  as  much  as  we  can  of  the  advan- 
tages of  either  system. 

41.  In  Bengal  the  present  phase  of  education  seems  (thougfi  it  may  create 
surprise  to  say  so)  to  be  the  cause  of  much  difficulty.  In  Upper  India  there  is 
a  considerable  indigenous  education  of  a  character  which  is  at  least  sufficient  to 
turn  out  men  ready  with  the  pen,  and  very  shrewd  men  of  business,  in  numbers 
faUy  equal  to,  or  exceeding,  the  demand.  A  selection  can,  or  could,  always  be 
made,  and  very  capable  young  men  are  always  ready  to  enter  the  lower  grades. 
Sucli  men  will  think  themselves  fortunate  if,  after  20  years  of  good  service,  they 
attain  the  rank  and  position  of  a  Tehseeldar.  In  Bengal  the  native  education 
has  now  been  almost  entirely  discarded,  and  English  knowledge  is  indispensable 
to  all  considerable  offices.  The  spread  of  this  education  has  been  so  great  that 
it  might  have  been  hoped  that  it  would  have  met  all  requirements.  But  in 
practice  it  does  not  yet  seem  to  be  so.  Native  youths  educated  up  to  the  required 
standard  are  not  yet  willing  to  enter  the  public  service  in  those  subordinate 
situations  in  which  the  youth  of  all  other  countries  commence  an  official  career. 
They  expect  to  be  put  on  the  bench  at  once  as  magistrates,  or  to  obtain  similar 
dignified  employments ;  and  a  large  proportion  of  the  deputy  magistrates,  and 
deputy  collectors  recently  appointed  are,  I  believe,  young  native  graduates,  who 
have  had  no  practical  experience,  and  who  commence  with  no  knowledge  of 
the  aflFairs  of  the  people.  Young  mep  of  this  kind,  though  educated  to  a  high 
standard  in  the  modem  colleges,  and  possessed  of  many  qualifications,  neces- 
sarily want  some  native  qualifications  on  the  one  hand,  while  they  have  not 
an  energy  equal  to  that  of  Europeans  on  the  other.  At  present  the  best  sub- 
divi.^ional  officers  are,  I  believe,  undoubtedly  the  junior  members  of  the  cove- 
nanted service.  They  are,  however,  of  a  character  esseniially  different  from  the 
old  Tehseeldars. 

In  other  departments  also  there  is  evidence  Uiat  the  demand  for  educated 
native  talent  does  in  fact  still  exceed  the  stipply.  I  gather  that  it  has  not  been 
found  possible  to  keep  up  a  sufficient  supply  of  native  sub-assistant  surgeons. 
At  the  Bar  there  are  not  the  struggles  for  life  which  we  see  in  Europe.  Still  we 
must  hope  that  the  spread  of  education  still  continuing,  it  will  at  last  supply  all 
that  is  required.  And,  meantime,  I  should  think  that,  for  official  purposes,  it 
would  be  better  not  to  require  so  high  an  educational  standard  as  to  deprive 
ourselves  of  candidates  for  inferior  situations.  I  cannot  think  it  a  good  thing 
that  young  natives  should  commence  work  in  the  higher  grades  of  the  service. 
Jf  tljose  who  have  taken  the  highest  university  degrees  will  not  compete  for 
inferior  appointments,  these  might  be  opened  to  a  younger  and  less  highly 
educated,  but  still  acute  and  intelligent  class,  possessed  of  a  good  knowledge  of 
the  English  language,  on  the  understanding  that  good  service  in  the  lower  grades 
will  lead  to  promotion  to  those  of  higher  degree. 

4-2.  I  would  give  the  sub-divisional  officers  considerable  establishments  avail- 
able  for  executive  work,  for  statistical  inquiries,  for  the  construction  of  local 
roads  and  bridges,  for  surveys  and  partitions,  for  all  the  work  performed  by  the 
subordinates  of  Tehseeldar.  I  would  have  it  that  the  sub-divisional  officers  them- 
selves  should  be  as  now  partly  covenanted  civil  servants,  and  partly  native  officers. 
The  former  would  chiefly  be  stationed  in  sub- divisions  where  European  colonists 
or  European  commerce  are  found,  or  where  special  energy  is  required,  and  they 
would  be  assisted  by  selected  native  officers.  The  native  deputy  magistrates  and 
collectors  I  would  not  appoint  without  previous  training.  I  would  rather  try  to 
establish  a  sort  of  native  civil  service,  into  the  lower  grades  of  which  young  men 
should  enter  by  com})etition,  and  of  which  the  higher  grades  would  be  filled  by 
men  of  ripe  experience  and  knowledge.  To  carry  out  effectively  a  system  of  this 
kind,  it  would  be  necessary  that,  for  entrance  both  into  the  European  Civil  Service, 
and  into  the  native  service  in  India,  a  little  civil  engineering,  surveying,  and 
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such  like  practical  knowledge  shcHild  be  included  among  the  subjects  of  exami- 
nation. 

43.  In  places  where  there  is  a  large  amount  of  criminal  business,  a  magis- 
trate's court  should  no  doubt  sit  in  permanence,  and  the  officer  presiditig  must 
be  relieved  for  the  most  part  of  other  duties.  But  in  ordinary  rural  sub-divi- 
sions, I  think  that  the  judicial  functions  of  a  magistrate  should  remain  in  the 
hands  of  the  executive  officers,  the  police  also  being  made  more  distinctly  sub- 
ordinate to  them,  A  well-arranged  sub-division  will  always  be  such  that  an 
active  officer  can  reach  any  part  of  it  in  a  morning^s  ride,  and  by  a  little  arrange- 
ment executive  duties  may  be  performed  in  such  a  way  as  not  materially  to  inter- 
fere with  magisterial  functions.  I  believe,  however,  that  the  opinion  is  correct 
that  under  the  pesent  circumstances  of  Bengal,  the  proper  judicial  duties  now 
performed  by  deputy  collectors  and  collectors  may  with  advantage  be  transferred 
to  the  regular  judicial  tribunals,  which  are  by  judicial  knowledge  better  qualified 
to  deal  with  them.  In  other  provinces  the  present  system  is  by  far  the  best,  but 
not  in  Bengal.  By  this  transfer  the  sub-divisional  officers  and  the  magistrate  and 
collector  would  be  greatly  relieved,  and  rendered  much  more  available  for  exe- 
cutive and  criminal  work.  The  Small  Cause  Courts  have  taken  away*  much 
of  the  jurisdiction  of  the  local  courts  of  the  MoonsifTs,  and  in  some  places  have 
left  to  these  latter  little  but  land  cases.  Probably  the  MoonsifFs  are  now  in  a 
position  to  receive  a  good  deal  of  additional  business  without  a  large  addition  to 
their  number. 

44.  Any  attempt  to  settle  imd  record  at  once  all  the  rights  in  the  land  is 
Bengal,  would  be  at  present  attended  with  very  many  difficulties.  Eventually, 
I  do  not  doubt  that  this  must  be  done,  but  there  is  at  present  an  extremt^  waat 
of  any  adequate  machinery,  and  many  questions  would  be  raised,  which  it  may 
be  hoped  that  time  will  settle.  'Ihere  is,  however,  a  crying  necessity  for 
some  such  sytem  of  registration  in  agrarian  affairs  as  shall  suffice  to  establish 
the  authenticity  of  the  documents  of  every-day  use,  the  fact  of  payment,  and 
the  genuineness  of  receipts.  It  is  a  curious  fact  that  in  some  districts  a  large 
proportion  of  the  rent  suits  are  brought  to  enforce  an  undisputed  demand,  not 
because  the  tenant  cannot  or  will  not  pay,  but  because  he  relies  on  no  receipt  or 
evidence  of  payment  but  that  of  the  Court,  and  is  willing  to  .bear  the  expense 
of  a  suit  for  the  mere  security  of  paying  throug"h  the  Court.  It  may  be 
doubted  whether  the  ordinary  machinery  of  registration,  as  now  arranged,  will 
reach  petty  agrarian  transactions.  A  tenant  can  hardly  force  his  landlord  to 
go  through  the  process  of  a  formal  registration,  at  the  regular  Registration 
Office,  of  every  payment  made  on  account  of  rent,  and  already  it  has  been 
found  necessary  to  exempt  short  leases  from  the  registration  laws.  My  own 
opinion  is  that,  a  variety  of  rights  in  the  land  being  already  recognised  in  Bengal 
(perhaps  to  a  greater  extent  than  in  any  other  part  of  India)  official  accountants 
of  the  character  of  Canoongoes  and  Putwarees  should  be  re-established,  and 
that  by  them  all  petty  leases,  all  payments,  and  all  other  agrarian  transactions 
short  of  sale  and  mortgage,  should  be  recorded  and  attested.  The  same  machi- 
nery might  be  used  for  the  collection  of  the  statistics  which  are  so  greatly  wanted. 
I  cannot  but  think  that  the  expense  of  such  officers  might  fairly  be  made  a 
charge  on  the  land.  Probably  a  system  might  be  devised  for  uniting  the  agra- 
rian registration  with  the  general  registration  of  assurances  throughout  the 
country;  both  being  placed  under  the  executive  officers.  In  Orissa  it  seems 
to  me  that  the  settlement  under  Regulation  VII.  of  1832,  should  certainly  be 
worked  out  in  the  legitimate  manner  by  the  machinery  designed  for  it,  whatever 
is  done  in  other  parts  of  the  country.  The  Canoongoes  already  existing  should 
be  used,  and  the  Putwarees  should  be  restored,  and  employed  to  work  out  from 
year  to  year  the  record  of  rights  and  of  collections,  in  such  a  way  as  to  secure 
the  fullest  information  when  the  time  comes  for  another  settlement,  besides 
keeping  the  officers  of  (iovernment  informed  of  those  things  of  which  they  were 
so  ignorant  in  1865-66. 

45.  In  all  parts  of  the  country  the  ancient  duties  of  landholders  in  connection 
with  the  police,  and  with  many  other  matters,  should  be  enforced.  At  present 
they  are  practically  relieved  from  all  responsibility,  and  render  nothing  in  return 
for  the  benefits  conferred  en  them. 

46.  The  changes  which   I  have  proposed  in  the  district  machinery  of  Bengal 
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simply  amount  to  this,  that  in  my  opinion  the  permanently  settled  provinces 
must  be  provided  with  establishments  similar  to  those  which  have  alwavs  been 
found  necessary  in  provinces  not  permanently  settled.  It  must,  I  think,  be 
recognised  that  the  mere  fact  that  the  land  revenue  is  permanently  fixed  instead 
of  beng  liable  to  periodical  revision,  does  not  diminish  our  duty  towards  the 
people,  or  the  necessity  for  an  efficient  system  of  administration.  Whatever 
may  have  been  imagined  when  the  revenue  was  fixed  as  to  the  relief  of  Govern- 
ment from  the  details  of  administration,  still,  no  sufficient  provision  having  been 
made,  the  duty  must  be  undertaken  by  the  Government,  and  the  cost  must  be 
defrayed  from  some  public  source.  The  expense  of  a  complete  system  of  subdi* 
visions  in  Bengal  need  not  be  greater  than  that  of  the  establishments  maintained 
in  other  parts  of  India,  except  in  ^o  far  as  a  higher  standard  of  education  and 
qualification  render  more  expensive  all  modern  arrangements^  The  establish- 
ments have  already,  in  various  departments,  and  for  various  duties,  been  so  much 
increased  that  great  part  of  the  expense  has  been  already  incurred. 

From  a  statement  showing  the  number  of  officers  o(  various  grades  now  em- 
ployed in  the  Lower  Provinces,!  calculate  that,  supposing  the  number  of  districts 
to  be  in  future  equal  to  the  present  number  of  judicial  districts,  the  present  estab- 
lishments would  supply  for  each  district  about  six  subordinate  native  judges,  one 
first  class  covenanted  assistant  or  joint  magistrate,  three  or  four  covenanted  assist- 
ants, about  six  deputy  magistrates  and  collectors.  Supposing  seven  or  eight  sub- 
divisions to  be  established  in  each  district,  one  executive  officer  and  one  native 
judge  to  be  allowed  to  each,  with  a  proportion  of  officers  for  head-quarters 
and  for  special  work,  I  think  that  a  moderate  increase  to  the  number  of  officers 
would  suffice.  A  considerable  expense  would  necessarily  be  incurred  for  the 
subordinate  executive  establishments,,  but  still  the  amount  would  not  be  over- 
whelming. 

If  that  localisation  of  the  finances  of  India,  to  which  I  have  always  looked  as 
the  only  remedy  for  many  difficulties,  should  be  carried  into  practice,  the  required 
funds  might  be  provided  by  some  taxation  local  to  Bengal. 

47.  I  have  said  that  the  practice  of  appointing  to  deputy  magistracies  and  simi* 
lar  offices  young  native  graduates  without  practical  experience,  is  not  altogether 
satisfactory ;  but  a  good  many  uncovenanted  appointments  are  filled  in  a  way 
which  I  think  much  less  satisfactory,  viz.,  by  the  nomination  of  gentlemen  who  have 
been  subjected  to  no  educational  tests  whatever.  In  Bengal,  these  nominations 
are^enerally  made  from  two  classes,  either  deserving  head  clerks  are  promoted, 
or  European  gentlemen  are  nominated,  sons  of  officers  and  others  who  have  been 
unable  to  procure  appointments  for  them  in  England,  or  gentlemen  who  have  come 
to  India  in  some  other  profession,  and  have  so  little  succeeded  that  they  are  glad 
to  accept  such  Government  appointments. 

In  provinces  where  the  Tehseeldaree  system  prevaib,  the  Tehseeldars 
are  almost  always  natives,  and  the  relation  between  European  superiors  and 
native  subordinates  being  such  as  generally  to  exclude  any  temptations  to  the 
exercise  of  patronage,  the  promotion  of  native  officers  who  have  shown  prac- 
tical capacity  and  administrative  merit  is  a  good  system  with  which  I  would  not 
interfere  by  interposing  too  rigid  educational  tests.  But  the  promotion  of  men 
who  have  spent  their  lives  as  clerks  does  not  generally  work  well,  and  I  would 
draw  attention  to  the  mode  of  nominating  European  gentlemen  to  uncove- 
nanted appointments.  I  admit  that  instances  might  be  pointed  out  within  my 
own  experience,  and  that  of  others,  in  which  the  Government  has  obtained 
the '  services  of  gentlemen  of  very  special  qualifications,  and  much  practical 
abilitv,  who  could  not  have  passed  educational  tests,  and  who  have  yet  ren- 
dered invaluable  service.  But  no  system  can  be  perfect,  and  I  am  inclined  to 
think  that  there  are  many  instances  in  which  these  appointments  are  made  to  a  great 
degree  as  matters  of  patronage.  It  seems  as  if  patronage  driven  from  the  Indian 
service,  so  far  as  nominations  in  England  are  concerned,  might  still  find  a  resting 
place  in  India  in  the  growth  of  the  uncovenanted  service.  An  officer  of  position 
and  interest  in  India,  whose  son  is  unable  to  obtain  admittance  into  any  of  the 
Indian  services  by  competition,  may  yet  obtain  for  him  an  appointment  in  India. 
It  is  true  that  after  his  appointment  he  is  required  within  certain  periods  to  pass 
certain  departmental  tests,  but  it  is  a  very  different  thing  to  turn  a  man  out 
when  once  appointed  from  not  appointing  him,  and  the  prescribed  periods  are 
i'ery  elastic.     It  is  at  this  moment  the  fact  that  a  very  young  man  appointed  a 
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probationary  deputy  collector,  without  being  subjected  to  any  test  whatever 
exercises  judicial  powers  superior  to  those  of  a  covenanted  assistant,  who  has 
gained  his  appointment  by  passing  the  highest  competitive  tests  after  the  highest 
education  in  England.  The  Government  of  India  has  now  instituted  a  whole- 
some system  of  tests  for  young  military  officers  seeking  civil  employ,  but  as 
respects  the  ordinary  uncovenanted  appointments,  I  believe  that  the  matter  is 
still  left  to  be  regulated  by  each  local  administration.  I  would  strongly  recom- 
mend that  some  general  system  of  educational  tests  for  European  eandidales  to 
be  applied  prior  to  appointment  (probationary  or  otherwise)  should  be  prescribed 
by  the  Government  of  India,  and  that  no  such  candidate  should  be  appointed 
for  the  first  tinie  without  passing  the  test,  except  as  a  special  case,  when  the  local 
government  making  the  nomination  has  first,  on  special  grounds,  obtained  the 
sanction  of  the  Government  of  India.  The  advantages  and  importance  of  the 
uncovenanted  service  are  daily  increasing,  and  to  leave  in  it  too  much  scope  for 
patronage,  would  be  an  evil  of  great  magnitude.  Educational  and  linguistic  tests 
are  much  required  before  appointment  of  European  gentlemen  to  the  higher 
grades  of  the  police. 

48.  The  non-regulation  districts  of  the  eastern  and  western  frontiers  of  Ben- 
gal are  managed  on  a  different  system  from  those  of  the  regulation  provinces, 
the  same  oflScers  combining  executive  with  all  judicial  powers,  and  their  charges 
being  smaller  (in  point  of  population  and  revenue)  and  less  highly  paid.  My 
proposals  would  not  apply  to  these  districts  without  a  radical  change  of  system, 
and  to  take  up  that  question  would  involve  the  whole  non-regulation  system,  as 
existing  in  much  larger  and  more  important  provinces-  Any  recommendations 
on  that  subject,  would,  I  think,  be  more  appropriately  submitted  after  I  have 
bad  further  opportunity  in  the  administration  of  the  Central  Provinces,  of  ob- 
serving all  that  has  recently  been  done,  and  maturing  my  opinions.  I  shall 
therefore  not  at  present  touch  farther  on  the  non-regulation  portion  of  the  Bengal 
administration. 

49.  Before  concluding  this  branch  of  the  subject,  I  must  make  one  more  sug- 
gestion on  a  very  wide  subject,  which  I  approach  with  some  difficulty.  Frequent 
sdlusion  has  been  made  in  our  reports  to  the  weakness  and  timidity  caused  by 
the  fear  of  prosecution  for  their  acts,  which  seems  to  be  constantly  before  the 
eyes  of  the  executive  officers.  I  think  that  to  give  sufficient  nerve  and  energy 
to  the  administration,  the  officers  of  Government,  and  the  Government  itself, 
must  be,  more  than  they  now  are,  protected  against  private  prosecution.  It  is 
nof^o  much  the  actual  frequency  of  such  prosecutions  as  the  constant  sense  of 
liability  to  them,  that  seems  to  oppress  public  servants ;  men  of  little  private 
fortune,  and  who  have  no  private  interest  in  stretching  their  authority.  Even, 
in  free  England,  actions  against  the  Crown  are  not  to  this  day  avowedly  free, 
although,  in  practice,  the  consent  of  the  attorney-general  may  be  seldom  with- 
held. And  in  India  the  Government  necessarily  is,  and  long  must  be,  essentially 
despotic ;  our  system  must  be  adapted  to  despotic,  and  not  to  free  models.  In  no 
country  are  the  motives  of  public  officers  generally  more  pure,  and  in  no  country 
is  there  a  more  free  and  accessible  appeal  both  to  official  superiors  and  to  public 
opinion,  against  every  abuse,  or  alleged  abuse,  of  authority.  It  may  be  and  is 
desirable  that  in  certain  cases  official  acts  should  be  subjected  to  regular  judicial 
inquiry,  but  it  is  not,  I  think,  desirable  that  every  aggrieved  or  discontented 
person  should  have  it  in  his  power  to  harass  the  official  at  his  private  dis- 
cretion. 

60.  I  would  recommend  then  that  aU  actions  against  the  Government  for  its 
own  acts,  or  those  of  its  officers,  should  be  confined  to  a  special  court,  a  sort  of 
Court  of  Exchequer,  where  aggrieved  parties  should  proceed  by  petition  of  right, 
and  in  which  such  actions  should  proceed  only  on  a  certificate  of  the  head  of 
the  judicial  department  of  the  Government,  that  a  primd  Jade  reasonable 
ease  had  been  shown  ;  I  would  also  permit  actions  to  be  brought  against  any  in- 
dividual officer,  for  acts  done  in  his  official  capacity,  in  certain  local  superior 
courts,  on  the  production  of  a  similar  certificate,  and  in  that  case  only. 

Oeor^e  Campbell. 
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Report  of  the  Special  Committeb. 

Sir,  14  November  1867. 

We  have  carefully  considered  the  papers  which  you  have  laid  before  us,  and 
have  applied  ourselves  to  the  solution  of  the  questions  suggested  in  your  instruct 
tions. 

2.  On  approaching  the  subject,  it  appeared  that  the  reorganisation  of  the 
Government  of  Bengal  depended,  in  many  of  its  principal  conditions,  on  the  deter- 
mination of  the  important  question  of  whether  Calcutta  was  to  continue  to  be  the 
capital  of  India.  To  that  question  we,  therefore,  in  the  first  instance,  directed 
our  attention. 

3.  It  may  be  admitted  that  objections  of  considerable  weight  can  be  urged 
against  Calcutta  as  the  site  of  a  capital.  Its  position  on  the  eastern  side  of  India^ 
— its  climate,  which,  during  a  large  portion  of  the  year,  is  enervating  both  to 
Europeans  and  to  natives  of  Upper  India, — its  distance  from  the  hill  stations, 
which  afford  that  healthy  change  which  English  constitutions  require,  are  obvious 
disadvantages.  They  have  formed  the  subject  of  frequent  discussion,  and  other 
sites  have  been  suggested  and  considered ;  but  noue  has  yet  been  recommended 
by  any  general  concurrence  of  those  who  may  be  regarded  as  entitled  to  speak 
with  authority. 

4.  But  against  the  disadvantages  thus  arrayed  in  opposition  to  Calcutta^  it 
may  be  decisively  urged  that  that  city  is  the  metropolis  of  India,  and  has  become 
so  by  the  force  of  circumstances  alone.  It  has  not  achieved  this  position  through 
any  prevision  of  statesmen,  and  it  cannot  be  deprived  of  it  by  any  process  of 
legislation.  Its  situation^  as  the  port  of  the  valley  of  the  Ganges,  the  most  fertile 
tract  in  all  Asia,  its  proximity  to  the  wealthy  marts  of  the  Straits^  and  of  Chincr 
and  Japan,  are  advantages  which,  so  long  as  India  is  governed  by  a  maritime  and 
commercial  people,  cannot  be  exaggerated.  On  the  other  hand,  its  defects  are 
gradually  disappearing.  The  conjoint  action  of  steam,  the  railroad,  and  the 
telegraph  have  rendered  the  fiict  of  its  distance  from  Europe  unimportant.  The 
objections  urged  against  its  climate  are  yielding  to  the  influence  of  well-devised 
Siinitary  arrangements.  Facility  of  access  to  Simla  and  Daijeeling  has  already 
been  increased,  and  Calcutta  must  always  retain  facility  of  access  to  the  sea,  the 
air  of  which  is  far  more  efficacious  for  the  cure  of  all  serious  disease  than  the 
cHmate  of  the  most  salubrious  stations  in  the  hills. 

5.  We  are,  therefore,  of  opinion,  after  mature  consideration,  that  Calcutta 
should  continue  to  be  the  capital  of  India,  and  our  views  are,  perhaps,  entitled  to 
the  more  weight  from  the  fact  that  the  prepossessions  of  the  msgority  of  us  would 
point  to  other  localities.  But  nhile  we  thus  state  our  opinion  io  favour  of  Cal- 
cutta, we  are  also  compelled  to  confess  our  conviction  that  the  periodical  transfer 
of  the  seat  of  Government  to  Simla,  which  has  been  introduced  during  the  last 
four  years,  is  injurious  to  the  public  interests. 

6.  In  deprecating  these  annual  changes  of  the  seat  of  Government,  we  feel 
that  we  are  expressing  an  opinion  Mbich  will  be  regarded  with  no  favour  by  the 
members  of  the  Supreme  Council,  and  one  that  is  in  complete  oppo^ation  to  the 
views  of  the  Governor  General.  We  are  aUo  very  willing  to  admit  that  some 
advantage  indirectly  occurs  to  the  public  service  from  the  increased  health,  vigour, 
and  abiliiy  to  labour,  which  are  stated  to  be  afforded  to  members  of  the  Govern- 
ment by  the  removal  to  Simla  during  the  hot  weather  and  the  monsoon. 

7.  But  while  we  are  not  luaensible  to  those  considerations^  we  cannot  resist  the 
fer  more  powerful  arguments  which  the  opposite  view  presents.  We  regard  it  as 
of  extreme  importance  that  tlie  capital  of  India  should  be  at  a  fixed  locality,  that 
the  deliberaiions  of  the  Yiceror  in  Council  should  be  aided  by  the  advantage  of 
recourse  to  all  the  records  of  tormer  Govenaments,  and  to  all  the  official  ability* 
legal  and  administrative^  congregattd  in  so  great  a  centre  as  Calcutta ;  and  that* 
in  addition  to  tbi^se  advantages,  there  should  be  present  a  large  and  independent 
non-official  community,  able  to  correct  the  views  and  enlarge  the  experience  of 
members  of  the  public  service  living  in  a  limited  and  exclusive  circle. 

8.  It  must  not  pass  unnoticed,  that  the  salaries  of  the  members  of  Government 
have  been  regulated  with  due  consideration  ef  the  hospitalities  imposed  on  them 
by  a  residence  in  a  metropolis.  It  appears  to  us,  that  if  the  seat  of  Government 
were  fixed  at  a  remote  hill  station  during  the  greater  part  of  the  year,  and  its 
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members  merely  occupied  temporary  habitations  in  Calcutta,  it  would  be  a  proper 
question  for  deliberation  whether  large  reductions  in  salaries  ought  not  to  be 
made. 

9.  There  are  many  other  arguments  to  be  advanced  in  deprecation  of  the 
annual  resort  to  Simla,  a  practice,  it  should  be  remembered,  of  very  recent  growth, 
but  we  will  restrict  ourselves  to  two.  First,  although  the  heads  of  the  Govern- 
ment remove  to  the  Himalayan  range,  the  greater  part  of  the  business  of  Govern- 
ment, in  fact  all  the  real  work  of  the  administration,  must  be  transacted  in  the 
plains.  A  feeling  of  discontent  is  thus  produced  in  the  public  service,  upon 
which  the  labour  of  administration  devolves,  or,  what  is  worse,  every  officer  who 
possibly  can  obtain  permission  leaves  his  station,  and  follows  his  superiors  to 
the  hills. 

10.  The  second  objection  to  which  we  have  adverted  is  of  even  greater  force, 
namely,  that  however  congenial  the  climate  of  the  hills  may  be  to  European  con- 
stitutions, it  is  hateful  to  the  large  number  of  Native  officials,  who  must  accom- 
pany the  Government  whenever  it  changes  its  station.  It  should  also  be  remem- 
bered that  Simla  is  practically  inaccessible  to  the  great  mass  of  the  people,  who 
are  thus  cut  off  from  all  personal  communication  with  the  Supreme  Government 
of  the  country. 

11.  We  would,  therefore,  strongly  recommend  that  the  practice  which  has 
lately  arisen,  of  moving  the  seat  of  Government  to  Simla  during  the  hot  weather 
and  the  rains,  be  strictly  prohibited. 

12.  But  by  this  recommendation  we  would  not  wish  to  interfere  with  the  liberty 
of  the  Governor  General  himself  to  proceed  to  any  part  of  India,  should  he  con- 
sider that  the  public  interests  demand  such  a  measure ;  and  although  we  must 
admit  there  are  evils  in  permitting  the  Viceroy  to  exercise  the  full  authority  of 
Government  in  the  absence  of  his  Council,  we  are  satisfied,  after  careful  con- 
sideration, that  greater  and  more  permanent  evil  arises  from  the  movement  of 
the  whole  governing  body. 

13.  Having  satisfied  ourselves  on  this  question,  we  arrived  at  the  conclusion, 
though  not  unanimously  (Sir  B.  Frere  and  Mr.  Arbuthnot  being  of  a  diflferent 
opinion),  that  the  administration  of  Bengal  should  remain  as  at  present  under  a 
Lieutenant  Governor  without  a  Council.  We  (with  the  exception  of  our  colleagues 
above  named)  are  satisfied  that  the  existence  of  a  separate  Government  of  Bengal, 
with  an  Executive  and  Legislative  Council  on  the  system  of  Madras  and  Bombay, 
is  incompatible  with  the  presence  of  the  Supreme  Government  in  Calcutta. 

14.  Having  disposed  of  this  subject,  we  applied  ourselves  to  the  questions 
raised  with  respect  to  the  improvement  of  the  Government  of  Bengal.  To  this 
end  two  great  objects  should  be  kept  in  view :  first,  the  strengthening  of  the 
Executive  Government ;  secondly,  the  creation  of  some  official  link  between  the 
Government  and  its  subjects,  by  which  the  condition  and  wants  of  the  general 
population  might  be  brought  more  quickly,  frequently,  and  minutely  to  the  know- 
ledge of  the  authorities. 

15.  Wiih  regard  to  the  first  object,  we  think  it  is  to  be  attained,  in  addition  to 
some  administrative  alterations  which  we  will  hereafter  suggest,  mainly  by  limit- 
ing the  sphere  and  scope  of  the  duties  now  entrusted  to  the  Lieutenant  Governor 
of  Bengal,  ^hich  are  much  more  laborious  than  those  devolving  on  any  other 
Lieutenant  Governor. 

16.  By  far  the  most  difficult  and  irksome  of  the  duties  imposed  on  the  Lieu- 
tenant Governor  are  those  connected  with  the  European  commercial  and  planting 
interests,  and  their  representatives  in  Calcutta.  The  members  of  this  class,  by 
their  demands  on  the  Legislature,  by  their  social  influence,  by  their  organs  in  the 
press,  and  their  interests  in  England,  manifestly  require  the  strongest  government 
which  India  can  supply. 

17.  We  would  suggest  that  Calcutta  (by  which  we  mean  the  port,  the  shipping, 
the  municipality,  the  Mint,  the  Treasury,  the  Customs,  and  such  other  parts  of 
the  administration  as  are  of  an  Imperial  rather  than  a  local  character)  should 
be  placed  entirely  under  the  Governor  General  in  CounciL  If  it  should  be 
objected  that  this  proposal  will  throw  too  much  administrative  charge  on  the 
Governor  General,  it  would  be  easy  to  relieve  him  by  devolving  the  duties  on  a 
member  of  his  Council,  or  even  by  appointing  an  additional  member. 

18.  We  also  think  that  one  legislative  body  sitting  in  Calcutta  is  sufficient, 
and  that  the  Legislative* Council  of  the  Lieutenant  Governor  should  be  abolished, 
giving  to  the  Lieutenant  Governor  himself  such  legislative  powers  for  executi\^ 
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purposes  as  are  possessed  by  other  Lieutenaiit  Gorernocs,  and  ootistitutiii^ 
him,  as  at  prraeat,  an  additional  member  of  the  Viceroy's  Oonm^il  when 
assembled  to  make  laws  and  regulations. 

19.  We  may  observe  that  the  system  now  in  force  in  Calcatta,  of  two  legis- 
lative bodies  ^tting  in  the  same  places  and  having  jurisdiction  over  the  same 
class  of  subjects,  has  neflrer,  to  our  knowledge,  been  witnessed  elsewhere ;  aud 
Lord  Canning's  anticipation,  ihat  the  labours  of  the  superior  body,  the  Gk>vemor 
General  s  Conncil,  would  be  very  light,  have  in  no  d^ree  been  verified  by  the 
event. 

20.  When  the  administration  of  Calcutta  and  the  supervision  of  the  Bengal 
Legislature  have  been  thus  withdrawn  from  the  Lieutenant  Governor,  he  will  be 
enabled  to  exercise  that  active  personal  supervision  and  control  of  the  Lower 
Provinces  which  are  always  associated  with,  and  seem  to  be  charaoteristic  of,  the 
functions  of  a  Lieutenant  Governor;  and  we  would  propose  still  further  to 
diminish  the  burden  imposed  upon  him  by  erecting  Assam  into  a  Chief  Com- 
missionership.  It  will  be  for  the  Supreme  Government  to  decide  whether  the 
Chief  Ccmmissioner  thus  appointed  should  remain  subordinate  to  the  Lieutenant 
Governor  of  Bengal,  or  be  transferred,  like  the  principal  authorities  in  Oudh  and 
the  Central  Provinces,  to  the  iu)mediate  supervision  of  the  Governcnr  General  in 
GounciL 

21.  With  reference  to  alterations  which  have  been  proposed  in  the  oflScial 
organization  of  Bengal,  it  will  be  observed  that  great  unanimity  prevails  on  many 
points  among  those  whose  oprnions  have  been  submitted  to  us. 

22.  For  instance,  all  concur  in  thinking  that  a  single  individual  should  be  sub- 
stituted for  the  Board  of  Revenue.  We  are  dbaily  of  opinion  that  this  change 
should  be  made. 

28.  We  acre  of  opinion  that  the  salari^  and  position  of  Judge  and  of  Collector 
and  Magistrate  should  be  made  equal,  in  order  to  obviate  one  great  cause  (pro- 
motion from  the  lower  to  the  more  highly  paid  office)  of  too  frequent  changes  in 
the  executive  administrations  of  theseveni  districts.  We  would  also  recommend 
that  arrangemoits  be  made  ibr  a  more  distinct  sepsralion  of  the  judicial  from  the 
other  branches  of  the  service. 

24.  We  think  the  powers  of  Commissioners  and  all  district  officers  should  be 
ino^eased. 

25.  We  have  next  to  deal  with  the  second  want  which  has  been  brought 
prominently  to  our  notice,  tfaed[)sence  of  any  offieial  link  to  connect  the  Govern- 
ment with  the  peo^. 

26.  From  the  correspondence  laid  before  ns  it  would  seem  that  there  is  a 
marked  concurrence  of  opinion  on  the  point  that  the  local  officers  in  Bengal  are 
not  sufficiently  conversant  with  the  people  of  their  districts. 

27.  This  very  serious  evil  is  susceptible  of  efficient  remedy,  and  we  are  of 
opinion  that  it  b  to  be  found  in  the  large  and  more  systematic  employment  of 
natives  of  education.  A  very  large  increase  in  the  Uncovenanted  Service  has 
taken  plaee  in  recent  years,  but  the  n)ajority  of  lucrative  employments  has  been 
pven  to  Europeans.  We  regard  this  as  a  great  evil,  and  we  i^ecomm^id  that  the 
Supreme  Qovemment  be  called  upon  to  consider  and  propose  a  sehemeby  which 
the  services  of  natives  may  be  made  availabk  in  i^ppoiatmeats  to  whicJi  lai^ger 
emoluments  are  attached  than  those  to  which  they  are  at  present  generally 
admitted 

28.  We  await  the  arrival  of  documents  from  India,  whieh  we  are  led*io  expect 
will  be  soon  received,  before  addressing  ourselves  to  tbeeofisideration  of  increasing 
the  powers  of  the  subordinate  Govemments  with  rdfierenee  to  local  taxation,  the 
appropriation  of  the  revenues  of  the  territory  subjeet  to  tbesi,  and  the  other  points 
alluded  to  in  your  memorandum. 

We  have,  fee. 
(signed)        F.  Currie. 
-E.  Perry. 
Ross  Z).  Mangles. 
H.  G-  Montgomery. 
The  Right  Hon.  Sir  Stafford  Northcote.. 
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Memorandum  by  Mr.  Arbuthnot  and  Sir  Bortle  Frere. 

I  REGRET  that  I  cannot  concur  in  the  first  part  of  the  Report  of  the  Special 
Committee.  I  am  fully  aware  that  no  scheme  can  be  devised  against  which  some 
objection  may  not  he  taken  ;  our  object  must,  therefore,  be  to  select  that  which 
is  open  to  the  fewest  objections.  U  a  suitable  locality  for  the  head  quarters  of  the 
Supreme  Government,  in  a  central  position  and  in  a  good  climate,  could  be  found, 
that  would  go  a  long  way  to  remove  all  our  difficulties ;  but  as  that  has  }iot  yet 
been  discovered,  I  would  allow  Calcutta  to  remain  the  nominal  lead  quarteis  of 
the  Governor  General,  and  it  would  be  desimble  that  lie  should  pass  some  portion 
of  every  year  in  it,  but  I  would  leave  him  free  to  visit  other  parts  of  India 
whenever  he  might  think  it  desirable  to  do  so. 

The  question  then  arises,  when  he  proceeds  on  a  tour,  should  he  take  his 
Council  with  him,  or  leave  them  in  Calcutta.  In  my  opinion,  the  objections  to 
the  latter  course  greatly  preponderate. 

The  Governor  General  and  the  President  in  Council  have  a  concurrent  juris- 
diction, so  that,  on  every  occasion,  an  arrangement  has  to  be  made  as  to  what 
portion  of  the  business  has  to  be  allotted  to  each.  Thus  the  opinion  of  the 
Governor  General  on  most  important  questions  may  be  unknown,  or,  at  any  rate, 
not  receive  the  consideration  to  which  it  is  entitled  ;  while,  on  the  other  hand, 
when  the  Governor  General  acts  on  his  own  responsibility,  the  views  of  the 
Members  of  his  Council  are  not  recorded.  The  objection  to  the  Council  leaving 
Calcutta  will  be  greatly  mitigated  by  there  being  a  fiiU  Government,  that  is  to 
Bay,  a  Governor  with  two  Members  of  Council,  in  Calcutta,  and  this  I  consider 
desirable  on  many  considerations. 

The  Governor  of  Bengal  would  correspond  direct  with  the  Secretary  of  State, 
and  the  Governor  General  would  thus  be  relieved  of  much  detail  uhich  is  now 
thrown  upon  him,  and  to  which  he  is  unable  to  devote  as  much  time  as  it 
requires. 

The  plan  of  separating  Calcutta  from  Bepgal  is,  in  my  opinion,  open  to  most 
serious  objections.  The  connection  that  exists  between  tl)e  planters  in  the 
provinces  and  the  mercantile  community  of  Calcutta  is  so  intmiate,  that  the 
greatest  inconvenience  would  be  experienced  if  they  were  placed  under  different 
jurisdictions. 

I  would  give  the  Governor  of  Bengal  a  Legislative  Council,  with  the  same 
power  that  is  committed  to  the  ].£gislative  Councils  of  Madras  and  Bombay, 
and  I  would  make  the  permanent  Legislative  Council  of  the  Governor  General 
consist  of  his  Executive  Council,  giving  him  power  to  call  up  for  the  nonce  any 
in6uential  inhabitants  of  the  neighbourhood  in  which  he  might  happen  to  be. 

I  would  limit  the  action  of  the  Governor  GeneraFs  Legislative  Conned  to  acts 
affecting  the  whole  empire,  but  I  would  require  that  all  acts  passed  by  the 
subordinate  L^islatures  should  be  approved  by  the  Legislative  Council  of  the 
Governor  General,  which  should  have  power  to  make  any  amendments  that 
might  seem  to  them  advisable. 

W.  U.  Arhutknot. 


I  concur  in  all  Mr.  Arbctthnoc^g  objections  to  the  Report  of  the  Special  Com- 
mittee which  our  colieagueB  have  signed  I  will  not  detain  his  dissent  to  specify 
the  few  qualifications  with  which  I  concur  in  the  alternative  suggestions  he  has 
offered,  as  I  hope  to  express  in  some  detail  the  views  I  hold  ref^ding  the  best 
form  for  the  Government  of  Besral. 

H.  B.  Fren. 

15  September  1867. 
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^  No.  7.  — 

Letter  from  Sir  Stafford  Northcote  to  Sir  F.  Currie^  Chairman  of  the  Special 

Committee- 

Harley  Street, 
My  dear  Sir  F.  Currie,  14  November  1867. 

Although  I  have  not  yet  received  the  separate  report  which  I  understand 
that  I  may  expect  from  Sir  B.  Frere  and  Mr.  Arbuthnot  upon  some  part  of  the 
general  report  which  you  have  forv\arded  to  me,  I  will  not  delay  to  thank  you, 
and,  through  you,  the  members  of  the  Special  Committee,  for  the  trouble  ycu 
have  taken  in  the  investigation  of  the  questions  which  I  had  referred  to  you.  I 
will,  at  the  same  time,  offer  a  few  remarks  upon  your  proposals,  chiefly  for  the 
sake  of  distinctly  raising  some  points  on  which  I  shall,  by  and  by,  desire  to  have 
the  opinion  of  the  Council. 

I  am  inclined,  in  the  first  place,  to  take  exception  to  the  method  pursued  in 
your  report.  The  immediate  and  pressing  question  is,  how  far  the  Government 
of  Bengal  can  be  strengthened.  This  question  you  make  subordinate  to  the 
question.  What  shall  be  the  capital  of  India  ?  Having  decided  that  Calcutta 
shall  be  the  capital,  and  having  further  decided  that  migrations  from  the  capital 
should  not  be  allowed  to  the  Supreme  Government,  you  then  proceed  to  make  the 
best  arrangement  for  the  administration  of  Bengal  that  is  compatible  (as  you 
think)  with  those  conditions. 

I  think  it  would  have  been  better  to  have  inquired,  first,  what  is  the  best  form 
for  a  Presidency  Government ;  then  what  changes  should  be  made  to  bring  the 
Government  of  Bengal  into  that  form ;  after  which  the  question  would  have 
arisen,  whether  the  adoption  of  those  changes  would  cause  inconvenience  while 
Calcutta  continued  the  seat  of  Government ;  and  then  would  have  come  the 
questions,  whether  the  adoption  of  the  Bengal  reorganization  plan  (whatever  it 
might  have  been)  was  more  or  less  important  than  the  retention  of  the  seat  of 
Government  at  Calcutta,  whether  the  contemplated  inconveniences  outweighed 
the  advantages,  and  whether  there  was  any  mode  of  getting  over  the  difficulties 
that  presented  themselves. 

I  am  myself  strongly  impressed  with  the  belief  that  the  proper  organization  of 
local  or  Presidency  Governments  is  the  jjreat  want  of  India.  I  think  it  important 
for  the  interests  of  the  people  of  the  Presidencies,  which  are  likely  to  be  belter 
attended  to,  and  I  think  it  important  for  the  sake  of  the  Government  of  India, 
which  is  in  danger  of  being  overwhelmed  with  the  constantly  increasing  mass  of 
detail  work  consequent  on  its  beinor  charged  with  matters  which  might  safely  be 
left  to  the  Governments  of  the  Presidencies. 

I  wish  to  strengthen  the  Presidency  Governments  for  the  purpose,  not  of 
weakening,  but  of  strengthening  the  Government  of  India. 

The  extent  to  which  it  may  be  possible  to  carry  this  principle  at  the  present 
time  must  be  a  matter  for  serious  consideration.  I  have  no  wish  to  act  with 
precipitation.  But  I  think  we  ought  to  be  careful  to  take  no  step  in  the  opposite 
direction. 

I  suppose  I  may  assume  that  Bengal  is  as  well  entitled  to  the  form  of  govern- 
ment which  is  best  suited  to  it  as  Madras  and  Bombay  are  to  the  forms  best  suited 
to  them.  It  may  be  that  the  same  form  will  not  suit  all  three  equally  well.  But 
primd  facie  it  would  seem  that,  if  the  constitution  of  Governor  and  Council  is 
good  for  Madras  and  Bombay,  it  would  be  good  for  Bengal ;  and  if  it  be  good  for 
Bengal,  I  think  we  ought  not  to  refuse  it  to  her  for  Imperial  reasons,  unless  the 
strength  of  those  reasons  be  conclusively  shown. 

Without  at  this  moment  entering  upon  the  question  whether  Calcutta  should 
or  should  not  be  the  capital  of  India,  I  would  remark,  that  I  do  not  see  any 
necessity  for  refusing  to  erect  Bengal  into  a  Government,  even  though  the  seat  of 
the  Supreme  Government  should  be  within  its  limits.  I  believe  that,  if  the 
arrangements  of  the  Supreme  Government  were  left  as  at  present,  and  if  some 
moderate  additional  powers  were  given  to  the  Presidency  Governments  as  respects 
Presidency  affairs,  the  Government  of  Bengal  might  be  efficiently  carried  on.  I 
think  too  much  weight  is  given  to  the  picturesque  objection,  that  the  Governor 
General  would  overshadow  the  Governor  of  Bengal.  He  certainly  could  not 
overshadow  him  more  than  he  overshadows  the  lieutenant  Governor,  nor  so 
much.  The  probability  rather  is,  that  if  you  got  a  completely  organised  Govern- 
ment 
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ment  of  Bengal,  the  Governor  General  would  gradually  find  that  the  presence  of 
the  Supreme  Government,  or,  at  all  events,  his  own  presence,  was  less  required 
at  Calcutta,  and  that  lie  might,  without  inconvenience,  exercise  more  personal 
superintendence  over  other  parts  of  India,  as  occasion  might  demand. 

This  brings  me  to  the  question  of  the  proposal  you  make,  to  bind  the  Supreme 
Government  to  Calcutta.  I  think  that  the  attempt  to  do  this  artificially  is  a 
mistake.  Without  entering  upon  the  arguments  for  and  against  a  fixed  seat  of 
Government,  and  without  disputing  that,  if  there  is  to  be  a  fixed  seat,  it  should, 
for  the  present,  at  all  events,  he  at  Calcutta,  I  would  express  my  opinion  that  it 
is  unwise  to  fetter  the  discretion  of  the  Government  of  India  as  to  the  best  mode 
of  doing  their  work.  AcUnitting  that  they  may  be  somewhat  biassed  by  consider- 
ations of  personal  comfort,  I  still  think  that  they  are  better  judges  than  we  are  of 
the  advantages  and  disadvantages  which  attended  the  migration  of  the  whole 
Government,  on  the  one  hand,  and  the  separation  of  the  Governor  General  from 
his  Council,  on  the  other. 

1  do  not  think  that  the  Special  Committee  have  shown  any  sufficient  reason  for 
their  conclusion  that  the  disadvantages  of  allowing  the  Viceroy  to  exercise  the  full 
authority  of  the  Government  in  the  absence  of  his  Council  are  less  than  the  dis- 
advantages which  arise  from  the  movement  of  the  whole  governing  body.  The 
argument  that  it  is  desirable  that  the  deliberations  of  the  Viceroy  in  Council 
should  be  aided  by  access  to  **  the  records  of  former  Governments/'  and  by 
recourse  to  the  *^  official  ability,  Irgal  and  administrative,  congregated  at  Calcutta," 
as  well  as  by  the  influence  of  the  •Marge  and  independent  non-official  com- 
munity '*  resident  there,  is  an  argument  which  appears  to  mc  to  apply,  with  at 
least  equal  force,  to  the  independent  action  of  the  Viceroy  when  away  from  his 
Council.  The  Viceroy  in  Council  at  Simla,  if  he  is  deprived  of  these  advantages, 
has  at  least  that  of  being  able  to  discuss  each  question  as  it  arises  with  six 
gentlemen  of  high  standing  and  authority.  The  Viceroy  at  Simla,  without  his 
Council,  would  have  to  act  for  himself  without  discussion^  or  else  he  must  carry 
on  the  discussion  in  an  unsatisfactory  way  by  correspondence.  The  arguments, 
in  short,  which  you  adduce  for  binding  the  Members  of  Council  to  Calcutta,  would 
lead  to  your  binding  the  Viceroy  also  to  Calcutta,  unless  you  intend  to  alter  very 
materially  the  footing  on  which  you  place  them  and  him  in  respect  of  the  conduct 
of  the  business.     But  of  such  an  intention  I  ^ee  no  indication  in  your  re|)ort. 

It  seems  to  me  that  this  question  of  the  capital  of  India,  which  you  treat  as  the 
primary  one,  is  in  reality  only  a  secondary  one.  It  is  also  one  which  I  think  is 
not  yet  ripe  for  settlement. 

The  three  primary  questions  appear  to  me  to  be — 

1.  The  establishment  of  proper  relations  between   the  Supreme  and  the 

Presidency  Governments,  and  the  proper  constitution  of  the  Presidency 
Governments. 

2.  The  establishment  of  proper  relations  between  the  Home  Government 

and  the  Government  of  India,  and  the  proper  constitution  of  the  Home 
Government. 

3.  The  proper  constitution  of  the  Government  of  India,  with  reference  to  its 

relations  to  the  Presidency  Governments  on  the  one  hand,  and  to  the 
Home  Government  on  the  other. 

Fully  to  settle  these  questions  must  be  a  work  of  time.  When  they  are  settled, 
the  question  of  the  capital  will  settle  itself.  I  deprecate,  therefore,  any  forcible 
attempt  to  anticipate  the  course  of  events  in  this  particular. 

As  time  is  passing,  and  it  is  important  that  we  should  make  some  progress  to 
a  conclusion,  I  think  the  best  course  will  be  to  have  your  report,  tofiether  with  any 
that  Sir  B.  Frere  and  Mr.  Arbuthnot  may  put  in,  printed,  and  sent  to  the 
Members  of  Council.  This  letter  may  perhaps  be  sent  with  it.  I  would  send  a 
copy  confidentially  to  Sir  J.  Lawrence,  and  I  should  like  also  to  show  one  to 
Mr.  Maine.  I  would  then  prepare  a  draft  letter  to  India,  which  I  would  submit 
to  Council  in  the  usual  way,  and  which,  when  it  had  been  suflSciently  considered, 
might  be  discussed  at  a  Special  Council. 

As  at  present  advised,  I  should  confine  myself,  in  that  draft,  to  proposing  the 
erection  of  Bengal  into  a  Government,  and  the  adoption  of  those  changes  with 
regard  to  the  Board  of  Revenue,  the  separation  of  Assam,  and  other  matters 
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which  are  connected  with  Bengal  reorganisation,  and  as  to   which  the  Special 
Cdminiliee  have  made  most  valuable  suggestions. 

I  would  reserve  for  separate  letters — 

1.  The  question   of  greater  Presidency  independence,  which  will  arise  in 

answering  Colonel  Strachey's  financial  proposals. 

2.  The  question  of  alterations  in  the  mode  of  conducting  the  business  of  ih^ 

Government  of  India,  which  will  arise  in  discussing  Mr.  Maine's  sug- 
gested clauses. 

3.  Tlie  question  of  any  alterations  in  the  **  Government  of  India  Act  (1 858),** 

to  which  I  am  about  to  call  the  early  attention  of  the  Council. 

I  remain,  &c. 
(signed)         Staffoh'd  H.  Northcote. 


^  No.  8.  — 

Memorandum  on  the  Draft  Report  of  the  Special  Committee  on  the 

Government  of  Bengal. 

I  GREATLY  regret  that  there  are  very  few  portions  of  the  Draft  Report  to  which 
I  can  give  an  unqualified  assent. 

The  object  of  the  reference  to  us  is  to  obtain  a  scheme  for  the  better  govern- 
ment of  Bengal.  It  is  open  to  us  to  make  any  suggestions  which  may  incidentally 
occur  to  us  for  the  better  government  of  other  parts  of  India,  but  the  improve- 
ment of  the  administration  of  Bengal  is  to  be  our  first  object,  and  should  be 
45onsidered  first. 

The  question  of  whether  the  Government  of  India  shall  be  generally  peripa- 
tetic or  fixed,  and,  if  fixed,  where  shall  be  its  head-quarters,  is  in  itself  a  very 
important  question  ;  but  1  hold  that  its  decision  one  way  or  the  other  has  little 
bearing  on  the  best  form  of  government  for  Bengal,  further  than  that,  if  it  be 
decided  to  fix  the  Governor  General  at  Calcutta,  the  arguments  for  giving 
Bengal  the  best  and  strongest  possible  form  of  local  government  wiU  be  much 
strengthened. 

In  framing  the  draft,  it  seems  to  have  been  accepted  that,  if  the  Government 
of  India  be  permanently  fixed  in  Bengal,  with  ('aleutta  for  its  head  quarters,  a 
full  Government  with  establishments  and  powers  similar  to  the  Governments  of 
Madras  or  Bombay  is  impossible  or  unnecessary,  and  that,  unless  tlie  seat  of  the 
Government  of  India  be  removed  out  of  Bengal,  a  Lieutemmt  Governor,  with  a 
status  and  powers  and  administrative  machinery  somewhat  similar  to  the  present, 
is  all  that  is  needed  or  possible. 

I  cannot  assent  to  any  part  of  this  doctrine.  As  far  as  I  can  judge  from  my 
own  experience,  the  presence  of  the  Governor  General  and  his  Council  in  Cal- 
cntla  for  the  whole,  or  for  any  large  portion  of  the  year,  need  cause  no  incon- 
venience to  a  local  Government  constituted  in  all  respects  like  that  of  Madras  or 
Bombay. 

On  the  contrary,  I  should  expect  a  Government  so  constituted  to  find  the 
advantages  of  the  Governor  General's  presence  far  outweighing  any  small  incon- 
venience to  the  local  Government  which  might  attend  it,  provided  always  that 
both  parties  took  reasonable  care  to  mind  their  own  business,  and  I  feel  sure 
that  if  either  trespassed  on  the  legitimate  field  of  action  of  the  other,  the  evil 
would  be  corrected  much  sooner  and  more  completely,  if  they  were  at  the  same 
place,  than  if  they  were  far  apart. 

I  cannot,  therefore,  think  that  the  selection  of  Calcutta  as  the  permanent  seat 
of  the  Government  of  India  need  create  the  slightest  difficulty,  still  less  impos- 
sibility, in  providing  Bengal  with  the  best  and  most  complete  form  of  local 
Government  which  we  know  in  India. 

On  the  other  hand,  I  hold  that  such  a  selection  of  Calcutta  as  the  metropolis 
of  all  India  would  greatly  strengthen  every  reason  for  giving  Bengal  such  a 
form  of  separate  government,  a  government  which  shall  be  as  complete  as  pos- 
sible 
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Bible  in  all  iU  departments,  as  strong  as  possil)l6,  both  in  its  acknowledged 
functions  and  powers  and  in  the  indirect;  weight  due  to  complete  organization. 

The  draft  pro[)09es  to  effect  the  same  end  of  making  the  good  government  of 
Bengal  possible,  by  lopping  off  from  the  present  Lieutenant  Governor  all  control 
over  the  natural  capital  of  Bengal,  leaving  to  l)im  no  direct  concern  with  the 
metropolitan*  interests  of  the  law  or  the  commerce  of  his  own  province,  or  with 
such  learning  or  science  as  have  their  abode  in  Calcutta.  The  High  Court  is 
to  be  out  of  his  jurisdiction;  if  the  Chamber  of  Commerce  addresses  him,  it 
will  be  as  the  potentate  of  a  neighbouring  State;  if  he  attends  a  school  or  an 
university  meeting,  it  will  be  as  a  stranger  from  an  adjoining  province,  liable  to 
be  told  he  is  out  of*  his  jurisdiction,  and  to  be  asked  why  he  is  not  in  Assam  or 
Orissa. 

I  much  doubt  whether  this  is  the  kind  of  position  which  the  present  or  any 
former  Lieutenant  Governor  of  Bengal  would  desire  or  would  have  tolerated4 
I  am  quite  sure  there  are  few  men,  fit  to  rule  over  a  great  province,  who  would 
accept  it  on  such  terms,  if  they  had  a  chance  of  any  important  position  in  or  near 
the  tapitaL 

The  proposed  plan  seems  to  me  much  as  though  we  were  to  say,  **The  Lord 
Lieutenant  finds  it  very  diflScult  to  govern  Ireland;  let  us  strengthen  his  hands 
by  excluding  from  his  jurisdiction  the  city  of  Dublin,  with  its  lawyers,  its 
university,  and  its  troublesome  press.  Let  us  take  them  under  the  direct  control 
of  the  Cabinet,  with  a  separate  minister  for  the  government  of  Dublin,  and  let 
us  leave  the  Lord  Lieutenant  free  to  improve  Gal  way,  and  to  choose  between 
Belfast  and  Cork  as  his  capital/'  I  would  ask  how  many  and  what  sort  of  men 
would  accept  the  Lord  Lieutenancy  on  such  terms  r  and  how  such  a  scheme 
could  practically  work  ? 

But  the  duties  which  the  proposed  scheme  will  take  from  the  Lieutenant 
Governor  cannot  be  annihilated.  They  are  sim|)ly  transferred  to  the  Governor 
General,  already  overburdened  with  work.  It  is  true  he  may  have  an  extra 
member  of  his  Council  to  aid  him,  as  Deputy  Governor  of  Calcutta.  But,  unless 
it  is  intended  that  these  duties  should  in  some  way  come  within  the  immediate 
purview  of  the  Governor  General  and  his  Council,  it  is  difficult  to  see  why  they 
should  be  taken  out  of  the  hands  of  the  Lieutenant  Governor 

The  latter  is  generally  a  man  who  has  passed  through  the  Council  of  India, 
and,  if  the  Governor  General  is  to  deal  with  Calcutta  affairs,  in  any  sense  other 
than  that  in  which  he  would  deal  with  references  from  Madras  or  Bombay,  it  is 
certain  that,  while  in  Calcutta,  he  will  be  forced  to  attend  more  or  less  directly 
and  personally  to  business  which,  however  important,  is  clearly  not  imperial  in 
its  scope,  but  which  will  seriously  curtail  the  time  and  attention  he  will  have  for 
those  affairs  of  India  at  large,  with  which  none  but  a  Governor  General  can 
adequately  deal. 

It  seems  to  me  only  necessary  to  think  over  the  various  questions  connected 
with  Calcutta  which  have  of  late  years  occupied  much  of  the  time  and  attention 
of  Governtnent  here  and  in  India,  to  see  how  practically  unworkable  the  proposed 
scheme  for  placing  Calcutta  under  the  direct  control  of  the  Government  of  India 
must  be. 

There  is  a  vast  body  of  most  important  questions  connected  with  the  High 
Court,  irom  questions  of  jurisdiction  afi'ecting  the  basis  of  all  civil  rights  and  all 
settled  Governnaent,  down  to  questions  of  procedure,  which,  however  intrinsically 
uniniportant,  usually  surpass  all  others  in  the  ill  feeling  they  create^  and  tbe 
troulile  and  loss  of  temper  and  time  which  they  occaision. 

It  has  been  the  policy  of  late  years  to  withdraw  the  Governor  General  person^ 
ally,  as  much  as  possible,  from  the  immediate  arena  of  such  differences,  great  a» 
well  as  small,  and  this  has  been  effected  to  a  very  considerable  extent,  and  with 
the  best  results. 

This  policy  will,  however,  now  be  reversed.  The  Viceroy,  instead  of  occupying 
a  position  in  which  he  can  be  approjNriately  appealed  to,  as  an  unbiassed  referee 
whose  decision  both  parties  may.  accept  without  loss  of  dignity,  will  b(  come  per- 
sonally a  party  to  every  difference  between  tlie  High  Court  aiad  the  Executive 
Governnaent. 

For,  it  cannot  be  expected  that  the  High  Court,  which  now  chafes  at  being 
placed  on  any  footing  of  equality  with  the.  Lieutenant  Governor,  will  be  inclined 
to  treat  him  with  more  deference  when  he  has  been  shorn  of  all  authority,  in  bis 
own  capital. 
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Nor  will  the  High  Court  be  inclined  to  treat  with  more  respect  the  newly 
created  office  of  Deputy  Governor  of  Calcutta,  a  functionary  who  will  probably 
appeal*,  to  legal  eyes,  much  in  the  likeness  either  of  a  small  oriental  lord  mayor, 
or  in  the  aspect,  still  more  distasteful  to  the  imagination  of  English  lawyers,  as 
the  governor  of  a  capital  city  or  of  a  military  fortress. 

There  are  very  few  questions  which  can  arise  between  the  High  Court  and  the 
Executive  which  will  not  bring  the  High  Court  into  correspondence  with  both 
the  proposed  urban  and  the  rural  governments,  and  the  High  Court  will  have 
strong  ground  of  convenience  to  urge  for  a  return  to  the  ancient  practice  of  that 
direct  correspondence  with  the  Viceroy  which  h|^,  in  times  past,  been  found 
productive  of  so  much  embarrassment. 

Then  there  is  the  question  of  jurisdiction.  The  ancient  limits  of  the  Supreme 
Court  now  include  only  about  a  third  of  the  real  metropolis.  Howra,  the  South- 
wark  of  Calcutta,  is  now  a  large  City,  and  the  growing  suburbs  of  Alipoor,  and 
Ballygunge,  and  Sealdah,  are  all  beyond  the  Maharatta  ditch. 

Shall  the  limits  of  the  old  Supreme  Court  jurisdiction  be  extended  or  con- 
tracted? The  creation  of  an  entirely  new  Civil  Executive  Government  for  the 
capital  will  bring  out  into  still  more  inconvenient  prominence  than  at  present 
the  evils  of  a  divided  jurisdiction. 

But  fix  the  limits  of  the  new  Deputy  Governor's  authority  where  we  may,  there 
is  hardly  a  question  affecting  the  city  which  will  not  fall  into  two  jurisdictions. 
The  question  of  enlarged  or  floating  docks  at  Howra  or  Kidderpoor,  of  river  con- 
servancy, or  of  bridging  the  Hooghly,  of  ghaut  murders,  and  coolie  emigration, 
of  Calcutta  drainage  and  water  supply,  will  all  belong  almost  as  much  to  the  one 
as  to  the  other,  and  increased  friction  and  delay  are  inevitable  in  dealing  with 
them,  if  the  proposed  scheme  be  carried  out. 

The  result  must  naturally  be  more  frequent  reference  to  the  Viceroy.  He  is 
to  be,  by  the  hypothesis,  more  frequently  on  the  spot  than  at  present,  and  will  be 
more  directly  concerned  in  the  administration  of  the  city,  and  will  be  inevitably 
dragged  into  the  discussion  of  local  matters,  not  only,  as  ^t  present,  to  decide 
between  the  Lieutenant  Governor  and  some  dissatisfied  local  interest,  but  either 
to  prevent  or  to  decide  diflFerences  of  opinion  between  his  Lieutenant  and  Deputy 
Governors.  It  will  be  far  more  diflScult  than  at  present  to  say  who  could  most 
fitly  originate  any  important  measure,  and  the  chances  of  such  measures  being 
checked  or  marred  by  errors  as  to  who  should  start  them,  or  be  consulted  as  to 
the  starting,  will  be  infinitely  increased. 

In  what  1  have  said  above  as  to  the  injury  which  may  be  done  by  reducing  the 
present  status  of  the  Lieutenant  Governor,  I  would  not  be  understood  as  imply- 
ing, for  a  moment,  that  the  work  left  to  the  Lieutenant  Governor  by  the  proposed 
scheme  will  he  in  itself  unimportant. 

On  the  contrary,  I  believe  that  it  will  still  be,  as  it  is  at  present,  far  beyond  the 
power  of  any  mortal  man  to  perform  properly ;  and  that  the  Lieutenant  Governor's 
chance  of  performing  it  will  be  diminished,  and  not  increased,  by  depriving  him 
of  the  jurisdiction  over  the  city,  and  by  setting  up  a  rival  potentate  in  the  natural 
capital  of  his  kingdom. 

And  this  brings  us  to  the  question,  what  does  the  Government  of  Lower  Bengal 
mean? 

It  means  the  government  of  a  country  which  is,  according  to  Thornton  and 
Hornidge,  *  750  miles  from  north  to  south  and  800  miles  from  west  to  east,  with 
an  area  of  246,785  square  miles,  and  a  population  of  42i  millions;  that  is,  about 
the  size  of  France,  and  much  more  populous ;  or  more  than  three  times  as  large 
and  twice  as  populous  as  England  and  Wales ;  or  six  times  as  large  and  six  times 
as  populous  as  Ireland. 

Bengal  has  a  sea  coast  of  800  miles  long,  which  is  more  than  all  Germany 
possesses,  with  islands  on  it,  *^  some  of  which  rival  in  size  and  fertility  our  Isle  of 
Wight.**  Among  its  ports  it  reckons  Calcutta,  the  third  largest  city  in  the 
British  empire,  and  one  of  the  greatest  commercial  emporia  out  of  England. 

**  No  tract  of  the  same  extent  in  the  world,"  we  are  told,  **  is  traversed  by  so 
great  a  number  of  rivers  and  watercourses  "  as  Bengal.  Among  them  are  two, 
the  Ganges  and  Burrumpootra,  which  rank  among  the  greatest  rivers  in  Asia ; 
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•  Vide  Thornton's  **Ga«ette€r,''  1867,  and  Homidge's  "Statistics  of  India,"  1867. 
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the  Gangf  8,  as  regards  the  traffic  it  carries,  andi  the  wealth  and  numbers  of  the 
population  on  its  banks,  is  one  of  the  most  important  rivers  in  the  world. 

On  the  borders  of  Bengal  is  the  highest  mountain  in  the  world.  Lower  down, 
Bengal  has  **a  coal  and  iron  field  equal,'*  we  are  told,  **  in  extent  to  the  whole 
of  England,**  and  between  the  eternal  snows  of  the  Himalayas  and  the  almost 
intolerable  heat  of  some  of  the  plains,  Bengal  offers  the  equivalent  of  almost  every 
known  climate  suitable  to  human  habitation  on  the  face  of  the  globe. 

Its  rainfall  varies  from  about  the  equivalent  of  England  to  the  heaviest  regis- 
tered in  the  world.     Much  of  the  country  is  still  under  primaeval  forest,  but  all 
is  fertile.     There  are  probably  few  countries  in  the  old  world  of  equal  extent 
where  so  little  land  naturally  unculturable  is  to  be  found  as  in  Bengal,  and  few        ^ 
where  the  population  is  so  dense. 

There  are  four  principal  languages,  each  spoken  ^  Bcngau.  r         3  Oom. 

by  many  millions  of  the  people  under  the  Bengal  2.'  Umdooftani «  4.' 

Government,  besides  many  which  are  spoken  over  oordoo.  | 

a  less  extensive  area,  and  some  of  them  very  imperfectly  known  to  us.     Some 
are  noted  in  the  margin,  but  Mr.  Brjan  Hodgson 
investigated  the  grammar  of  16  tribes,  all  mutually  J*  ^«fi^-. 

unintelligible  to  each  other,  but  all  spoken  within  Ungua^s^of^e!!' 

the  Government  of  Lower  Bengal  or  its  feudatories,  ^  n^^^ 

or  on  the  southern  slopes  of  the  Himalayas  and  in  5!  xookeet. 

Assam.    The  Austrian  empire,  while  it  still  included 

North  Italy,  was  inferior  in  the  numbers  of  its  population  to  Bengal,  and  the 
variety  of  races  and  languages  under  Bengal  is  nearly  four  times  as  great  as  was 
ever  reckoned  under  the  old  Austrian  empire. 

If  we  compare  Bengal  with  our  West  Indian  Colonies,  we  find  that  Bengal  is 
seven  times  as  large  and  forty  times  as  populous  as  all  our  Wtst  Indian  posses- 
sions; Calcutta  and  its  suburbs  alone  containing  a  larger  population  than  all 
Jamaica,  Barbadoes,  Antigua,  and  the  Bahamas  put  together. 

The  greater  part  of  this  population  inhabiting  Bengal  are  excellent  agricul- 
turists and  keen  traders.  Except  in  China^  there  is  probably  no  |)opulation  in 
the  world  so  dense  and  in  every  way  so  productive,  and  there  are  few  countries 
where  so  little  labour  is  needed  to  support  individual  life.  The  stranger  travelling 
in  Bengal,  even  if  used  to  the  tropics,  is  amazed  at  the  fertility  of  the  soil  and  the 
density  of  the  population,  and  at  what  has  been  called  ^'  the  air  of  sluttish 
plenty,"  which  seems  to  make  it  difficult  for  any  one  to  starve. 

aVI  these  millions,  though  probably  the  most  docile  people  in  the  world  as 
regards  external  Government,  are  not  savages,  nor  even  mere  agricultural 
machines.  I  have  no  doubt  that  any  one  of  the  42  i  millions  of  natives  of  Bengal 
is  intellectually  superior  to  the  less  than  one  million  of  negroes  in  the  West 
Indies.  Indeed,  the  Bengalis  proper,  who  form  the  great  majority,  are, 'in  point 
of  intellect,  among  the  most  remarkable  nations  in  the  world.  Many  races  excel 
them  in  vigour^  and  in  power  of  applying  intellectual  processes  to  produce  practi- 
cal results,  but  in  general  keenness  and  subtlety  of  intellect  I  know  of  no  people 
in  or  out  of  India  who  generally  excel  the  Bengalis,  and  I  doubt  whether,  in  any 
population  under  the  British  Crown,  will  be  found  such  a  large  proportion  of 
minds  among  the  educated  classes  apt  at  every  branch  of  abstract  speculation  in 
morals  or  philosophy,  and  so  capable  of  applying  the  results  to  the  theory  of  law 
and  morals. 

There  is  not  a  question  which  has  ever  occupied  the  moralists,  philosophers, 
and  legislators  of  the  civilized  world  which  has  not  been,  or  is  not  now,  intelli- 
gently discussed  by  the  writers  and  thinkers,  indigenous  or  exotic,  who  are  to  be 
found  in  the  schools  of  Bengal.  In  a  sacred  language  of  their  own,  more  precise, 
copious,  and  complete  than  any  known  tongue,  they  have,  and  now  habitually 
study,  the  original  germ  of  every  great  system  of  philosophy  and  morals  which 
occupied  the  great  teachers  of  Persia,  Greece,  and  Rome.  And  this  Sanscrit 
teaching  is  in  various  ways  popularised  in  their  own  Bengali  language,  which  was 
formed  and  copious,  and  had  an  extensive  literature  of  its  own  when  most  of  our 
modern  European  languages  were  unformed. 

It  is  no  facility  in  dealing  with  such  people  to  find  that  they  are  deficient  in 
some  of  those  masculine  qualities  of  character  which  are  necessary  to  form  an 
independent  nation.  Indeed  it  is  this  defect  which  constitutes  one  of  the  chief 
practical  difficulties  in  providing  them  with  a  good  government.  I  do  not  by  any 
means  accept  the  popular  estimate  of  Bengali  character,  even  when  vouched  by 
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0uch  authority  as  Macaulay^  but^admitting  it  fer  the  sake  of  argumeut,  to  tUe 
fullest  extent,  would  42^  millions  of  intelligent  women  and  children  be  such  an 
easy  charge  to  manage  ? 

I  sincerely  believe  that  to  govern,  in  any  sense,  such  a  country  and  people  is  a 
feisk  not  inferior  to  that  of  governing  a  large  nation  in  Europe.  The  task  may 
be  divided.  The  Secretary  of  State  and  the  Viceroy  may  take  care  of  all  external 
relations,  of  military  and  naval  defence,  of  much  of  the  finance  and  legislation^ 
and  may  have  a  potential  voice  in  every  great  question  and  a  veto  on  every  jn*o- 
ceeding  ;  but  the  mere  functions  of  reporter  and  Administrator  General  over  such 
a  vast  territory,  and  so  varied  and  rmmerous  a  population,  are  of  themselves  quite 
as  intrinsically  important  as  the  home  administration  of  Spain  and  Italy. 

I  have  said  nothing  of  difficulties  arising  from  the  presence  of  a  Lurge  and 
powerful  body  of  Englishmen  scattered  as  planters  and  mercliante  over  the  whole 
!.  country.     I  believe  that  their  presence  is  of  the  utmost  value  and  importance  to 
Bengal,  but  they  certainly  do  not  diminish  the  labour  of  its  Government. 

And  what  administrative  machinery  have  we  provided  for  thk  vast  and  popii^ 
lous  country — a  country  which,  except  in  its  capacity  for  rebellion,  would  cer- 
tainly rank,  if  it  could  be  dropped  into  Europe,  amongst  the  richest,  largest, 
most  po|)ulous,  and  not  least  civilized  nations  of  this  continent  ? 

We  have  provided  for  its  administration,  as  chief,  an  English  gentleman  who 
can  hftrdly  ever  have  resided  less  than  25  or  30  years  in  one  of  the  most  trying 
and  exhausting  climates  in  the  world,  and  he  has,  to  aid  him,  232  gentlemen  in 
the  Covenanted  Civil  Service,  in  various  capacities,  from  the  senior  member  of 
the  Revenue  Board  down  to  the  students  of  languages  just  arrived.  There  are 
besides  861  principalUncovenanted  Civil  servants,  filling  various  judicial,  fiscal, 
educational,  and  miscellaneous  civil  offices^  from  a  Judge  of  the  High  Court  down 
to  subordinate  Civil  Judges  (moonsiffs)  and  6th  class  Deputy  Collectors  and 
Magistrates,  or  4th  class  Superintendent?>  of  District  Police.  Of  these  uncove* 
nanted  officers  from  one-half  to  two^tliirds  appear  from  their  names  to  be  of 
£kiropean  descent 

When  we  compare  this  administrative  machinery  with  the  area  and  population 
of  the  country,  we  find  that  for  eveiy  five  millions  of  people  inhabiting  a  country 
larger,  richer,  and  more  important  in  every  way,  except  fighting  power,  than 
most  third  class  European  sovereignties,  we  have  one^eighth  of  a  Lieutenant 
Governor,  about  28^  English  gentlemen.  Covenanted  Civilians,  and  about  112 
Uncovenanted  gentlemen,  some  natives  of  the  country,  some  of  European  descent, 
wiiose  position  is  ^enei'ally  sobordinate  to  that  of  the  Covenanted  officers*     * 

Of  the  administrative  capacity  of  these  latter,  we  have  a  sufficient  measure  in 
what  we  know  of  the  qualifications  needed  to  ensure,  admission  at  a  competitive 
exaoiination  for  the  Civil  Service. 

It  must  be  borne  in  mind  that  these  numbers  comprise  the  whole  of  the 
administrative  macliinery  of  this  vast  province,  with  the  most  trifling  exceptions* 
llie  duties  which  the  great  feudal  chiefs  perform  in  other  parts  of  India,  and  in 
most  parts  of  Europe,  or  which  the  unpaid  administration  performs  in  our  own 
coimtry,  are  not  fulfilled  by  any  class  in  BengaL 

It  is  true  that  there  are  80  honorary  magistrates  and  105  justices  of  the  peace^ 
many  of  tliem  non-officiaU  in  Calcutta,  but  they  have  no  jurisdiction  in  the 
province  b^ond  the  capital.  There  are  a  few  Europeans,  and  a  great  numt)er 
of  natives,  with  vast  landed  estates,  often  as  large  and  as  rich  as  an  English, 
dukedom.  These  men  have  none  of  them  even  a  semblance  of  a  share  in:  the 
administraiiou.  They  have,  of  course,  vast  unrecognised  illegal  power,  which 
they  exercise  for  good  or  evil,  but  as  regards  legal  recognised  authority  they  are, 
with  the  rarest  possible  exceptions,  not  on  a  par  with  a  village  constable  here  or 
in  France. 

With  these  fieLcts  before  us,  can  we  say  that  Bengal  has  anything  but  the 
shadow  of  an  administration  ?  Can  we  wonder  at  a  break-down  like  that  of > 
Orissa  ?  or  that  of  the  late  Lieutenant  Governor's  two  predecessors  ?  One  reported 
that  Bei^l  could  hardly  be  said  to  have  a  police,  while  the  other  stated  ofilcially^ 
that  the  administration  of  civil  justice,  owing  to  want  of  a  suffident  number  ci^ 
judges,  and  of  adequate  pay,  was  little  better  than  a  farce. 

It. is  true  that  of  late  years  there  has  been  a  nibbling  at  intprovement^  both  iu. 
police  and  judicial  administration  ;  but  what  has  been  attetppt^  bears  lU)  pro-: 
portion  to  the  wants  of  the  country,  and  Bengal  is  still  practically  uogovemed, 
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for  that  is  the  long  and  short  of  the  Commission's  report  on  it,  and  of  all  that  w» 
have  seen  and  heard  during  the  late  famine. 

The  draft  report  of  the  Special  Committee  proposes  to  mend  matters  by  dock- 
ing the  Lieutenant  Governor  of  his  capital,  and  by  giving  him  a  little  more  aid 
here  and  there  to  get  through  his  work  on  the  present  system. 

The  work  of  which  he  is  to  be  relieved  is,  in  the  main,  to  be  madt  over  to  the 
Government  of  India. 

Ten  years  a£);o,  one  of  the  greatest  administrators  India  ever  bad,  returned 
home  fairly  broken  down  by  over  work,  as  Governor  Geiferal.  Lord  Dalhonsie 
recorded,  before  he  left  Iniiia,  his  conviction  of  the  impoggibilily  of  any  mortal 
man  continuing  snch  labour  as  he  had  performed,  and  he  counselled  a  change  of 
system. 

Something  was  done  in  this  direction  with  good  results,  but  meantiine  the 
empire  has  extended,  peace  has  brought  its  multiplied  demands  for  better  and 
more  elaborate  government,  and  I  find,  by  a  return  with  which  Mr.  Seccombe 
has  favoured  me,  that  whereas  the  Govemment  of  India  sent  to  the  Court  of 
Directors,  in  1851,  568  letters,  and  received  543,  making  a  total  of  1,101  letters, 
the  same  Government  last  year  sent  to  the  Secretary  of  State  1,594  letters, 
and  received  1,330,  making  a  total  of  2,924  letters,  and  the  increase  of  work  in 
every  other  direction  has  been  equally  great,  and,  as  I  can  testify  from  experience, 
is  fully  double  what  it  was  10  years  ago. 

It  is  difficult  to  convey  by  figures  any  accurate  idea  of  this  growth  of  work, 
both  in  Bengal  and  in  all  India  ;  but  the  annexed  tables,  which  Mr.  Homidge 
has  been  good  enough  to  draw  up,  may  help  to  measure,  in  some  degree,  what 
must  have  been  the  rate  of  progress  in  all  that  gives  work  to  the  administration. 

Thus,  in  the  Revenue  Department,  it  will  be  seen  that  in  the  *^good  old  times*' 
of  80  years  ago,  the  receipts  for  Bengal  were  just  over  five  millions  sterling,  and 
those  for  all  India  under  seven  millions. 

During  46  years,  from  1846  to  1865,  the  gross  revenue  of  Bengal  rose  from 
between  seven  and  eight  to  15  millions,  and  the  revenues  of  all  India  from 
20  millions  to  45  millions. 

Of  course,  by  no  device  of  administration  could  a  revenue  so  increasing  be 
managed  without  a  vast  increase  of  work  in  every  department  connected  with 
public  income  and  expenditure. 

Turning  to  trade,  we  find  a  similar  increase.  The  seaborne  trade  of  Bengal, 
which  was  less  than  150,000  tons  at  the  beginning  of  the  century,  is  now  nearly 
two  millions  of  tons;  while  during  the  same  period,  that  of  all  India  has  risen 
from  300>0Q0  tons  to  more  than  six  millions  of  tons. 

In  value  the  increase  has  been  still  more  marked;  for,  whereas  the  seaborn© 
imports  of  merchandise  and  treasure,  exclusive  of  port  to  port  trade,  was  valued, 

For  Bengal.  For  all  India. 

In  1802-3  at     -         -     2,250,000  Z.,  and     -         •     4,440,000/., 

The  values  were, 

In  1865-66       -         -  20,700,000  L,  and     -         -  55,280,000 1. 

While  the  exports  were  valued. 

For  Bengal.  For  all  India. 

In  1 802-3  at    .         .    3, 1 5 1 ,000  Z.,  and    -        -    4,8 14,000  /., 
In  1865-66  at  -         -  20,196,000  /.,  and    -        -  64,830,000/. 

The  greater  part  of  this  increase  in  Bengal  is  of  course  attributable  to  Calcutta, 
where  it  appears  the  shipping  increased  from — 

Ships.  Tons. 

In  1812-13    ...        457      .        -        -        169,000 
to— 

In  1865-66     -        -        -     2,209       -        -        -     1,655,000. 

While  the  total  value  of  the  Calcutta  trade,  foreign  and  coastwise,  rose  from 
less  than  five  millions  sterling  in  1814-15  to  52  millions  in  1865*66. 

It  will  be  seen,  from  a  comparison  of  these  tables,  that  the  mere  coasting  trade 
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of  Calcutta  is  now  of  greater  value  than  the  whole  foreign  trade  of  India  was  55 
years  ago. 

There  is,  perhaps,  no  better  measure  of  the  demand  for  better  paid  and  more 
perfect  administration  than  these  trade  returns  will  suggest,  and  to  whatever 
department  of  State  we  turn,  the  same  result  is  apparent. 

Thus,  20  years  ago,  the  Public  Works  Department  had  little  money  to  spend, 
and  gave  little  trouble.  The  expenditure  under  this  head  is  now  double  what  it 
was  10  years  ago. 

Railways  and  electric  telegraphs  were  not  in  existence  in  India  20  years  ago. 
They  are  now  very  extensive  and  very  trouble:iOme  departments. 

The  Post  Office  work  and  expenditure  has  more  than  doubled  in  10  years. 

The  schools  and  colleges  supported  or  aided  by  Government  have  increased  in 
12  yejirs  forty-fold  in  number,  while  the  State  expenditure  has  increased 
five-fold. 

T  he  increase  of  work  in  the  Legislative  Department  is  a  theme  of  constant 
remark,  and  often  of  what  I  think,  is  not  very  just  reprehension,  for  it  is  clear 
that,  when  every  Department  of  the  State  and  every  interest  is  increasing  in  the 
manner  above  shown,  the  demand  for  more  laws,  and  the  necessity  for  having 
those  laws  more  carefully  framed,  mus**  be  increasing  also. 

We  have  now,  as  Goveinor  General,  one  of  the  most  experienced  and 
laborious  men  who  have  ever  filled  the  post.  I  doubt  if  there  ever  was  one  who 
gave  less  time  to  avoidable  abstract  questions,  or  who  more  seduously  devoted 
himself  to  the  prompt  dispatch  of  the  current  practical  duties  of  his  office,  and 
he,  in  a  time  of  peace  and  of  no  special  strain  now  declares  himself  over- 
tasked. How  can  we,  in  the  face  of  such  facts,  propose  to  add  to  his  duties 
by  requiring  him  to  undertake  the  direct  government  of  a  great  city  like 
Calcutta  ? 

I  hold  that  the  good  government  of  Bengal,  and  of  all  India,  demand  a 
process  the  reverse  of  this,  that,  instead  of  dragging  the  Governor  General  back 
to  the  task  from  vhich  he  partially  escaped  some  years  ago,  of  governing 
Bengal,  we  should  further  emancipate  Bengal,  and  make  it  better  able  to  go 
alone  and  less  likely  to  give  trouble  and  cause  reference  to  the  Government  of 
India. 

What,  then,  is  the  best  form  of  Government  of  Bengal? 

Some  authorities  of  great  weight  recommend  an  autocratic  Governor,  or 
Lieutenant  Governor,  without  either  legislative  or  executive  council. 

1  cannot  think  this  a  possible  solution  of  the  difficulty.  I  have  known  some  of 
the  ablest  men  in  the  Bengal  service,  but  I  never  knew  one  who  could  reasonably 
hope  for  success  in  such  a  post. 

Let  anyone  imagine  the  condition  of  any  head  of  a  department,  in  this  or 
any  other  country,  deprived  of  all  the  light  which  is  thrown  on  a  subject  by 
counsel  and  discussion  by  equals  or  opponents  in  or  out  of  Parliament,  and 
required  to  dispose  of  a  case  simply  on  the  official  correspondence  with  his  own 
subordinates. 

Imagine  such  a  man  devising  a  scheme  of  education  or  irrigation,  of  police  or 
judicial  reform,  or  even  drawing  up  a  law  on  any  subject  affi^ctingmany  interests, 
with  no  aid  but  his  own  intellect  and  the  departmental  experience  of  the  secre- 
taries and  clerks  under  him.  No  one  who  has  ever  attempted  such  a  task  can 
doubt  the  certainty  of  his  failure. 

I  believe  the  fashionable  doctrine  that  an  autocratic.  Governor  or  Lieutenant 
Governor  is  a  good  or  possible  permanent  form  of  government  for  any  civilised 
and  settled  portion  of  India  to  be  altogether  erroneous.  Such  a  Government 
has  succeeded  as  a  temporary  expedient  in  a  newly  conquered  province,  where 
it  is  possible  to  give  really  uncontrolled  executive  power  to  any  one  man.  In 
such  a  position  it  is  the  natural  step  after  military  occupation,  and  may  endure 
for  a  longer  or  shorter  period  according  to  the  size  and  importance  of  the  pro- 
vince, but  the  possibility  of  entrusting  really  absolute  power  to  anyone,  however 
gifted,  speedily  ceases  in  any  province.  It  can  seldom  last  beyond  the  first  10 
years  after  conquest.  The  presence  of  half  a  dozen,  or  even  of  one,  really 
respectable  Englishman,  independent  of  the  Government,  is  apt  to  be  fatal  to 
the  efficiency  of  such  a  form  of  administration,  and  it  then  becomes  necessary 
to  develops  a  more  complex  system  which  shall  relieve  the  autocrat  of 
some  of  bis  powers   and  responsibilities,  and  aid  him   to  mature  and  carry 
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out  his  measures  through  men   who   are  not  bound   to   render    him  implicit 
obedience. 

This  has  been  done  gradually,  and  more  or  less  perfectly,  in  all  our  conquests, 
in  the  North  West  Provinces  and  the  Deccan  since  I8l7,  and  in  our  later  arqui- 
sitions  in  the  Punjab,  in  Sind,  in  Oude,  in  the  Central  Provinces,  and  in  Burmah, 
and  always  with  visibly  good  result. 

No  man  in  his  senses  would  now  propose  to  revert,  even  in  the  smallest  of 
these  provinces,  to  the  most  complete  and  most  successful  of  the  despotic 
•Governments  of  former  days,  when  all  civil  and  military  authority,  executive, 
judicial,  and  legislative,  was  wielded  by  one  man  of  consummate  ability,  the  late 
Sir  C.  Napier.  Some  may  sigh  for  a  return  to  the  days 'when  the  best  and  most 
energetic  civil  administrator  whom  the  Government  of  India  could  find  in  all 
India  was  selected  to  act  as  the  local  lieutenant  of  a  really  despotic  Governor 
General,  who  had  conquered  and  annexed  the  province,  who  knew  more  about 
it  and  its  wants  than  any  one  of  his  subordinates,  and  who  devoted  his  best 
attention  to  its  affairs.  But  such  an  experiment  can  never  be  repeated. 
Perpetual  infancy  of  civil  government  is  just  as  impossible  as  perpetual  re- 
conquest,  and  1  have  never  yet  met  the  man,  connected  with  the  recent  adminis- 
tration of  any  of  the  provinces  I  have  named,  who  seriously  proposed  any  practical 
steps  towards  rtcombining  functions  and  departments  in  their  administration 
which  had  once  been  severeit. 

We  have,  in  fact,  been  unconsciously  trying,  in  Bengal  itself,  for  some  years 
past,  and  with  the  most  disastrous  results,  the  very  system  which  it  is  now  pro- 
posed to  carry  still  farther  and  perpetuate. 

There  was  a  time  when  the  administration  of  Bengal  was  not  a  by-word  and 
reproach.  As  long  as  it  was  the  principal  object  which  occupied  the  Governor 
General  and  his  Council,  Englishmen  were  justly  proud  of  the  Bengal  adminis- 
tration, and  we  still  turn  to  the  Council  proceedings  of  those  days  when  English 
statesmen  like  Cornwallis  and  Sir  Philip  Francis  discussed  the  affairs  of  Bengal 
with  Indian  administrators  like  Warren  Hastings  and  Lord  Teignmouth,  if  we 
wish  to  show  a  foreigner  State  papers  on  Indian  aflfairs  which  will  bear  the  test 
of  time,  and  which  can  be  made  intelligible  to  men  unacquainted  with  local 
details,  as  the  record  of  a  great  and  successful  adniinistraiion. 

But,  for  the  last  60  years,  as  the  Indian  empire  grew,  Bengal  gradually  fell 
into  the  hands  of  a  single  administrator.  First  of  all,  the  Governor  General,  or, 
in  his  absence,  the  President  of  his  Council,  administered  Beiigal  at  such  odds 
and  ends  of  time  as  could  be  snatched  from  the  affairs  of  India  in  general,  aided 
in  this  hopeless  task  by  a  single  secretary  ;  and  latterly  the  Governor  General Fs 
share  of  the  administration  has  been  made  over  to  a  Lieutenant  Governor  with 
a  secretary,  and  latterly  two  secretaries,  to  help  him. 

Surely  it  cannot  be  said  that  concentration  of  functions  or  authority  could  go 
much  further  than  this. 

The  domestic  policy  and  administration  of  this  country,  bigger  and  more 
populous  than  France,  which  had  been  hard  work  for  Warren  Hastings  and 
Francis,  Cornwallis  and  Teignmoutlu  and  the  large  Councils  uhich  sat  and 
debated  with  them,  could  not  have  been  confided  to  fewer  hands  thau  those  of  a 
single  civilian. 

Nor  could  the  most  ardent  admirer  of  this  system  of  simplification  and 
"  unification,"  as  the  phrase  goes,  of  authority,  have  chosen  better  men  to  carry 
it  out.  The  fiercest  opponent  of  the  Bengal  Government  must  admit  that,  at 
the  time  of  their  several  Appointments,  no  men  stood  higher  in  general  estima- 
tion than  did  the  late  Lieutenant  Governor  and  his  predecessors,  as  inen  pecu- 
liarly fitted  for  such  a  post  by  their  great  talent,  wide  experience,  profound  and 
varied  departmental  and  Jocal  knowledge,  and  above  all,  by  their  habits  of  ruling. 
Probably  neither  Russia  nor  France  ever  afforded,  in  their  official  training,  such 
a  good  school  as  the  Calcutta  Secretariat  for  exercising  all  the  cabinet  functions 
of  autocratic  administrative  power. 
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It  seems  to  me  that  the  plan  now  proposed  to  us  will  s^gravate  every  one  of 
the  obvious  causes  of  the  Lieutenant  Governor's  difficulties  and  failures. 

I  would  advise,  instead,  a  return  to  the  old  system  of  a  Governor  with  authority 
in  all  domestic  matters,  such  as  Warren  Hastings  or  Lord  Cornwallis  possessed 
when  Bengal  coubtituted  almost  the  whale  of  our  Indian  en>pire,  and  aided,  as 
they  were,  by  Councils  possessing  the  weight,  not  only  of  individtial  ability,  but 
of  numbers  and  variety  of  experience. 

This  is  not  to  be  done  by  intruding  a  comer  of  the  Government  of  India  int)0 
the  domestic  aduunistration  o(  Bengal,  but  by  allowing  the  Governor  General  and  • 
his  Council  to  manage  the  really   Imperial  work  of  India,  and  by  leaving  the 
strengthened  Government  of  Bengal  the  time  and  power  necessary  for  their  still 
herculean  task  of  local  administration. 

As  to  the  precise  strength  and  organisation  which  should  be  giv^^en  to  such  a 
revived  Government,  I  would  adopt  the  model  of  a  division  of  our  empire  mit 
dissimilar  from  Bengal  in  size  and  population,  and  which  for  nearly  a  century 
has  been  remarkably  snccessful  in  a  career  of  constant  steady  progress  and 
improvement. 

The  task  of  governing  the  Madras  Presidency  differs  somewhat  in  its  peculiar 
diflSculties  from  that  of  governing  Bengal,  if  the  people  of  Bengal  are  the  more 
docile  race,  it  is  certainly  easier  to  leain  the  wants  and  wishes  of  the  native 
population  of  the  Madras  territory. 

If  the  Madras  army  adds  to  the  labours  and  responsibilities  of  the  Government, 
the  burden  so  imposed  is  not  greater  than  the  charge  of  such  a  dty  as  Calcutta; 
and,  upon  the  whole,  I  should  estimate  the  task  oJ  really  governJBg  Bengal  as 
quite  equal  to  that  of  governing  Madras. 

Whatever  may  be  said  in  favour  of  this  or  that  theory  of  local  Governmeat 
for  India^  there  can  be  no  doubt  that  we  have  no  actual  experiejsce  of  any 
Government  which  has  hitherto  been  tried  for  any  lengthened  period,  and  has, 
during  the  whole  tiuie,  been  more  uniformly  and  steadily  successful  than  that 
which  we  find  at  Madras.  Some  political  economists  may  denounce  the  Madras 
land  tenures,  some  may  sneer  at  the  comparative  slowness  of  change,  which  is 
the  natural  characteristic  of  a  population  mainly  agricultural ;  but  whatever 
defects  may  still  exist,  I  believe  that  no  impartial  judge  will  deny  to  Madras, 
some  special  excellencies  of  administration  which  are  lamentably  wanting  else- 
where in  India. 

I  know  no  part  of  India  where  the  whole  machinery  of  Government  pays  more 
attention  to  what  the  people— the  natives  of  the  country— think  and  desire.  Aft 
far  as  the  local  Government  can  secure  them,  there  is  a  good  police,  a  fair 
administration  of  justice,  an  improving  public  revenue,  comparatively  comfortable 
relations  between  natives  and  Europeans,  and  steady,  if  not  lapid,  improve- 
ment in  almost  every  branch  of  internal  government. 

There  can,  1  think,  be  no  question  that  the  work  of  the  Madras  Government 
comes  before  the  Government  of  India,  and  the  Secretary  of  State  in  a  mach 
more  complete  and  well  digested  form  than  that  of  any  other  division  of  the 
Empire. 

It  is  also  by  far  the  steadiest  and  most  consistent  Government.  It  is  very 
unusual  to  see,  in  the  proceedings  of  the  Government  of  Madras,  those  sudden 
and  violent  changes  of  policy  which  are  of  such  deplorable  frequency  in  other 
parts  of  India. 

Above  all,  the  Government  of  Madras  is  unquestionably  the  most  economical 
in  spirit.  The  Government  of  other  divisions  of  the  empire  may  be  less  costly  per 
head  of  the  population,  but  the  smaller  cost  is  alway?,  as  far  as  I  know,  in  such 
cases,  obtained  at  the  expense  of  comparative  efliciency  ;  and  nowhere,  1  believ^e, 
is  more  got  for  the  money  than  in  A^adras,  and  nowhere,  in  my  opinion,  is  the 
public  expenditure  directed  by  a  truer  spirit  of  economy  than  under  that  Govern- 
ment. 

For  all  these  characteristic  comparative  excellencies  I  can  find  no  special 
reason,  except  that  in  Madras  the  working  machinery  of  the  Government  has, 
for  many  years  past,  borne  some  sort  of  reasonable  propoftion  to  the  work  to  be 
done.  The  work  is  in  essentials  much  the  same,  the  agency  is  either  identical 
in  character  and  qualification,  or  very  similar.  It  differs  only  in  the  quantity 
employed,  and  I  can  find  no  reason  for  the  generally  uniform  success  of  the 
Madras  administration,  and  the  general  uniform  failure  of  the  adnjinistration  of 
Bengal,  save  the  very  obvious  one,  that  the  task  to  be  done  in  Madras  is  one 

which 


Digitized  by 


Google 


ADMINISTRATION  OF  BENGAL.  49 

whidi  rt'asonftbb  industay  and  energy  can  accomplish  with  the  machinery 
provided,  while  ia  Bengal  the  task  is  utterly  beyond  the  powers  of  any  human 
being. 

I  have  instanced  Madi'as  rather  than  Bombay, because  there  are  many  disturbing 
dements  in  any  comparison  with  the  latter  presidency,  to  which  the  excellencies 
or  defects  of  its  administration  may  be  attributed  ;  while  I  know  no  peculiarity  of 
good  or  evil  fortune  which  will  account  for  the  difference  observable  between  the 
average  results  of  administration  in  Bengal  and  Madras. 

I  am  aware  that  opinions  differ  as  to  the  share  which  the  Council  may  have 
had  in  producing;  such  results  at  Madras,  and  that  very  opposite  views  are  held, 
regarding  the  general  utility  of  Indian  Councils,  by  men  whose  opinions  are 
entitled  to  mucii  weight. 

According  to  our  rough,  unsystematic  English  way  of  looking  at  such  things,  it 
might  be  sufficient  to  show,  as  I  have  endeavoured  to  do  in  the  above  remarks, 
that  in  ihe  three  largest  and  most  populous  divisions  of  the  empire,  and  in  the 
only  three  in  t\hich  there  is  any  considerable  European  element  in  the  population, 
experience  is  all  in  favour  of  Councils.  Much  was  done  for  the  good  government 
of  Bengal  while  the  early  Governors  General  had  a  Council  which  took  part  in 
its  Government,  while  the  administration  of  Benjial  has  undoubtedly  been  unfor- 
tunate since  it  has  been  confided  to  the  hands  of  a  single  man.  On  the  other 
hand,  Madras  and  Bombay  have  had  a  fairly  good  and  progressive  Government 
with  the  aid  of  a  Council,  and  I  bplieve  most  men  who  have  had  experience  in 
the  Government  of  either  Presidency  would  consider  any  proposal  to  administer 
either  of  them  tJirough  the  agency  of  an  autocratic  governor,  as  simply  absurd4 

But  so  mtjch  has  been  ?aid,  and  by  such  high  authorities,  on  the  other  side, 
that  it  is  necessary  briefly  to  examine  the  arguments  for  and  against  Councils  in 
general. 

In  the  first  place,  the  argument  from  experience  may  be  challenged,  and  it 
may  be  said  that  we  have  experience  of  very  excellent  administrations  without 
Councils,in  the  Punjab  and  in  the  North- West  Provinces,  in  Oude,  in  the  Central 
Provinces,  and  in  Burmah. 

1  Ijave  already  admitted  that,  in  a  newly  conquered  province, 'this  autocratic 
form  of  administration  is  probably,  for  some  years  alter  the  conquest,  the  befet 
that  can  be  devised  ;  but  I  submit  that  sufficient  time  has  not  elapsed  in  any  of 
the  divisons  above  specified  to  enable  us  to  say  that  the  quasi-autocratic  form  of 
Government  is,  as  a  permanent  form,  better  suited  for  those  provinces  than  the 
form  which  has  given  many  generations  of  fairly  good  government  in  Madras  and 
Bombay. 

It  may  be  said  that  the  North- West  Provinces  are  an  exception,  that  they 
have  been  long  eiumgh  in  our  possession  to  test  this  question,  and  that  expe- 
rience there  is  all  in  favour  of  an  autocratic  Lieutenant-Governor. 

But  I  submit  that  some  generations  must  elapse  before  it  can  be  said  that 
experience  in  the  North-Westem  Provinces  c^m  be  received  as  proving  that  they 
might  not.  have  beea  much  better  governed  under  a  more  complex  system,  similar 
to  that  of  Madras  and  Bombay. 

One  thinj»  is  clear  from  the  example  of  the  North-West  Provinces,  whatever 
the  merits  or  defects  of  its  form  of  Government,  its  example  does  not  prove  that 
a  Government  untrammelled  by  Councils  gives  any  p.articular  strength  or  vigour 
tO;the  administration  in  the  maintenance  of  public  peace. 

No  admioiMration  could  have  been  more  surprised  by  rebellion,  none  could 
have  been  more  powerless  to  arrest  or  confront  it,  than  the  Grovernment  of  the 
North^Vest  Provinces  in  1857.  This  cannot  be  attributed  to  any  want  of  ability 
in  the  lieutenant  Governor  or  his  advisers,  for  they  were  all  among  the  ablest 
in  India,  and  I  do  not  say  that  a  Governor  and  Council  would  have  done  better; 
but  it  camnot  be  said  that  tlve  special  form  of  Government  in  the  North-West 
Provinces  gave  any  sort  of  special  facility  in  dealing  with  the  rebellion,  and  it  is 
at  least  open  to  argument  that  the  complacent  acquiescence  in  the  personal  views 
of  the  head  of  the  Government,  where  there  is  no  one  in  authority  to  discuss 
them  as  a  colleague,  was  a  fatal  element  in  blinding  the  Government  to  the  mine 
of  popular  discontent  which  so  suddenly  exploded. 

There  are  two  other  remarks  which  1  would  make  regarding  the  testimony  for 
and  against  Councils: — 

L  It  must  be  borne  in  mind  that  it  is  almost  impossible  for  our  subjects  in 
oJi.  H  2  India 
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India  to  tell  what  part  of  their  bad  or  good  government  is  due  to  ils  form. 
Hence  the  evidence  is  almost  of  necessity  exclusively  official,  and  official  judg- 
ment on  such  a  question  is  naturally  opposed  to  any  machinery  for  the  discussion 
of  measures.  It  is  very  rarely  that  a  good  and  conscientious  official  can  see  in 
discussion  anyad\antage  to  compensate  for  delay  in  the  disposal  of  business. 
The  lipening  and  perfection  of  a  measure,  on  which  its  success  and  permanence 
must  really  rest,  are  little  valued  unless  they  occur  in  ihe  regular  course  of 
official  correspondence,  and  are  never,  in  the  purely  official  estimate  of  value,  to 
be  compared  in  importance  with  the  clearance  of  the  file. 

2.  It.  must  be  also  remembered,  that  the  negative  evidence  of  a  successful 
administrator,  to  the  eflfect  that  he  could  manage  very  well  without  a  Council, 
can  rarely  be  held  to  be  conclusive.  The  thoughtful  consideration  of  any  great 
question  Irom  various  points  of  view,  which  constitutes  the  chief  recommendation 
of  discussion  in  Council,  may  be  and  is  accomplished  by  many  of  our  best  Indian 
administrators  without  any  formalities  of  an  established  assemblage.  I  could 
name  many  such  men  who,  from  their  accessibility,  and  tact  in  eliciting  opinions, 
would  never  be  wrong  as  to  the  popular  view  of  a  question.  Such  men  have 
their  Council  in  every  hunting  field,  and  by  the  side  of  every  village  well,  and  to 
such  men  a  formal  Council  may  be  a  useless  trammel;  but  such  gifts  as  they 
possess  are  very  rare,  and  I  believe  that,  to  a  great  majority  of  our  adminis- 
trators, the  necessity  for  their  consulting  other  opinions  than  their  own  is  the  only 
condition  on  which  you  can  entrust  them  with  great  powers. 

I  believe  tl>«t  nothing  is  more  erroneous  than  the  popular  notion,  of  a  great 
autocratic  administrator  as  a  being  able  to  enforce  his  own  views  when  at  variance 
with  the  com.mon  tense  of  those  affected  by  them.  Of  course,  a  strong  will  is 
one  essential  element  in  the  composition  of  any  successful  despot,  in  the  East  as 
well  as  in  the  West;  but  a  sympathetic  appreciation  of  what  his  people  really  in 
the  long  run  de.^ire,  or  will  tolerate,  is  even  still  more  needful ;  and  I  believe,  in 
this  respect,  that  Kunjeet  Singh,  or  Dost  Mahomed,  or  Mehmet  Ali,  did  not 
differ  much  from  modern  absolute  rulers  in  Russia  or  in  Fiance,  and  that  the 
real  source  of  their  power  was  the  same  as  that  which  has  been  wielded  in  our 
own  time  and  nearer  our  own  country,  and  under  a  very  diQ'erent  form  of  Govern- 
ment, by  Bismark  or  Cavour. 

We  cannot  be  too  observant  of  this  seeming  truism,  for  I  know  nothing  more 
likely  to  be  fatal  to  our  rule  in  India  than  the  autocracy  of  an  able,  well-inten- 
tioned man,  who  has  not  this  peculiar  aptitude  for  divining  the  wants  and  wishes 
of  the  people,  and  is  not  checked  by  colleagues  who,  to  be  of  real  use  to  him, 
must  often  be  inferior  in  everything  save  the  vis  inertia. 

1  bold  it  to  be  imposbible  that  any  single  man,  however  able,  accomplished, 
or  experienced,  should,  without  some  sort  of  Council,  successfully  direct  the 
Government  of  so  large  and  so  complicated  a  community  as  that  of  Bengal.  We 
have  no  experience  of  such  a  Government  continuing  for  two  generations  over 
such  a  country,  in  the  past  or  present  history  of  India,  nor,  as  far  as  I  know,  in 
the  history  of  any  other  country. 

The  advantages  which  I  should  expect  in  Bengal  from  such  an  organisation  of 
the  Government  as  exists  in  Madras  are  briefly  these : — 

1 .  Various  interests  would  be  better  represented  than  at  present.  Experience 
shows  us  that  no  considerable  interest  can  be  entirely  destitute  of  means  of  repre- 
sentation where  the  apparatus  of  Government  is  as  large  as  that  of  Madras  or 
Bombay ;  while  it  is  equally  certain,  from  experience,  that  very  important  in- 
terests may  be  quite  unrepresented  and  ignored  in  the  government  of  the  ablest 
and  most  laborious  Lieutenant  Governor. 

2.  Measures  would  be  better  discussed.  It  is,  of  course,  quite  possible  for  a 
strong  Lieutenant  Governor  to  obtain  much  light  in  this  way  by  inviting  discus- 
sion ;  but,  as  a  rule,  men  so  situated  do  not  invite,  nor  often  tolerate,  discussion 
if  they  can  help  it,  and,  as  a  rule,  their  measuKS  are  in  consequence  very  imper- 
fectly concocted. 

Of  course  there  are  exceptions.  A  Lieutenant  Governor  may  be  a  man  of 
genius,  and  every  man  of  great  eminence  in  the  public  service  is  a  sort  of  genius 
in  some  branch  of  his  duties;  but,  taking  the  ordinary  run  of  men  and  measures, 
the  work  of  a  Lieutenant  Governor  is  generally,  as  far  as  my  observation  goes,  so 
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deficient  in  those  elements  which  full  discussion  inoparts,  as  seriously  to  imp&ir 
its  lasting  qualities. 

3.  The  measures  would  be  not  only  belter  matured,  but  they  would  have  more 
stability,  partly  from  their  better  intrinsic  title  to  permanence,  but  more  from 
the  greater  difficulty  of  wanton  cliange  under  the  more  elaborate  form  of  govern- 
ment. 

Ihere  can  be  no  doubt  that  the  tendency  to  such  change,  which  is  one  of  the 
crying  evils  in  our  modem  Indian  system,  is  seen  in  its  most  aggravated  form 
where  the  Government  is  autocratic. 

Sometimes  we  see  every  Lieutenant  Governor  upset  the  favourite  measures  of 
his  predecessor,  almost  as  if  it  were  a  matter  of  course  and  conscience  to  do  so. 
This  is  sometimes  counteracted  by  securing  a  succession  of  men  of  the  same 
views  or  school  of  administration,  or  personal  friends  of  their  predecessors.  But 
there  are  always  objections  to  this  course,  which  is  sometimes  inconsistent  with 
the  selection  of  the  ablest  man,  and  the  administration  of  a  series  of  Lieutenant 
Governors  or  Chief  Commissioners  is  certainly  never  so  consistent  or  stable,  as 
that  of  such  Governments  as  Madras  and  Bombay. 

4.  The  Government  would  carry  infinitely  more  weight  and  be  more  respected. 
I  have  seen  this  proved  both  positively  and  negatively. 

In  an  up-country  community,  where  the  civil  and  non-official  European  com- 
munity bears  a  very  small  proportion  to  the  military  and  official,  it  is  quite 
possible  for  personal  ability  and  excellence  to  secure  for  the  possessor  a  fair  share 
of  popular  respect ;  but  this  is  not  the  case  in  a  community  so  large,  so  varied, 
or  containing  such  a  preponderating  non-official  element  as  that  of  Bengal.  Any 
man  >>ho  has  lived  long  enough  in  India  to  have  a  chance  of  success  as  auto- 
cratic Lieutenant  Governor  of  Bengal,  must  have  weak  points  in  his  armour, 
and  they  must  be  well  known  to  the  community  over  which  he  presides.  This 
knowledge  is  fatal  to  his  enjoying  the  sort  of  public  respect  which  even  a  very 
inferior  man  commands  as  Governor  at  the  head  of  a  full  Government  like  that 
of  Madras  and  Bombay,  and  the  defect  must  seriously  impair  his  utility  and 
efliciency  as  a  ruler. 

5.  It  would  be  possible  for  an  able,  well-intentioned,  and  industrious  man, 
with  such  aid  as  the  Governor  of  Madras  has,  to  govern  Bengal,  which  I  hold  to 
be  quite  an  impossible  task  for  any  human  beinjr,  either  under  the  present  system 
or  with  the  changes  advocated  by  the  majority  of  our  Council. 

For  all  these  reasons,  I  would  recommend  that  the  Government  of  India  should 
be  requested  to  submit  a  project  for  remodelling  the  Government  of  Bengal  as 
nearly  as  possible  on  the  footing  of  the  Government  of  Madras,  the  cost  of  which 
should  be  regarded  as  a  general  guide  in  drawing  up  the  scheme  for  the  Council 
and  Secretariat  of  Bengal. 

There  will,  of  course,  for  the  present,  be  no  provision  for  a  Commander  in 
Chief  as  a  member  of  the  Council  of  the  Governor  of  Bengal.  Besides  his  weight 
in  his  own  particular  province  as  a  military  authority,  the  Commander  in  Chief 
generally  is  a  valuable  addition  to  the  Council  in  other  ways.  He  generally  is 
apt  to  side  with  the  Governor  if  he  can,  and  to  support  his  authority,  and  he 
looks  at  questions,  if  not  from  an  English,  at  least  not  from  a  civilian  point 
of  view. 

Perhaps  the  best  substitute  for  a  Commander  in  Chief  in  a  Bengal  Council 
would  be  either  an  engineer  member  to  have  charge  of  railway  and  public  works 
questions,  or  the  Advocate  General  as  a  legal  member.  I  believe,  if  both  were 
in  Council  with  two  civilian  members,  the  Government  would  be  a  strong  and 
useful  one. 

I  will  now  notice  the  other  questions  on  which  the  Secretary  of  State's 
memorandum  calls  for  our  opinion.  On  the  first  question  my  opinion  is  stated 
above. 

(2.)  As  regards  Assam,  I  would  at  once  authorise  its  administration  being 
organised  as  a  chief  commissionership  under  the  Government  of  Bengal,  and  I 
would  place  under  the  Chief  Commissioner  of  Assam  all  those  districts  where  the 
prevalent  dialect  is  one  of  the  Indo-Chinese  or  monosyllabic  languages. 

I  would  retain  Behar  under  Bengal.  It  may  be  a  question  whether  it  would 
not  be  well  to  form  it  into  another  chief  commissionership  with  the  addition  of 
the  Sontal  country  and  Chota  Nagpcor ;  but  this  question  may  await  further 
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t^pnfiiideration  by  the  Goyemmeat  of  Bengal.  I  would  certainly  not  transfer  Beliar 
to  the  North- West  Provinces,  which  are  already  too  large  for  their  present  form 
ofgovemment. 

(3.)  I  would  abolish  the  Board  of  Revenue,  and  have  a  single  Financial  Com- 
missioner instead.  He  might  with  advantage  be  a  member  of  the  Governor's 
Council. 

(4.)  Tiie  Secretariat  should  be  at  leasi  as  large  as  that  of  Madras. 

(6.)  As  regards  the  subdivision  of  districts,  I  would  await  the  result  of  a  care- 
ful consideration  of  the  subject  by  the  Bengal  CJovernment.  I  would  aid  their 
deliberations  by  allowing  ihem  to  employ  a  Commission  composed  of  men  who 
are  practically  acquainted  with  district  work,  not  only  in  Bengal,  but  in  Madras, 
Bombay^  the  Punjab,  and  North- We«t  Provinces,  ai^d  who  should  be  allowed  to 
travel  so  as  to  judge  on  the  spot  of  the  eflfects  of  different  systems  in  different 
parts  of  India.  To  practical  men,  four  months'  travel  would  be  quite  sufficient 
to  enable  them  to  see  all  that  was  required. 

It  is  probable  that  the  report  of  such  a  Commission  might  be  found  very 
Taiiinble  in  revising  the  system  in  other  parts  of  India  besides  Bengal 

(6.)  I  would  keep  the  offices  of  judge  and  magistrate  separate,  equalizing  their 
salaries  so  as  to  allow  of  a  young  officer  electing  for  either  executive  or  judicial 
duties  before  he  becomes  head  of  an  office,  and  I  would,  when  the  election  has 
once  been  made,  not  allow  any  tTcmsfer  from  the  executive  to  the  judicial  branch, 
except  under  very  special  circumstances.  I  would  not  be  equally  strict  in  pre- 
venting transfers  from  the  judicial  to  the  executive  branch,  which  may  often  be 
desirable  for  reasons  of  public  convenience. 

(7.)  I  would  call  OB  the  Government  of  Bengal,  as  soon  as  it  has  been  reconsti- 
tuted^  to  report  what  measures  can  be  taken  to  attach  magistrates  for  a  longer 
time  to  their  districts.  I  believe  it  is  a  matter  which  must  to  a  great  extent  be 
left  to  the  diacretioii  of  the  local  government ;  but  an  effectual  remedy  may,  if 
necessary,  be  found  in  permitting  the  salary  of  the  lower  ranks  of  the  service  to 
depend  on  an  officer's  standing  in  the  service,  so  that,  for  instance,  the  pay  of 
every  officer  under  the  rank  of  a  permanently  appointed  magistrate  should  depend 
on  his  standing.  This  would  eliminate  one  great  cause  of  the  present  frequent 
changes,  but  it  would  not  entirely  prevent  them. 

(B.)  As  regards  changes  in  the  Police  and  Customs  Department,  I  would  await 
tsffgestions  from  the  Bengal  Government. 

(^  tiie  other  heads  of  tlie  Memorandum,  I  hope  to  wrii^  separately,  merely 
repeating  the  opinion  I  have  already  expressed,  that  the  measures  I  have  recom* 
mended  for  strengthening  the  Government  of  Bengal  in  no  way,  in  my  opinion^ 
affect  the  Govenmient  of  India  or  its  seat  of  Government,  further  than  they  will, 
1  hope,  render  it  more  possible  for  the  GoveiDor  General  and  his  Council  to 
attend  to  the  really  Imperial  interests  of  India* 

2nd  December  1867.  H.  B.  E.  Frere. 
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APPENDIX. 


Memobandum  by  Mr.  Uomidge. 

The  earKest  dates  from  which  the  growth  of  the  revenues  and  trade  of  India  can  be 
shown,  in  any  detail,  are  1792-93,  as  regards  revenue;  1795-96,  as  to  shipping;  and 
1802-3,  imports  and  exports. 

It  was  hoped  that  some  information  might  have  been  obtained  from  the  five  Reports  of 
the  Select  Committee  on  Indian  AflFairs,  1808  to  1812,  but  beyond  a  statement  of  tlie 
revenues  of  Bengal,  ^*a»  found  established  in  1765,  at  the  moment  of  the  territorial  acqui* 
sition  made  b v  the  Company,"  and  of  the  revenue  *^as  actually  realized  by  the  CcHnpanr 
in  1784,"  nothing  bearing  on  the  present  inquiry  appears. 

A  volume,  containing  *^  heads  of  Mr.  Dundas's  speeches  in  the  House  of  Commons,  on 
the  finances  of  the  East  India  Company  in  each  year  from  1788  to  1799,"  gives  the  totals 
of  die  revenues  of  India,  and  of  the  several  Presidencies,  from  1785-86,  seven  years 
earlier  than  the  detailed  statement  prepared  in  this  Department,  and  printed  by  tiie  House 
of  Commons  in  1855, 

The  growth,  both  of  the  revenues  and  trade  of  India,  since  1840,  is  set  forth  in  the 
^^  Statistical  Abstract  relating  to  British  India,"  presented  to  Parliament  at  the  beginning 
of  the  present  year. 


The  receipts  in  Bengal  for  1785-86 

„       „      1787-88 

1792-93 

1813-14 

„       „      1855-56* 

„      1865-66* 

Ditto  i&T  whole  of  India  for  1787-88 

„  „  1792-93 

1813-14 

>5  „  1855-56 

yy  n  1865-66 


£ 

4,989,178 

5,182,711 

5,512,761 

11,172,461 

19,279,436 

21,181,508 

6,311,ai7 

8,225,628 

17,228,711 

30,817,528 

48,939,290 


Anterior  to  1765,  the  provinces  of  the  East  India  Company  in  India  arose  principally 
from  duties  of  customs,  &c.,  and  were  comparatively  triflmg.  In  that  year,  by  the  grant 
of  the  Dewanny,  they  acquired  considerable  territorial  posseswons,  whereby  the  rerenuer 
were  greatly  augmented. 

Abstract  Statement  of  Annual  Eeven*e  of  the  several  Provinces  comprised  in  llt« 
British  Territorial  Acquisition,  in  Hindostan  in  1765  and  1784. 


Gross  and  Net  Rerenue,  as  found 

esUblished  in  1765,  or  at  the  Moment  of 

Territorial  Atquisidon  made 

by  the  Company. 

Gross  and  Ntt  Revenue,  as  actually 

leaUsed  to  the  Company  in  1 784,  after 

Nineteen  Years'  Pinancial  Adminisrrstioiu 

PBOTlinCEt. 

Grost  Rent. 

Charges  of 
Management 

as  then 
established. 

Net  Befcnue. 

Gross  Rent.. 

from 
the  Treasury 

beudes 
Sebundy,  &c. 

Net  Rent. 

Bei^:  Dewanny  land     - 

Ceded  IiuhI  ... 
Sdtland     -        .        - 

Us, 
S;S9,21,097 
41,17,105 
22,05,000 

8,85,822 
65,454 
deducted. 

Us, 

2,25,85,275 

40,51,651 

22,05,000 

Bs. 

1,37.20,683 

62,86,955 

54,60,000 

47,75,284 
11,93,064 
19,60,000 

Bs. 

89,45,399 
50,93,891 
35,00,000 

ToTAi,  Soubah  -    - 
Behar:  theSoubah - 
OriMa:   Midnapore  -        -        . 
Allahabad :  Benares  •        .        . 

2,92,43,202 
84,35,666 
14,33,657 
71,26,114 

4,01,276 
10,72,030 

2,75,010 
22,23,373 

2,88,41,926 
73,63,826 
11^647 
49,02,741 

2,54,67,638 

53,83,492 

8,73,355 

61,07,955 

79,18,348 
9,50,746 
2,10,000 

11,07,966 

1,75,39,290 

43^i,W7 

6,63,355 

40,00,000 

Total,  Bengal 
Circan         .        .        -        . 

4,62,38,829 
78,98,243 

39,71,689 
19,68,000 

4,22,67,140 
59,25,243 

3,67,72,440 
74,62,468 

1,01,87,048 
25,68,000 

2,65,85,892 
48,94,468 

ToTAf.,  British  Territory  - 

6,91,32,072 

59,39,689 

4,81,92^3 

4,42,34,908 

1,27^040 

3,14,79,860 

0.8k 


•  IndddiDK  North-Wot  ProTinees,  not  wpwaled  in  fornix  years  of  comptrison. 
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Statement  showing  ihe  Trade  of  India,  from  the  earliest  Date  for  which  iheie  are  Officiil 
Records,  comparatively  with  the  Years  1U55-&6  and  1865-66. 


Bengal 

Madras. 

Bombay. 

Total. 

Ybaes. 

SWr.. 

Tent. 

Ships. 

Tons. 

Ships. 

Tons. 

Ships. 

Tons. 

1802-08 
1865-66 
1866-66 

407 
4,161 
3,042 

149,894 
1,842,976 
1,794,046 

J  70 
12,053 
16,704 

75,635 
1,263,834 
2,237,810 

186 
21,479 
23,628 

78,071 
1,099,397 
2,099,687 

763 
37,693 
43,434 

301,600 
4,206,206 
6,131,448 

Note,-— The  above  figures  combine  the  shipping  entered  inwards  and  cleared  outwards.    The  trade  returns 
for  British  Burmabfor  1865-66  have  not  been  received,  and  are  consequently  not  shown  here. 


The  Imports  aad  Exports  uf  Merchandise  and  Treasure  into  and  from  India  for  the 
same  Periods  are  shown  as  follt^ws,  exchisive  of  the  Port  to  Port  Trade. 


YlARS. 

Imports  into 

% 

Bengal. 

Madras. 

Bombay. 

Total. 

1802-3          .... 
1866-56       .... 
1866-66       .... 

2,261,808 
13,338,660 
20,700,324 

£. 

960,003 
2,201,873 
4,494,265 

£. 
1,241,469 
9,704,369 
30,086,142 

£. 
4,443,280 
25,244,782 
66,2S0,731 

Ykaes. 

Eipor 

ts  from 

Bengal. 

Bladras. 

Bombay. 

Total. 

1802-3         .... 
1866-66       .... 
1866-66       -         -         .         - 

£. 
3,161,769 
13,049,836 
20,196,481 

£. 

463,416 
2,035,230 
7,769,016 

£. 
1,199,246 
8,564,869 
86,866,457 

£. 
4,814,421 
23,639,436 
64,830,963 

Staiement  showing  the  Trade  of  Calcutta, 


Entered   Inward. 

Cleared  Outward. 

Total. 

Ybars. 

Ships. 

Tons. 

Ships. 

Tons. 

Ships. 

Tons. 

1796-96       - 
1812-13       - 
1866-66       - 
1866-66       - 

170 

226 

1,212 

1,089 

67,696 

84,228 

668,373 

801,170 

184 

231 

1,201 

1,120 

67,786 

86,612 

•    649,019 

864,440 

854 

457 

2,418 

2,209 

125,481 

169,840 

1,807,892 

1,666,610 

Imports  and  Exports  into  and  from  the  Port  of  Calcutta  with  all  Foreign  and  external 

Ports  aud*all  Ports  in  India. 


YlAAS. 

Imports. 

Exports. 

1796-96   -         -         .         . 
1814-15    -         .         .         • 
1866-66    .... 
1866-66   .... 

£. 

974,258 

2,068,461 

14,114,858 

22,971,811 

£. 

1,982,494 

2,789,016 

12,668,250 

28,928,133 
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—  No.  9.  — 
Memorandum  by  Mr.  Maine. 

The  Secretary  of  State  for  India  has  done  me  the  honour  of  requesting  my 
views  on  the  recommendations  of  the  Special  Committee  of  his  Council,  appointed 
to  consider  the  best  means  of  improving  the  Government  of  Bengal.  From 
many  of  the  conclusions  of  the  Committee,  and  especially  from  those  which 
relate  to  the  Government  of  India,  I  am  compelled  to  dissent,  and  in  doing  so 
I  am  sensible  of  the  disadvantage  under  which  I  am  placed  by  the  authority 
justly  attached  to  the  names  of  the  gentlemen  who  have  signed  the  report.  At 
the  same  time,  tliis  disadvantage  would  be  heavier  than  it  is,  if  I  did  not  feel 
that,  in  diflFering  from  the  majority  of  the  Committee,  I  am  defending  the  policy 
of  the  present  Governor  General  at  a  point  at  which  1  have  reason  to  believe 
that  Sir  John  Lawrence  considers  that  policy  to  be  eminently  defensible. 

ITie  plan  of  the  Special  Committee  is,  substantially,  to  prevent  by  legislative 
enactment  the  Government  of  Jndia,  or,  at  all  events,  the  Governor  Generars 
Council,  from  ever  leaving  Calcutta,  and  to  commit  to  it  a  part  of  the  duties  now 
devolving  on  the  Lieutenant  Governor  of  Bengal.  I  venture  to  think  that  this 
plan,  if  carried  into  effect,  would  put  an  end  to  an  experiment  which  has  perfectly 
succeeded,  for  the  sake  of  trying  another  experiment  which  has  very  doubtful 
chances  of  success. 

The  observation  of  the  Committee,  that  the  annual  transfer  of  the  Government 
to  Simla  is  of  very  recent  growth,  is  calculated,  unless  qualified  and  explained, 
to  produce  false  impressions.  The  system  under  which  various  high  function- 
aries in  India  have  placed  themselves  during  the  worst  months  of  the  year  at  the 
healthiest  locality  within  the  circle  of  their  duties,  is  not  only  not  new,  but,  as 
time  is  counted  in  India,  is  even  old.  Ever  since  the  Punjab  became  a  province 
of  British  India,  its  Government  has  passed  the  hot  season  at  one  or  other  of  its 
hill  stations  ;  and  the  same  practice  has  been  followed  by  such  Commissioners  of 
the  Punjab  and  North- Western  Provinces  as  have  hill  stations  within  their  divi- 
sions. It  is  now  some  years  since  the  Government  of  the  North-Wcstern  Pro- 
vinces began  to  pass  the  hot  season  at  Nynee  Tal.  The  Government  of  Bombay 
has  long  placed  itself  during  the  hot  months  at  Mahableshwnr,  and  durintr  the 
rainy  season  in  the  medium  climate  of  Poonah.  I  am  less  accurately  informed 
respecting  the  Government  of  Madras,  but,  if  I  am  not  mistaken,  the  Governor 
and  one  or  more  members  of  his  Council^  are  generally  either  at  Ootacainund 
or  at  Bangalore  during  a  part  of  the  year.  In  fact,  the  only  exceptions  to  the 
rule,  as  applied  by  the  local  Governments,  have  occurred  in  the  case  of  the  Chief 
Commissioners  of  Oudh,  Burmah,  and  the  Central  Provinces,  who  have  no  hill 
station  in  their  territories,  and  in  that  of  the  Lieutenant  Gevernor  of  Bengal 
(though  here  the  exception  is  only  partial),  who  can  only  resort  to  the  singularly 
inaccessible  hill  station  of  Darjeeling. 

Now,  all  these  Governments,  thus  migrating  periodically  to  healthier  districts, 
are  Governments  directly  administering  the  territories  subject  to  them,  and 
directly  in  contact  with  the  people.  Any  objections  which  apply  to  the  removal 
of  the  Government  of  India  apply  with  manifold  greater  force  to  their  migration. 
Their  subordinates  must  have  been  long  since  discontented,  and  their  Native  staff 
disgusted.  The  miscarriages  of  administration  which  result  from  the  resort  of 
superior  officers  to  better  climates  for  a  few  months  must  have  long  since  obtruded 
themselves  upon  public  attention.  Is  this  so  ?  Are  not  some  of  the  most  suc- 
cessful Governments  in  India  among  those  which  have  husbanded  health  and 
nerve  by  the  practice  now  condemned  ? 

The  Government  of  India,  which  is  only^  controlling  and  superintending 
Government,  and  which  has  few  direct  relations  or  none  with  the  people,  and 
wliich,  therefore,  might  be  supposed,  h  priori,  to  be  in  a  position  to  adopt  the 
practice  first,  was,  in  point  of  fact,  the  last  to  adopt  it.  The  reason,  no  doubt,  is, 
that  the  residence  of  the  Supreme  Government  during  the  whole  year  in  the  plains 
has  long  since  become  a  fiction.  The  Governor  General  constantly  absented  him- 
self from  Calcutta,  on  the  plea  that  it  was  necessary  for  him  to  be  nearer  to  the 
parts  of  India  which  demand  the  close  attention  of  the  Supreme  Government. 
But  the  Government  of  India  was  still  supposed  to  remain  in  Calcutta,  because 
the  Governor  General's  Council  remained  there,  under  a  president  invested 
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thtorerically  with  the  full  powers  of  Governor  General  in  Council.  In  point  of 
fact,  however,  a  division  of  business  was  made  between  the  Governor  General  in 
the  Upper  Provinces  and  the  President  in  Council  at  Calcutta,  on  the  principle  of 
leaving  to  the  latter  all  business  which  was  of  a  simple,  routine,  and  common-place 
character.  Everything  which  was  of  importance  was  referred  directly  to  the 
Governor  General,  and  there  was  either  a  rule  or  an  understanding  if  any  matter 
which  came  before  the  President  in  Council  a^^sumed,  contrary  to  expectation,  the 
least  importance,  it  should  be  sent  on  to  the  Governor  General. 

When  Sir  John  Lawrence,  shortly  after  reaching  1  ndia,  determined  not  to  spend 
the  worst  month  of  the  year  in  Calcutta,  the  truth  is  imperfectly  stated  by  saying 
that  he  adopted  a  practice  which  had  become  habitual  with  Governors  Greneral. 
It  should  be  taken  into  account  that  he  began  to  act  upon  a  system  of  economising 
physical  and  mental  energy  which  he  had  seen  at  work  in  the  Punjab,  and  to 
which,  among  other  causes,  the  remarkable  success  of  the  Punjab  administration 
is,  no  doubt,  attributable.  If,  indeed,  he  had  done  no  more  than  this,  it  is  pro- 
bable that  his  proceediuos  would  never  have  been  adversely  criticised  ;  but  he  went 
a  step  further,  and,  in  exercise  of  the  power  conferred  on  him  by  Parliament,  he 
sumuioned  his  Council  to  accompany  him  to  the  Upper  Provinces  and  Simla.  I 
venture  to  assert  that,  in  taking  this  step,  he  e\  inced  his  customary  sagacity  and 
perspicacity.  He  put  an  end  to  a  costly  and  mischievous  fiction,  and  he  also 
restored  a  reality. 

This  langUHge  may  appear  too  strong  to  those  who  are  unaware  of  the  change 
which  has  taken  place  of  late  in  the  character  of  the  Governor  GeneraKs  Council, 
That  Council  is  no  longer  mainly  a  Council  of  Advisers.  It  has  become  an 
acrgregate  of  heads  of  departments,  and  it  resumes  its  former  consultative  function 
only  in  special  cases.  The  law,  in  effect,  permits  the  Governor  General  and  any 
one  membtr  of  Council  to  make  an  order  in  the  name  of  the  Government  of  India, 
and  it  further  allows  the  Governor  General  to  distribute  the  business  of  the 
Government  as  he  may  think  fit.  These  provisions  enabled  Lord  Canning  to 
establish  a  system  under  which  the  Government  work  is  divided  between  depart- 
ments, each  of  which  has  a  member  of  Council  at  its  head.  The  order  oF  Govern- 
ment is,  in  each  case,  suggested  by  the  member  of  Council  charged  with  the 
particular  department  to  which  the  case  belongs,  and,  if  confirmed  by  the 
Governor  General,  it  issues  at  once.  The  cases  submitted  to  the  full  Council  are 
only  those  of  special  importance,  or  those  in  which  the  Governor  Greneral  differ* 
from  the  initiating  member.  The  necessity  for  the  new  system  grew  out  of  the 
enormously  increased  (and,  I  may  add,  daily  increasing,)  business  of  the  Govern- 
ment of  India,  which,  without  some  such  arrangement,  could  never  be  disposed 
of  at  all.  It  was  further  rendered  inevitable  by  the  addition  to  the  Council  of 
two  English  members,  specially  appointed  to  discharge  certain  duties  which  they 
could  only  perform  in  the  capacity  of  heads  of  departments. 

Except,  therefore,  in  regard  to  matters  belonging  to  the  Foreign  Department, 
of  which  it  is  usual  for  the  Governor  General  himself  to  undertake  the  primary 
management,  the  severance  of  the  Governor  General  from  the  Council  dislocates 
the  whole  machinery  of  Government.  An  anomalous  form  of  the  old  and 
exploded  system  is  immediately  re-established.  I  was  myself  in  Calcutta,  as  a 
Member  of  Council,  during  the  absence  ol  Lord  Elgin  in  the  Upper  Provinces, 
in  the  summer  of  1863.  I  believe  it  to  be  impossible  for  any  human  arrange- 
ment to  have  worked  more  perversely.  Lord  Elgin  was  distinguished  by  remark- 
able caution^ — though  I  doubt  whether  his  caution  was  practically  greater  than 
that  which  any  man  comparatively  firesh  from  England  would  display  under 
similarly  vast  responsibilities, — and  all  or  most  important  matters  were  trans- 
mitred  by  him  over  a  distance  of  1,500  miles  for  the  opinion  of  his  Council.  The 
result  was  that  a  great  deal  of  work  was  done  twice  over,  and  a  great  deal 
not  done  at  all.  I  confidently  appeal  to  the  records  of  the  India  Office  for  proof 
of  the  value  of  the  new  system,  as  contrasted  with  the  old.  For  the  first  time, 
during  any  period  of  its  history  which  I  have  been  able  to  trace,  the  Government 
of  India  is  abreast  of  its  work  and  without  arrears,  and  this  too  in  face  of  an 
extraordinary  increase  of  business  during  the  present  Governor  Generalship. 
This  result  is,  no  doubt,  partly  owing  to  the  laborious  habits  of  Sir  John  Lawrence, 
and  to  his  great  knowledge  of  India.  It  is  also  partly  attributable  to  the  circum- 
atance  ihat  nearly  all  the  funerionaries  attached  to  the  Supreme  Government  enjoy  a 
fiiirly  good  climate  during  those  months  in  which,  aecording  to  my  experience, 
the  machine  of  Government  in  the  climate  of  Calcutta  works  at  half  power.     But 
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It  would  certainly  have  never  been  attained  unless  the  Governor  General  had  de- 
termined not  to  separate  himself  from  liis  heads  of  Departments  and  occasiomd 
advisers.  It  is  certainly  true,  that  few  Governors  General  could  so  well  dispense 
with  advice  or  assistance  as  the  present  Viceroy ;  but,  to  take  an  illustration,  how 
could  even  he,  in  a  large  number  of  ca^es,  have  made  orders,  withour,  in  the  first 
place,  assuring  himself  what  was  the  legal  form  and  bearing  of  the  order,  and,  in 
the  next,  what  it  would  cost.  In  other  words,  had  he  been  separated  from  his 
Council,  he  must  have  made  a  variety  of  references  to  the  legal  and  financial 
Members  of  his  Council,  who,  by  the  assumption,  would  have  been  at  Calcntta. 

I  submit,  then  that,  when  Sir  John  Lawrence  removed  his  Council  to  the  Upper 
Provinces,  he  merely  destroyed  a  fiction  which  threatened  to  impair  seriously  the 
efficiency  of  his  Government,  though  it  may  have  replaced  what  once  was  per- 
haps a  reality.  I  submit  further,  that  he  restored  a  reality.  It  is  not  to  be  sup- 
posed that  when  the  English  noblemen,  who  till  lately  occupied  the  Governor 
Generalship,  discharged  the  most  important  functions  of  the  Government  of  India 
at  some  point  in  the  Upper  Provinces,  they  acted  wholly  without  advice.  They 
were  in  fact  advised  by  their  secretaries.  But  the  Members  of  Council  have  now 
taken  the  place  of  the  former  secretaries,  though  their  responsibility  is  more 
distinct,  and  their  powers  somewhat  larger. 

These  arguments  would  be  met  at  once  if  it  were  said,  tliough  I  do  not  under- 
stand the  Committee  to  say  it,  that  the  object  of  these  proposals  is  to  keep  the 
complete  Governnaent  of  India,  that  is,  the  Governor  Genei-al  as  well  as  his 
Council,  at  Calcutta.  And  here  I  admit  most  fully  that,  if  it  can  be  shown  that 
the  interest  or  safety  of  the  British  Indian  Empire  requires  tiiat  the  Government 
of  India  be  conducted  on  the  banks  of  the  Hooghly,  all  questions  of  cUmate  dis- 
appear. It  may  be  unfortunate  that  work  so  serious  and  so  arduous  has  to  be 
transacted  at  a  place  condemned,  in  point  of  salubrity,  by  so  great  a  concurrence 
of  European  and  Native  testimony.  But  everything  is  to  be  preferred  to  mis- 
carriages of  policy  or  administration.  It  is  certain,  moreover,  that  certain  func- 
tionaries, such  as  the  judges  of  High  Court  and  the  gentlemen  attached  to  the 
Government  of  Bengal,  must  always  share  with  the  non-ofiicial  community  the 
disadvantages  of  Calcutta.  I  am  not  aware  on  what  evidence  the  assertion  of 
the  improved  salubrity  of  Calcutta  rests,  but  it  is  true  that  its  unhfalthiness  will 
have  much  less  fatal  consequences  when  a  railway  connects  it  with  the  foot  of 
the  hills  near  Darjeeling.  I  will  add,  in  passing,  that,  considering  the  great  mass 
of  Europeans  collected  in  Calcutta,  the  delay  in  the  construction,  or  rather  the 
completion,  of  this  railway  seems  to  be  a  legitimate  ground  of  complaint. 

But  I  cannot  allow  it  to  be  necessary  or  expedient  that  the  bi:»iness  of  the 
Supreme  Government  should  be  transacted  at  Calcutta  during  more  than  a  com- 
paratively small  portion  of  the  year. 

The  one  great  advantage  of  Calcutta,  which,  no  doubt,  it  shares  with  Bombay, 
consists  in  its  European  public  opinion.  1  hat  opinion  occasionally  assumes  forms 
which  do  not  admit  of  defence,  but  the  Supreme  Government,  if  entirely  with- 
drawn from  its  influence,  would,  in  my  judgment,  sacrifice  a  material  safeguard 
against  error.  But  we  must  be  careful  to  understand  what  is  meant  by  European 
public  opinion.  The  non^official  European  community  in  India  consists  of  ex- 
tremely busy  men,  and  there  is  not,  as  in  England,  a  class  which  has  leisure  enough 
to  make  politics  its  special  study.  On  all  questions  which  arise  on  subjects  analo- 
gous to  those  on  which  European  gentlemen  habitually  employ  themselves  their 
opinions  possess  very  great  value.  On  the  fiscal  and  financial  questions  with 
which  it  has  to  deal,  the  Supreme  Government  is  most  usefully  assi.^ted  by  the 
public  opinion  of  Calcutta,  and  so  also  on  all  legal  questions.  It  would,  in  my 
view,  be  a  great  misfortune  if  financial  legislation,  or  legislation  giving  sanction 
to  the  material  provisions  of  the  new  codes,  were  carried  on  at  a  distance  from 
the  Presidency  towns.  But  I  have  nev^r  observed  that  questions  of  the  good 
government  of  the  North -West,  the  Punjab,  the  Central  Provinces,  or  Oudh, 
attract  much  interest  in  Calcutta ;  and,  though  doubtless  valuable  opinions  on 
these  questions  may  from  time  to  time  be  read  in  the  newspapers,  these  are  the 
views  of  intelligent  and  observant  individuals,  and  cannot  in  any  reasonable  way 
be  identified  with  the  public  opinion  of  a  community  or  class. 

When  I  have  admitted  the  importance  of  the  mercantile  and  legal  opinion  of 
Calcutta,  and  have  stated  that  the  public  offices  there,  though  not  good,  are  some- 
what better  than  those  obtainable  at  Simla,  I  believe  I  have  summed  up  its  advan* 
tages.    On  the  military  importance  which  is  sometimes  supposed  to  belong  to  it, 
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and  to  make  it  peculiarly  fit  to  be  the  residence  of  the  Supreme  Government,  it 
would  be  foolish  in  me  to  offer  an  opinion;  but  it  is  to  be  remembered  that,  if 
nothing  more  is  intended  than  the  restoration  of  the  system  of  five  or  six  years 
since,  the  military  importance  of  Calcutta  has  to  be  maintained  in  the  teeth  of 
the  feet  that  the  Commander-in-Chief  was  practically  never  there,  and  the 
Governor  General  as  little  as  he  could  help.  Yet  surely  these  arc  the  two 
members  of  Government  whose  presence  is  imperatively  required  at  the  place 
most  important  in  a  military  crisis. 

The  heavy  disadvantages  of  Calcutta,  considered  as  the  permanent  seat  of  a 
Government  whose  principal  employment  must  always  be  the  watching  and  con- 
trolling parts  of  India  which  are  far  away  from  Bengal,  and  wholly  unlike  it,  have 
now  to  be  stated.  It  has  alwaysseemed  to  me  that  the  peculiar  badness  of  the  climate 
of  Calcutta  has  been  rather  favourable  than  otherwise  to  its  pretensions,  since  it 
has  drawn  away  attention  from  far  more  serious  objections. 

I  place  first  among  those  disadvantages  the  fact  that  everything  in  Bengal  is 
wholly  uncharacterisiic  of  the  rest  of  India.  I  do  not  lay  any  stress  on  the  Per- 
manent Settlement,  for  doubtless  1  might  be  answered  that  it  would  be  a  good 
thing  if  the  Bengal  Permanent  Settlement  were  extended  over  the  whole  country. 
But  surely  it  is  a  fact  of  primary  importance  that  the  fundamental  institution  of 
India,  the  village  community,  is  almost  entirely  broken  up  in  Bengal  Proper, 
and  never  existed  at  all  in  the  Indo-Chinese  territories  abutting  on  it.  It  is  also 
beyond  doubt  that  both  the  best  and  the  worst  qualities  of  the  Bengalees  make 
them  a  people  by  themselves.  They  are  very  receptive  of  foreign  ideas,  compa-* 
ratively  little  sensitive  to  attacks  on  their  religion,  remarkably  alive  to  the  advan- 
tages  of  education,  and  wonderfully  well  versed  in  law,  and  keenly  conscious 
of  their  legal  rights;  on  the  other  hand  they  are  wholly  unwarlike,  all  but 
incapable  of  physical  resistance,  and  less  industrious  and  less  veracious  than  the 
population  of  the  rest  of  the  country.  The  greatest  mistakes  which  the  British 
Government  in  India  has  committed  were,  in  my  judgment,  committed  under 
the  influence  of  the  Native  opinion  which  is  the  product  of  these  peculiarities 
of  character.  For  it  may  be  asserted,  though,  of  course,  1  myself  only  assert  it 
on  the  authojaty  of  persons  infinitely  better  able  than  I  am  to  form  such  conclu- 
sions, that  if  the  propositions  I  have  laid  down  respecting  the  Bengalees  were 
reversed,  and  if  a  negative  were  inserted  in  each  of  them,  the  true  character  of 
the  remainder  of  the  natives  of  India  would  be  expressed  with  tolerable  accuracy. 
If  the  entire  Government  of  India  remains  at  Calcutta,  it  will  nearly  always  con- 
sist, we  must  remember,  of  four  Englishmen  trained  in  England,  and  of  three 
members  of  the  Civil  and  Military  service,  of  whom  two  will  generally  be  civi- 
lians  acclimatized,  and  therefore,  proof  against  the  Bengal  climate,  but  with  little 
experience  beyond  Bengal  or  even  Calcutta.  I  can  scarcely  conceive  delusions 
more  fatal  than  those  which  the  associations  of  Bengal  Proper  are  likely  to  pro- 
duce in  the  mind  of  a  Government  thus  constituted. 

It  may  be  said,  however,  that  as  Calcutta  is  now  accessible  by  railway  from 
almost  all  India,  the  presence  of  natives  of  rank  from  other  provinces  will  neu- 
tralise the  effect  of  the  local  opinion  of  Bengal.  But  here  I  have  to  call  atten- 
tion to  a  fact  which  has  lately  obtruded  itself  on  our  attention,  but  which  may 
have  been  masked  until  recently,  through  the  inaccessibility  of  Calcutta  other 
wise  than  by  a  mode  of  approach  unavailable  to  most  natives.  Whether  the 
opinion  of  the  unhealthiness  of  Calcutta  which  prevails  among  Englishmen  be  or 
be  not-reasonable,  it  is  quite  certain  that  it  prevails  in  a  far  more  decided  form 
among  all  natives,  not  Bengalees.  In  them,  dislike  of  the  Calcutta  climate 
amounts  to  positi\e  teiTor.  We  have  found  that,  through  this  feeling  alone,  so 
much  of  the  experiment  begun  under  the  India  Councils  Act  of  1861  as  consists 
in  bringing  natives  of  rank  into  the  Legislative  Council  has  practically  failed. 
We  either  cannot  get  or  cannot  keep  the  men  we  want.  After  stating  this  fact, 
I  do  not  really  know  whether  it  is  necessary  to  add  anything  to  the  case  against 
Calcutta.  What  worse  can  be  said  of  a  city,  claiming  to  be  a  capital,  than  that  the 
vast  majority  of  those  who  are  to  be  ruled  from  itwill  not  approach  it,  if  they  can  find 
a  pretext  for  staying  away,  and,  if  forced  to  come,  will  get  away  as  soon  as  possible? 

The  special  committee  have  asserted  that,  in  departing  from  Calcutta,  the 
Government  deprives  itself  of  the  advantages  of  contact  with  a  mass  of  official 
ability  collected  in  Calcutta.  I  confess  I  do  not  understand  the  observation. 
Nobody  can  have  a  greater  respect  than  I  for  the  judges  of  the  High  Court,  and 
the  members  of  the  Bengal  Secretariat,  who  are  apparently  the  functionaries 
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referred  to,  but  I  venture  to  think  that  the  official  staff  of  the  Supreme  Govern- 
ment, which  it  now,  by  the  assumption,  carries  with  it  to  the  Upper  Provinces, 
ought  to  be  taken  into  uccount.  But,  beyond  this,  I  da  not  hesitate  to  assert 
that  more  ludian  officials,  and  those,  too,  from  the  provinces  which  claim  the 
especial  care  of  the  Supreme  Government,  are  to  be  met  with  in  Simla  in  a  fort- 
night than  in  Calcutta  in  six  months.  This,  I  submit,  is  the  natural  result  of 
the  difference  between  a  place  which  everybody  will  visit  if  he  can,  and  a  place 
which  nobody  will  visit  if  he  can  help. 

The  Committee  have  also  remarked  that  tiie  climate  of  Simla  is  hateful  to  the 
Native  officials  who  accompany  the  Government  to  the  hills.  I  venture  to  ask, 
on  what  evidence  this  proposition  rests.  I  attach  no  especial  importance  to  the 
fact  that  I  myself,  and  other  members  of  the  Goverument,  have  put  the  question 
to  the  Native  clerks,  and  have  received  the  directly  contrary  answer,  for  doubtless 
it  could  be  said  that,  under  such  circumstances,  the  only  reply  to  be  expected 
would  be  one  agreeable  to  the  questioner.  But  it  is  very  significant  that  the 
Native  newspapers  of  Calcutta,  which  strongly  object  to  the  migration  of  the 
Supreme  Government,  as  being  detrimental  to  the  interests  of  Calcutta,  have 
never,  according  to  my  observation,  hit  upon  this  particular  grievance,  though  the 
Native  clerks  are  almost  all  Bengalees,  and  much  connected  with  the  Bengalee 
press.  In  fact,  the  Native  newspapers  write  as  if  the  movement  to  Simla  was,  on 
the  part  of  everybody  concerned  in  it,  an  excessive  sacrifice  to  luxury.  The 
true  state  of  Native  opinion  with  regard  to  those  cooler  stations  in  the  hills  with 
which  the  natives  have  recently  become  acquainted,  I  believe  to  have  been  given 
by  a  colleague  and  friend  of  mine.  Rajah  Deo  Narain  Singh,  of  Benares,  to  whom 
I  was  lamenting  the  break-down  of  the  native  portion  of  the  Legislative  Council. 
He  stated  that,  while  the  hill  climates  are  disliked  by  poor  natives,  who  can 
only  command  insufficient  clothing  and  shelter,  among  natives  of  position  and 
tolerable  means, — with  whom  the  Supreme  Government  comes  mostly  in  con- 
tact,— these  climates  enjoy  a  reputation  for  salubrity  at  least  equal  to  their 
character  among  Englishmen.  This  gentleman,  with  others,  was  most  anxious 
that  the  Legislative  Council  should  be  held  at  Simla  rather  than  Calcutta.  And 
it  is  certain  that  the  number  of  opulent  natives  who  resort  periodically  to  the 
hills  is  on  the  increase. 

The  Committee  also  comment  on  the  discontent  alleged  to  be  produced  in  the 
minds  of  the  officials  left  to  work  in  the  plains.  I  do  not  happen  to  have  heard 
the  observation  made  in  India,  and,  if  the  fact  be  so,  it  must  be  of  old  date,  con- 
sidering the  number  of  local  governments  who  have,  for  many  years,  resorted  to 
hill  stations.  As  regards  the  Covenanted  Civil  Service,  I  should  venture  to 
suspect  that,  if  the  feeling  e^cists,  it  is  confined  to  the  comparatively  few 
functionaries  who  have  risen  to  the  top  of  a  branch  of  their  service  which 
necessarily  discharges  its  duties  in  some  hotter  climate.  It  is  not  very  consistent 
with  human  nature  that  the  bulk  of  the  service  should  take  this  view.  I  can 
scarcely  conceive  a  profession  being  discontented  because  some  new  element  of 
value  is  added  to  its  prizes.  The  members  of  my  own  profession  would  certainly 
never  grumble  if  the  judge's  lodgings  on  circuit  were  rendered  more  commodious 
or  salubrious,  and  the  prospect  open  to  a  member  of  the  Civil  Service  of 
succeeding  to  the  Secretariat  of  the  Government  of  India  or  the  Council  is 
decidedly  better  than  the  chance  of  any  given  barrister  of  succeeding. to  the 
Bench. 

I  do  not  think  I  am  called  upon  to  reply  to  the  argument  that  the  salaries  of 
the  Members  of  Council  (I  understand  the  Committee  to  exclude  the  Governor 
General)  are  given  them  to  be  spent  in  Calcutta.  If  this  can  be  established  of 
course  those  salaries  should  be  reduced.  But  I  doubt  whether  the  members  of 
Government  who  have  families  with  them  in  India,  and  proportionate  establish- 
ments, would  allow  that  two  houses  are  cheaper  than  one. 

The  question  should  not  be  decided  by  conjecture,  as  there  are  sufficient  facts 
to  decide  it.  After  an  experience  of  four  years,  the  members  of  the  Supreme  . 
Government  are  alive,  which  is  something,  and  their  work  is  in  a  more  forward 
state  than  it  ever  was  before.  The  Committee  have  observed  that  the  extension  of 
railway  communication  has  rendered  the  local  position  of  Calcutta  unimportant. 
This  observation  seems  to  me  to  point  to  the  truth  respecting  Simla.  Simla  and 
Calcutta  are  simply  two  Indian  cities,  of  which  each  has  its  advantaged  and  dis- 
advantages. Calcutta  has  at  present  a  slight,  though  only  a  very  slight,  advantage 
in  point  of  accessibility ;  but  when  the  itiilway  is  completed  to  Umballah,  which  it 
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very  dhortly  will  be,  Ae  advantage  in  accessibility  from  the  greatest  part  of  India, 
will  be  decidedly  with  Simla.  Calcutta  is  protected  by  the  sea,  and  by  the  unwar- 
like  population  surrounding  it;  Simla,  by  the  great  military  station  which  I  have 
just  uieutioned,  which  always  contains  European  troops  enough  (to  quote  the 
opinion  of  a  high  military  authority)  to  march  not  only  from  one  end  of  India  to 
another,  bat,  if  necessary,  into  Central  Asia  or  Persia.  Simla  is  much  nearer  to 
the  real  work  of  the  Government  of  India  than  is  Calcutta,  and  enjoys  a  climate 
much  more  favourable  to  European  health  and  to  official  labour,  but  it  is  without 
the  advantage  of  unofficial  mercantile  and  legal  opinion.  The  real  question,  I 
submit  is,  whether  all  advantages  have  not  been  combined  by  the  system  which 
Sir  John  Lawrence  has  inaugurated. 

I  am,  however,  very  far  from  denying  that  the  system  might  be  improved. 
While  I  confidently  maintain  that  all  natives  not  born  in  Bengal  would  infinitely 
prefer  coming  to  Simla  than  to  Calcutta,  and  while  I  assert  that  the  practice  of 
visiting  the  hilb  for  health  is  increasing  among  wealthy  natives,  I  feel  the  full 
force  of  the  objection,  that  neither  Simla  nor  C^alcutta  attracts  in  sufficient 
numbers  the  natives  of  those  provinces,  for  whose  peace  and  good  government  the 
Govemment  of  India  is  likely  for  long  to  be  held  especially  responsible.  Assuming, 
therefore,  the  complete  removal  of  the  capital  to  be,  for  the  present,  out  of 
the  question,  I  take  the  liberty  of  calling  attention  to  an  experiment  which 
Lord  Elgin  was  on  the  point  of  trying  when  he  was  overtaken  by  death.  A 
standing  camp  had  been  established  in  the  neighbourhood  of  Lahore  ;  and  there 
Lord  Elgin  intended  to  assemble  both  the  Executive  and  the  Legislative  Councils. 
I  venture  to  suggest  that,  at  the  beginning  of  the  cold  season,  such  a  camp  should 
be  prepared  near  each  of  the  great  native  cities  in  turn;  that  the  Supreme 
Government,  descending  from  the  hills  somewhat  sooner  than  at  present,  should 
be  received  in  it,  and  should  then  proceed  with  such  legislation  as  would  more 
especially  affect  native  interests,  reserving  for  (Calcutta,  which  would  be  visited 
afterwards,  th€  discussion  of  the  budget,  and  of  such  provisions  of  the  codes  as  are 
intended  for  general  application.  Natives  of  India  in  any  number  would  resort  at 
&at  season  to  Lahore,  Agra,  Delhi,  Lucknow,  or  Benares;  and  there  could  be 
no  better  opportunity  fur  holding  thf)se  congresses  of  Governors,  Lieutenant 
Governors,  and  Chief  Commissioners,  which  have  been  recommended  by  high 
authority  as  the  best  preservative  against  that  inter-provincial  friction,  which  lias 
become  so  annoying  of  late  years.  The  Supreme  Government  of  India  would 
thus  become  peripatetic.  If  it  be  objected  that  there  is  no  example  of  such  a 
government,  I  answer  first,  that  tfie  fact  is  Udt  so,  since  almost  all  governments 
originating  in  the  conquest  of  hot  countries  by  persons  born  in  a  cooler  climate 
have  been^  as  a  matter  of  history,  more  or  less  peripatetic,  and  that,  even  if  the 
objection  were  well  founded,  the  British  Empire  in  India  is  too  novel  and  extra* 
ordmary  an  experiment  to  be  dependent  on  any  precedent,  except  those  which  its 
own  experience  furnishes.  I  would  ask  whether  such  a  system  as  1  have  described 
would,  in  truth,  be  more  than  an  adaptation  of  the  old  progresses  of  the 
Governor  General  to  the  circumstances  and  condition  of  the  India  of  the  present 
day. 

If  the^e  arguments  should  not  prevail,  and  if  the  Secretary  of  State  should  be 
of  the  Committee's  opinion,  that  the  Governtrr  General  need  not  necessarily 
remain  during  most  of  the  year  at  Calcutta,  but  that,  on  the  other  hand,  a  part  of 
the  business  of  the  Government  of  India  should  always  be  transacted  in  that  city, 
I  would  suggest  that  much  the  best  plan  would  be  to  enable  the  Government  of 
India  to  delegate  certain  of  its  functions  to  some  one  of  its  meinbers,  not  l)eing 
the  Governor  General.  The  duties  allotted  to  the  President  in  Council  are 
eminently  of  a  kind  best  discharged  by  a  single  individual,  and  not  a  body  of  five 
or  six  persons.  They  are  mostly,  as  I  have  explained,  of  a  simple  and  common* 
place  character,  and  there  is  an  understanding  that  all  questions  incidentally 
assuming  importance  shall  be  referred  to  tlie  Governor  General.  A  council 
rather  embarrasses  than  expedites  the  transaction  of  this  sort  of  busine^is.  Its 
proper  place  is  in  assisting  the  Governor  General  to  dispose  of  difficult  and 
important  questions,  not  in  helping  the  President  to  get  through  matters  which 
are  comparatively  easy  and  immaterial.  Any  other  view  seems  to  me  to  lead  to 
the  conclusion  that  the  Council  ought  to  be  abolished. 

The  plan  of  the  committee,  so  far  as  it  pro])ose8  to  compel  a  part  of  the  busi- 
ness of  the  Supreme  Government  to  be  dischared  at  Calcutta,  would  certainly 
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effect  its  object ;  but  I  may  be  permitted  tg  doubt  whether  it  v¥ouId  in  any  way 
relieve  the  IJeutenant  Governor  of  Bengal. 

It  is  quite  true  that  the  questions  arising  out  of  the  interests  and  claims  of  the 
European  merchants  and  settlers  in  Bengal  are  among  the  most  important  and 
difficult  of  tliose  which  have  to  be  dealt  wiih  in  India.  It  is  true,  also,  that 
large  numbers  of  these  merchants  and  settlers  are  more  or  less  connected  with 
Calcutta,  either  by  living  there,  by  having  their  place  of  business  tliere,  by 
frequently  resorting  thither,  or  by  having  relations  with  a  Calcutta  agent  or 
principl.  But  it  is  not  true  that  the  questions  of  which  I  have  admitted  the 
difficulties  arise  in  Calcutta  itself,  or  have  anything  to  do  with  Calcutta  itself, 
which  is  sufficiently  well  managed,  judicially  and  administratively,  by  the  High 
Courts  the  magistrates,  and  the  municipality.  These  questions  have  nearly  ex- 
elusive  reference  to  matters  of  which  the  Province  of  Bengal,  outside  Calcutta, 
js  the  theatre.  Questions  of  contract,  questions  of  tenure,  questions  of  coolie 
employment  and  emigration,  questions  of  public  works  and  reclamation,  are  not 
Calcutta,  but  Mofussil  questions.  As  I  understand  the  plan  of  the  committee, 
the  persons  of  the  Europeans  are  to  be  under  the  Government  of  India ;  but 
their  interests,  and  the  superintendence  of  all  matters  with  which  they  are  con- 
cerned, are  to  be  in  the  charge  of  the  Lieutenant  Governor  of  Bengal.  This, 
at  least,  is  the  meaning  which  I  attach  to  a  proposal  for  separating  the  city  of 
Calcutta  from  the  jurisdiction  of  the  lieutenant  Governor,  and  committing  it  to 
the  Government  of  India. 

At  present  all  Bengal  questions,  and  far  the  most  difficult,  and  probably  the 
most  numerous  of  these  are  questions  in  which  Europeans  are  concerned,  are, 
in  the  first  instance,  disposed  of  by  the  Lieutenant  Governor.  They  then  come 
before  the  Government  of  India,  either  on  the  call  of  that  Government,  or  on 
reference  by  the  Lieutenant  Governor,  or  on  the  complaint  of  persons  or  bodies 
alleging  themselves  to  be  aggrieved.  The  Supreme  Government,  therefore, 
occupies,  so  to  speak,  the  position  of  an  appellate  judge,  and  in  that  capacity 
decides  these  questions  so  far  as  they  admit  of  final  decision.  But,  under  the 
system  of  the  committee,  as  I  interpret  it,  a  European  aggrieved  will  first  com- 
plain to  the  Supreme  Government,  which  viill  then  address  the  Lieutenant 
Governor,  and  a  long  correspondence  will  ensue.  While  both  Governments  will 
thus,  as  it  seems  to  me,  be  placed  in  a  false  position,  it  appears  quite  impossible 
that  the  work  of  either  of  them  will  be  diminished.  The  Government  of  India 
will  be  forced  to  go  into  the  details  of  many  matters  which  at  present  never  pro- 
ceed beyond  the  Lieutenant  Governor ;  and  the  Lieutenant  Governor,  without 
having  his  responsibilities  a  whit  diminished,  will  be  compelled  to  enter  into 
premature  explanations. 

A  more  serious  result  of  placing  the  persons  of  the  European  community 
under  the  Supreme  Government,  while  their  interests  remain  under  the  Lieu- 
tenant Governor,  will  be  the  moral  effect  on  the  Government  of  India.  It  will 
become  thoroughly  mixed  up  with  locid  Bengal  questions,  which  are,  unhappily, 
questions  for  the  most  part  between  the  races,  and  thus  it  is  far  from  unlikely 
tiiat  it  will  become  a  violent  partizan  either  of  European  or  of  Native  interests, 
and  will  entirely  cease  to  be  animated  by  the  wholesome  spirit  of  compromise 
and  mediation*  It  may  be  taken,  too,  as  certain  that  impatience  of  the  control 
of  the  Government  of  India  will  be  greatly  increased  in  the  Southern  and 
Western  Presidencies.  The  Government  of  India  grew,  historically,  out  of  the 
supremacy  of  one  province  over  the  other ;  and  in  Madras  and  Bombay  every 
unpalatable  order  is  still  stigmatized  as  a  piece  of  Bengal  tyranny.  Under  the 
new  system,  there  would  be  real  reason  for  suspecting  that  the  whole  action  of 
the  Supreme  Government  was  coloured  by  Bengal  prejudices. 

There  would  be  much  difficulty,  though  not  perhaps  insuperable  difficulty,  in 
severing  Calcutta  from  the  province  of  Bengal.  The  Supreme  Government  has 
no  agency  for  direct  administration  in  regulation  Provinces,  and  a  miniature 
covenanted,  uncovenanted,  and  educational  service  would  have  to  be  created  for 
Calcutta,  whose  relation  to  the  Bengal  services  it  would  be  by  no  means  easy 
to  settle.  Again,  what  is  Calcutta  ?  Is  it  confined  to  the  space  within  the 
*^  Mahratta  Ditch  ?"  If  it  is,  the  large  neighbourhoods  growing  up  round  the 
great  railway  termini  at  Howrah  and  Sealdah  will  be  excluded,  as  also  will  be 
we  wealthy  and  populous  suburbs  of  Ballygunge  and  Garden  Beach.  If  these 
be  included,  tiie  very  serious  step  of  extending  the  limits  of  the  ordinary 
original  jurisdiction  of  the  High  Court  will  have  to  be  taken,  and  even  then 
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the  large  class  of  European  gentlemen  who  live  at  a  distance  from  Calcutta, 
and  come  in  to  business  by  the  railway,  will  have  to  be  provided  for.  la 
short,  even  if  the  scheme  of  the  committee  be  founded  on  sound  policy,  it 
will  be  hardly  possible  to  give  eflPect  to  it  by  any  expedient  short  of  giving 
the  Government  of  India  an  administrative  authority  over  all  Europeans  in 
Bengal,  of  the  same  kind  as  (he  criminal  jurisdiction  of  the  High  Court  over 
iheir  persons. 

If  the  principal  recommendatioa  of  the  special  committee  prevails,  I  have  no 
objection  to  state  to  their  minor  suggestions.  But,  if  this  recommendation  be 
not  accepted,  I  venture  to  urge  the  serious  consideration  of  the  expediency  of 
establishing  a  full  Government  in  Bengal,  like  that  of  Madras  and  Bombay.  If 
there  be  one  province  fitter  than  another  for  such  a  Government,  it  seems  to  me 
to  be  Bengal  Proper,  severed  as  it  is  from  the  re-t  of  India  by  the  character  of 
the  races  inhabiting  it,  by  its  peculiar  revenue  settlement,  and  by  its  special 
material  interests. 

A  full  Government  means  a  Governor  in  Council,  who,  as  the  law  stands,  may 
be  substituted  for  the  Lieutenant  Governor  at  any  moment  by  the  Secretary  of 
State.  But,  to  meet  the  possible  objection  that  an  active  administrator  might  be 
embarrassed  by  a  Council,  1  would  settle  legislatively  the  relations  of  the 
Governors  of  the  minor  Presidencies  to  their  Councils,  which  relations  appear 
to  me,  in  the  present  state  of  the  law,  to  be  very  indeterminate. 

I  am  hound  to  state  my  impression  that  Sir  John  Lawrence  has  doubts  of  the 
expediency  of  establishing  a  full  Government  in  Bengal,  and  I  do  not  think 
I  misrepresent  the  ground  of  his  doubts  by  describing  it  as  follows.  The 
Governor  General  has  observed  a  tendency  in  English  opinion  to  hold  the 
Government  of  India  responsible  for  miscarriages  of  administration  on  the  part 
of  local  Governments,  to  a  much  greater  extent  than  was  at  all  suspected  in 
India.  He  doubts  whether  he  could  exercise  the  authority,  which  ought  to  be 
co-extensive  with  his  responsibility,  over  a  Governor,  who  may  be  an  English 
nobleman,  and  who  will  have  a  Council  at  his  back,  as  easily  as  over  a  Lieutenant 
Governor. 

The  fact  that  English  opinion  does  not  coincide  with  Indian  views  as  to  the 
relative  responsibiliiies  of  the  Supreme  and  local  Governments  seems  to  me 
unquestionable.  Nothing  has  struck  me  more  forcibly  during  my  present  resi- 
dence in  England.  While  we  in  India  are  apt  to  confound  Governorships, 
Lieutenant  Governorships,  and  even  Chief  Commissionerships,  under  the  common 
name  of  local  Governments,  public  opinion  here,  while  it  recognises  the  Governor 
General  and  the  Governors,  knows  nothing  whatever  of  Lieutenant  Governors, 
of  chief  commi.^sioners,  and  of  councils.  It  understands  tlie  responsibility  of 
Governors  for  their  provinces,  but  for  all  else  there  is  a  tendency  to  hold  the 
Governor  General  responsible. 

It  seems  to  me  urgently  necessary  to  bring  Government  in  India  more  and 
more  into  harmony  with  that  English  opinion  which  is  more  and  more  daily 
exercising  influence  over  it.  But,  if  there  is  one  thing  more  certain  than 
another,  it  is  that  the  Government  of  India  cannot  undertake  to  superintend  in 
detail  the  administration  of  Bengal  Proper.  There  is  a  limit  to  the  capacity  of 
the  human  brain,  and  all  the  power  of  mind  at  the  command  of  the  Supreme 
Government  is  required  for  its  present  duties.  This  being  so,  the  best  plan 
seems  to  me  not  to  accept  a  responsibility  which  would  break  us  down,  but  to 
get  rid  of  much  of  that  responsibility  by  subjecting  Bengal  Pjoper  to  a  Governor 
in  Council.  The  responsibility  of  the  Government  of  India  for  Bengal  will  then 
be  understood  in  England  to  be  general  and  remote,  and  English  opinion  will 
thus  be  in  harmony  with  a  state  of  facts  which,  whatever  view  be  taken  of  it,  is 
really  inevitable. 

If  Bengal  be  constituted  a  full  Government,  the  type  to  which  the  Govern- 
ment of  Assam  (which  is  undoubtedly  entitled  to  a  more  independent  adminis- 
tration) would,  I  presume,  be  assimilated,  is  rather  Scinde,  than  Burmah  or 
Oudh.  It  would  be  well,  perhaps,  to  make  a  similar  change  in  Orissa;  but 
that  province,  in  my  judgment,  should,  to  use  a  convenient  Indian  term,  be 
•' deregulationised." 

Mr.  Arbuthnot,  in  the  paper  in  which  he  expresses  his  dissent  from  the  recom- 
mendation of  the  committee,  and  to  which  Sir  Bartle  Frere  adheres,  has  made 
a  suggestion  of  very  great  importance  respecting  the  relation  of  the  Supreme 
Indian  Legislature  to  the  local  councils.     But  so  many  serious  questions  arise 

in 


Digitized  by 


Google 


ADMINISTRATION  OF  BENGAL.  % 

in  comiectiou  with  legislation  and  legislative  power  in  India,  that  I  hesitate 
to  enter  upon  thera,  after  discussing  questions  of  another  class  at  such  great 
length.  If  the  Secretary  of  State  so  desires,  I  will  address  myself  to  them  in 
a  separate  memorandum.  It  will  be  inferred  from  my  remarks  above,  that  I 
am  entirely  against  abolishing  the  Bengal  Legislative  Council,  and  confounding 
it  witli  the  Supreme  Legislature.  Such  a  measure  would  complete  the  en- 
tanglement  of  the  Supreme  Government  with  the  local  controversies  o(  Bengal^ 
and  give  the  special  opinions  of  Bengal  a  very  dangerous  influence  over  the  rest 
of  India. 

(signed)         H.  S.  Maine. 
London,  2  December  1867. 


—  No.  10.— 
(Public,  No.  10.) 

To  His  Excellency  the  Right  Honourable  the  Governor  General  of  India 

in  Council. 

Sir,  India  Office,  London,  16th  January  1868.  . 

Para.  1.  Your  Excellency  is  aware  that,  owing  to  various  circumstances,  the 
attention  of  Her  Majesty's  Government  has  been  lately  directed  to  the  working 
of  the  machinery  of  administration  in  the  Presidency  of  Bengal.  The  incrjmse 
of  commerce,  of  European  settlement,  and  of  internal  communication,  wotild  of 
themselves  have  sufficed  to  render  it  necessary  to  consider  whether  that  machinery 
did  not  require  expansion  and  amelioration  in  details.  The  condition,  also,  of 
the  outlying  portions  of  the  Presidency  which  are  not  comprehended  within  the 
old  limits  of  Bengal  and  Bahar,  and  the  greatly  augmented  demands  which. 
these  appear  now  to  make  on.  the  time  and  labour  of  those  concerned  in  its 
Government,  seem  to  render  it  doubtful  whether  some  separate  provision  is  not 
required  for  their  proper  administration.  Nor  will  I  deny  that  the  lamentable 
occurrences  which  have  so  recently  taken  place  in  Orissa,  and  the  evidence 
furnished  by  the  important  report  of  the  Famine  Commission,  as  to  the  defect* 
of  our  system  when  exposed  to  the  ordeal  of  a  serious  emergency,  have  materially 
contributed  to  my  anxiety  to  see  these  questions  brought  into  a  course  of 
settlement^ 

2.  It  being  my  object,  at  present,  rather  to  obtain  the  opinions  of  your 
Excellency  and  of  those  who  are  charged  with  the  administration  of  India,  and 
especially  of  Bengal,  than  to  lay  down  views  of  my  own,  I  will  state  to  you,  in 
the  most  general  terms,  some  of  the  suggestions  on  this  subject  which  have 
occurred  to  myself,  or  have  been  urged  on  me  by  persons  whose  authority  is 
entitled  to  respect,  and  I  will  then  proceed  to  ask  you  to  take  into  your  con- 
sideration in  detail  certain  questions  founded  on  these  suggestions,  and  to  report 
to  me  your  opinion  respecting  them  as  early  as  you  conveniently  can. 

3.  It  is  thought  by  some  that  the  Government  of  Bengal  would  be  materially 
strengthened  if  it  were  placed  on  a  footing  similar  to  those  of  the  Presidencies 
of  Madras  and  Bombay.  It  is  urged  by  those  who  take  this  view,  that  a 
Lieutenant  Governor,  acting  by  himself,  cannot  eflfectively  superintend  the 
executive  administration  of  a  country  exceeding  most  independent  sovpreigniies  of 
the  world  in  extent  and  in  population,  and  presenting  many  diversified  features, 
both  socially  and  politically.  It  is  said  too,  with  reference  to  the  coimection  at 
present  subsisting  between  the  Presidency  Government  and  the  Supreme  Govern- 
ment of  India,  that  while,  on  the  one  hand,  the  interests  of  Bengal  are  extensive 
and  varied  enough  to  give  it  a  claim  to  as  ccfraplete  a  form  of  government  as  it 
can  obtain  with  due  subordination  to  the  central  authority,  it  is,  on  the  other 
hand,  desirable  to  relieve  the  Government  of  India  as  far  as  possible  from  the 
burden  of  local  administration,  and  from  a  responsibility  in  respect  of  the 
conduct  of  local  affiiirs,  which  it  is  inconvenient  that  it  should  bear.  It  is 
also  a  serious  question,  from  an  imperial  point  of  view,  how  far  the  identification 
of  the  Supreme  Government  with  that  of  a  particular  Presidency,  which,  under 
the  present  arrangement,  seems  to  a  great  extent  inevitable,  is  consistent  with 
the  proper  discharge  of  its  duties  to  the  whole  of  India. 
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4.  To  the  objections  of  those  who  reply  that  the  inadequacy  complained  of  . 
may  be  remedied  by  merely  giving  the  Lieutenant  Grovernor  additional  adminis- 
trative strength,  through  the  increase  of  his  secretaries  and  similar  minor  measures 
the  answer  made  is,  that  these  improvements  of  detail  will  by  no  means  supply 
the  want  of  a  council  on  the  old  and  well-known  Indian  model,  which  has  sub- 
sisted for  so  many  years  in  the  Supreme  Government,  and  in  those  of  the 
Presidencies,  with  general  success,  giving  the  Chief  the  advantage  at  once  of 
strong  executive  help,  and  of  a  body  adding  to  his  authority,  and  affording  him 
the  advantage  of  a  full  and  independent  discussion  of  his  measures. 

6.  Objections  of  a  different  class  are,  however,  suggested  by  others  against  the 
establishment  of  a  Governor  and  Council  in  Bengal,  They  are,  doubtless, 
familiar  to  you.  I  will  only  direct  your  attention  to  one  which  has  been  especially 
urged  on  myself.  It  is  contended  that  the  existence  in  Bengal  of  a  separate 
Government  of  this  description  is  incompatible  (for  useful  purposes)  with  the 
presence  of  the  Supreme  Government  at  Calcutta.  It  is  thought  that  even  the 
existing  system,  under  which  two  legislative  bodies  sit  in  the  same  place,  and 
have  jurisdiction  (with  some  exceptions)  over  the  same  class  of  subjects,  is 
anomalous,  and,  to  some  extent,  mischievous  ;  but  that  such  anomaly  and  mischief 
would  be  greatly  increased  by  the  establishment  of  the  more  complete  form 
above  indicated.  I  assume,  of  course,  that  the  Governor  and  Council  of  Bengal 
would  sit  at  Calcutta. 

6.  Calcutta  is  now  the  recognised  capital  of  India ;  but  in  practice  it  is  the 
seat  of  the  Supreme  Government  for  only  half  the  year,  for  the  Governor 
General  has  recently  abandoned  the  custom  of  paying  cursory  visits,  as  formerly, 
to  other  parts  of  Her  Majesty's  dominions  in  India,  leaving  the  Council  under  its 
President  at  Calcutta,  and  has  substituted  that  of  taking  his  Council  with  him  to 
Simla,  which  has  now  become  almost  an  alternative  metropolis. 

7.  It  is  alleged  by  some,  that  serious  inconveniences  have  been  the  results  of 
the  establishment  of  this  system,  though  others  have  pointed  out  advantages 
which  are  said  to  more  than  counterbalance  them ;  and  have  argued  that  the 
present  plan  is  decidedly  superior  to  that  for  which  it  has  been  substituted.  Upon 
this  question  I  do  not  desire  now  to  express  any  opinion.  I  only  advert  to  the 
point,  because  the  relations  of  Bengal  to  the  Supreme  Government  must  be 
materially  affected  by  the  arrangement  which  may  ultimately  be  thought  best 
with  regard  to  the  seat  of  the  latter  authority. 

8.  The  alternatives  for  it  would  appear  to  be  these.  Either  that  Calcutta 
should  remain  the  capital  of  India,  and  that  the  Council  should  have  its  stationary 
head -quarters  there,  leaving  the  Governor  General  at  liberty  to  visit  other  parts 
of  India,  either  alone,  or  with  a  selected  number  of  Council  (a  point  to  be 
hereafter  considered),  or  that  some  new  capital  should  be  fixed  on ;  or,  lastly, 
that  provision  should  be  made  for  enabling  the  Governor  General  in  Council  to 
establish  himself,  from  time  to  time,  in  such  places  and  for  such  periods  as  he 
may  consider  the  exigencies  of  his  vast  dominion  to  require.  Upon  this  im- 
portant question,  I  desire  to  receive  your  advice,  and  I  request  that  you  will 
consider  it  as  well  from  an  imperial  point  of  view,  and  in  its  bearings  on  the 
general  Government  of  India,  as  in  relation  to  the  effect  it  has  upon  the  more 
limited  question  of  the  proper  form  of  Government  for  Bengal. 

9.  To  pass,  in  the  next  place,  to  a  subject  not  immediately  connected  with 
that  of  the  Government  of  Bengal,  but  so  nearly  akin  that  the  one  cannot  be 
well  considered  without  reference  to  the  other,  it  is  suggested  that  experience 
has  shown  that  the  distinction  between  regulation  and  non-regulation  Provinces, 
such  as  existed  before  1855,  from  which  year  the  establishment  of  a  complete 
Legislative  Council  for  India  may  be  said  to  date,  ought  to  be  for  certain  pur- 
poses revived.  That  there  are  portions  of  India  far  more  advanced  than  others 
in  respect  of  that  kind  of  civilization  which  exhibits  itself  through  the  public 
mind  accommodating  itself  to  the  usages  of  old  and  established  Governments. 
That  in  outlying  regions,  either  of  recent  acquisition  or  which  are  comparatively 
backward  in  such  civilization,  the  method  of  making  laws  through  a  central 
Legislature,  subject  to  the  usual  forms,  is  cumbrous  and  inapplicable.  That 
such  new  laws  as  are  necessary  for  the  ordinary  purposes  of  domestic  admini- 
stration are  best  made  in  these  instances  by  the  executive  authority  itself.     It 
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is  not,  indeed,  proposed  to  exempt  such  provinces  from  the  general  jurisdiction 
of  the  central  Legislature  altogether,  but  merely  to  enable  the  executive  au- 
thority within  them  to  make  regulations  having  like  force  of  law  with  its  enact- 
ments. 

10.  The  Punjab,  Oudh,  and  the  Central  Provinces  might  be  treated  as  non* 
regulation  districts  under  the  general  Government.  With  respect  to  others 
(Assam,  Burmah,  Sind,  and  possibly  Orissa,  if  it  should  be  thought  to  require 
separation  from  Bengal  proper),  it  may  be  a  question  whether  they  should  be 
placed  directly  under  the  general  Government,  or  under  the  subordinate  Go- 
vernments, in  which  latter  case  it  is  suggested  that  the  drafts  of  regulations,  10 
have  the  force  of  law,  be  framed  by  such  subordinate  Governments,  but  that 
their  approval  should  rest  with  the  Governor  General. 

11.  The  questions,  therefore,  on  which  I  wish  for  your  advice  and  opinion 
are  the  following : — 

12.  Assuming  that  no  change  is  made  for  the  present  as  to  the  site  of  the 
capital  of  India,  would  you  recommend  that  Bengal  should  be  placed  under  a 
Government  similar  to  that  of  the  Presidencies  of  Madras  and  Bombay  ? 

13.  If  you  are  not  of  that  opinion,  would  you  recommend  that  the  present 
form  of  Government  for  Bengal,  and  present  relations  between  it  and  the  general 
Government  should  be  maintained  ? 

14.  Or  would  you  consider  it  preferable  that  the  local  administration  of  Bengal 
should  be  placed  in  the  same  hands  as  the  general  administration  of  India ;  and 
if  so,  what  arrangements  would  you  propose  in  order  to  ^ve  effect  to  that 
system  ? 

15.  Or  would  you  deem  it  expedient  to  restore  the  relations  which  formerly 
subsisted  between  the  Governor  General  and  the  Presidency  of  Bengal,  by  making 
the  Lieutenant  Governor  a  member  of  the  Council  of  the  former,  with,  perhaps, 
the  title  of  Deputy  Governor  of  Bengal  ? 

16.  In  that  event,  would  you  further  think  it  desirable  that  his  present  Legis- 
lative Council  should  be  abolished,  and  that  he  should  possess  legislative  power 
for  limited  purposes,  all  other  legislation  for  Bengal  being  entrusted  to  the  gene- 
ral Legislature  ? 

17.  If  you  should  be  of  opinion  that  any  change,  authorising  or  compelling  the 
Governor  General  to  take  a  more  direct  share  than  at  present  in  the  admini* 
stration  of  Bengal,  is  desirable,  would  you  recommend  the  adoption  of  a  similar 
change  in  his  relations  to  the  subordinate  Governments  of  other  parts  of 
India? 

18.  I  further  desire  to  be  informed  in  what  manner  you  would  recommend 
that  provision  should  be  made  for  the  case  of  the  Governor  General's  being  called 
away  from  Bengal  to  any  other  part  of  India,  when  not  accompanied  by  his 
Council  in  a  body.  It  may,  perhaps,  be  convenient  that  he  should  have  in  this 
case  the  power  of  summoning  to  his  assistance  any  one  or  two  members  of  that 
body,  with  power  to  act  with  that  assistance,  as  the  Governor  General  in  Council, 
for  such  purposes  as  may  be  deemed  expedient. 

19.  I  wish  further  to  be  favoured  with  your  views  as  to  the  proposed  establish- 
ment of  summary  powers  of  legislation  for  certain  portions  of  India,  which  I  need 
not  recapitulate. 

20.  I  have  invited  your  views  on  these  subjects,  on  the  assumption  that  no 
change  is  to  be  made  in  the  site  of  the  capital  of  India.  But  I  feel  that  it  is 
impossible  that  they  could  be  fully  and  freely  discussed,  unless  the  possibility  of 
a  change  of  policy  as  to  that  most  important  particular  were  also  taken  into 
consideration.  I  leave  it,  therefore,  to  your  discretion  to  give  me  the  benefit  of 
your  advice  (if  you  think  the  time  arrived  for  it)  on  that  question  also,  and 
whether  you  think  it  advisable  that  steps  should  be  taken,  by  the  institution  of  a 
formal  commission  of  inquiry  or  otherwise,  in  order  to  give  effect  to  any  such 
change.  « 

21.  In  connection  with  these  subjects,  although  in  itself  of  a  subordinate  cha- 
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racter  I  should  wish  you  to  deliberate  as  to  the  best  mode  of  strengthening  the 
secretariat  and  other  executive  details  of  the  Bengal  administration ;  m  rarticular, 
whether  in  your  judgment  the  Board  of  Revenue  should  cease  to  exist  on  its 
present  footing,  although  the  precise  arrangement  to  be  made  in  its  stead  must 
depend  on  wha.t  is  decided  with  reference  to  other  questions. 

22  1  shall  await  the  expression  of  your  opinion  on  subjects  which  will  neces- 
sarily demand  close  investigation  ;  but  you  will,  I  have  no  doubt,  feel  that  when 
the  discussion  of  changes  so  momentous  is  once  seriously  initiated,  ii  is  better, 
with  a  view  to  the  effect  of  ihe  knowledge  that  such  discussion  is  pending  on  the 
public  mind,  that  it  should  be  brought  to  a  conclusion  as  early  as  is  compatible 

with  the  gravity  of  the  occasion. 

"        "^  I  have,  &c 

(signed)         Stafford  H.  Northcote. 


—  No.  11.  — 
(Home  Department.— Public— No.  60  of  1868.) 

To  the  Right  Honourable  Sir  Stafford  H.  Northcote,  Bart,  Secretary  of  State 

for  India. 
g.j.  Fort  WilUam,  28  March  1868. 

Wk  have  the  honour  to  acknowledge  the  receipt  of  your  Despatch,  No.  10, 

dated  the  16th  January,  and  to  transmit  herewith 

By  the  Governor  General,    dated    19    February   1868,      for  your  information,  COpieS  of  the  MinuteS  aS  per 

(and  annexure).  ^   ^    .  „.  „  v         «««     marffin.  separately  recorded  by  us,  on  the  subject 

^.  ^^thSZXT"'**  •    •  "^  STrt^in  proposed  changes  in  the  machinery  of 

By  Sir  w.Muir.dW  86  ditto  (with  Appendix).  admiuistration  in  the  Presidency  of  Bengal,   on 

%  S'r  te'da'l^dVdmo.''  ''"**  ^      "'"'""^"        Which  you  have  requested  our  opinion, 
g  Sr'-  SK?.  ffl  VSi  18C8.  2.  We  also  enclose  a  copy  of  the  mn«te»  re- 

By  Mr  M^ta^J^'dated  16  ditto.    ^.  corded  by  the  Lieutenant-Governor  of  Bengal,  to 

l^  f^  ?/'fL^;GiS*lt"d  23  ditto  (and  annexnre).     whom  wc'communicated  a  copy  of  your  Despatch 
KX  tbX«2rHom^^^^^^^^^  for  an  expression  of  his  opinion  on  the  points 

t  Sj^':S?1?;tt/alJ^ ir-  connected  with  the  administration  of  his  charge. 

-Dated  13  Mart*  g  The  differences  which  these  papers  ejthibit  upon  some  ofthe  more  im- 
Dortant  questions  regarding  which  reference  is  made  m  your  Despatch  under 
FeXrender Twe  insider,  advisable  that  the  Minutes  themselves  should  be 
lafd^bLfore  you  rather  than  that  we  should  attempt  to  give  any  collective 
expression  to  our  ophuons.  ^^  ^^^^^  ^ 

(sisned)        John  Lawrence, 
^  G.N.  Taylor, 

W.  N.  Massey, 
H.  M.  Durand, 
H.  S.  Maine, 
John  Strachey. 


1868. 


Enclosure  1,  in  No.  11. 
MiHUTE  by  His  Excellency  the  Governor  General,  dated  19  February  1868. 

that  copy  of  ttKl^'^TruT      l„r/Gorno?of  n"r.»{  which  hM  bee.  cll.d  for, 

ti?h,-ifhorhr*.^s«*^^^^^^^^^      '-  ■-"''""•-'"' "- 

•  1. X  au^  Q^/...AfQrx7  nf  State  for  ladia. 


snail  oe  seni  uumc  wj  ^..^  ^«-.-~- - 
wishes  of  the  Secretary  of  State  for  £adia. 
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2.  I  do  not  find  that  there  k  anything  of  importance,  which  the  Secretary  of  State  hat 
brought  forward,  on  which  I  have  not  expressed  an  opinion.  I  will  now,  however,  recapi-^ 
tulate  the  views  which  I  have  expressed,  taking  up  each  point  in  the  order  in  which  it  has 
been  placed  by  the  Secretary  of  State. 

3.  I  do  not  recommend  that  Beno^al  should  be  placed  mider  a  Government  similar  to 
that  of  the  Presidency  of  Madras,  and  of  Bombay.  The  burden  of  the  local  Administra- 
tion of  Bengal  only  partially  falls  on  the  Governor  General  in  Council.  All  the  general 
details  are  performed  by  the  Lieutenant-Governor,  without  any  reference  to  higher  autho- 
rity. I  do  not  think  that  a  Council  for  Bengal  is  at  all  necessary.  But  should  it  be 
decided  otherwise^  then  I  would  be  disposed  to  constitute  the  two  pincipal  secretaries  ai^ 
the  councillors  for  that  Administration,  an  arrangement  in  which  there  are  some  obvious 
advantages.  In  other  words,  instead  of  appointing  separate  councillors,  and  creating  ad- 
ditional offices  with  additional  cost,  I  woula  vest  the  two  principal  secretaries  with  the 
functions  of  councillors,  in  addition  to  their  executive  functions  of  secretaries.  Now  thai  it 
has  been  agreed  that  the  principal  secretaries  shall  have  high  salaries  (one  as  much  as 
50,000  rupees),  they  will  be  ot  sufficient  rank  for  the  above  purpose.  The  principle, 
too,  accords  with  English  analogy  ;  a  Secretary  of  State,  for  instance^  is  also  a  member  of 
the  Cabinet. 

4.  I  am  in  favour  of  maintaining  the  present  form  of  government  for  Bengal,  and  the 
existing  relationship  between  it  and  the  general  government  of  India. 

5.  I  do  not  recommend  that  the  local  Administration  of  Bengal  should  be  placed  in  the 
same  hands  as  the  general  government  of  India. 

0«  Nor  am  I  disposed  to  recommend  the  restoration  of  the  relations  which  formerly  sub- 
iristed  between  the  Governor  General  and  Bengal,  by  making  the  Lieutenaut-Oovemor  a 
member  of  the  Administrative  Council  of  India,  with  the  title  of  Deputy  Governor  of  Bengal. 
Such  an  arrangement  would  possess  no  real  advantage  in  itself,  and  would  scarcely  be  even 
practical  after  the  severance  of  duties  which  has  for  some  years  been  carried  out.  And 
as  regards  the  Lieutenant-Governor  of  Bengal,  he  has  ample  employment  for  all  his  time, 
and  all  his  energies,  without  being  a  member  of,  or  participating  in,  the  general  government 
of  India. 

7.  Further,  I  incline  to  the  opinion  that  there  is  no  real  advantage  in  maintaining  a 
separate  Legislature  for  Bengal.  It  does  not  possess  the  same  weight  as  the  other  local 
Legislatures.  All  that  it  does,  could  be  done,  and  better  done,  by  the  Legislative  Council 
of  India.  There  is  some  dani^er  that  important  questions  may  not  be  so  broadly  treated 
in  the  Council  of  Bengal,  as  in  that  of  India;  while  the  biidiness  of  the  former  Council 
must  absorb  ^ome  of  the  time  of  the  Lieutenant-Governor,  which  might  be  more  usefully 
employed.     His  Honor  is  a  member  already  of  the  Legislative  Council  of  India,  so  that 

he  has  now  two  of  these  councils  to  which  he  must  attend. 

8.  I  would  give  the  Lieutenant-Governor  of  Bengal  the  same  powers  of  summary  legisla- 
tion as  are  to  be  conferred  on  the  Lieutenant-Governors  of  the  Punjab,  and  other  provinces, 
reserving  great  questions  for  the  general  Legislative  Council  of  India. 

9.  I  do  not  suggest  that  the  Governor  General  should  take  a  more  direct  pait  than  at 
present  in  the  administration  of  Bengal ;  what  he  now  does  is  quite  sufficient ;  bui  he 
should  retain  full  authority  to  interfere  m  the  way  of  supervibion  and  control,  whenever  it 
might  be  deemed  necessary  to  do  so.  In  provinces  managed  by  a  Chief  Commissioner,  he 
should  regulate  the  administration  as  at  present. 

10.  When  the  Governor  General  is  called  away  from  Bengal  on  any  emergency,  and  is 
not  accompanied  by  his  Council  in  a  body,  1  would  allow,  ns  at  present,  the  appointn>ent 
of  a  President  in  Council,  and  I  would  also  give  the  Governor  General  the  power  of  sum- 
moning to  his  assistance  any  one  or  two  members  of  his  Council,  with  authority  to  act  with 
their  assistance  as  a  Council,  for  such  purposes  as  may  be  deemed  expedient  But  I  am 
strongly  in  favour  of  the  Governor  General  taking  his  Council  with  him  when  he  may  leave 
the  lower  provinces  for  any  considerable  time. 

11.  I  am  in  favour  also  of  the  plan  of  giving  summary  powere  of  legislation  for  such 

Eirts  of  India  as  the  North-west  Provinces,  the  Punjab,  Oude,  the  Central  Provinces, 
urmah^  and  Assam,  when  deemed  necessary.  Such  legislation  to  be  subject  to  the  con- 
trol and  approval  of  the  Governor  General  in  Council.  I  have  already,  in  paragraph  8, 
recommended  tl^e  abolition  of  the  local  legislature  for  Bengal,  and  tiie  granting  the  power 
of  summary  legislation  for  that  province.  In  other  words,  I  would  grant  the  power  of 
summary  legislation  for  all  provinces  which  mi^ht  be  without  a  local  legislature  of  their 
own,  that  is,  for  the  whole  of  the  Bengal  Presidency  and  its  dependencies. 

12.  I  would  separate  Assam,  Cachar,  and  certain  adjacent  districts,  now  bebnuing  to 
^Bengal,  from  that  Lieutenant-Governorship,  and  place  them  undei  a  Chief  Commissioner, 

subject  to  the  direct  control  of  the  Governor  General  in  Council,  recasting  the  Administra- 
tion. But  I  would  make  no  change  in  respect  of  Orissa,  which  province  esseetially  pertains 
io  Bengal,  and  is  of  limited  extent. 

18.  I  am  strongly  in  favour  of  maintainini^  Calcutta  as  the  capital  of  Indi^,  and  see  no 
0.81.  K3  •  advantage 
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ranlage  in  the  appoiotment  of  a  Commission  to  enquire  and  report  on  the  subject.  No 
Commission  can  add  to  the  hiformation  already  available,  and  every  one  who  has  seen 
much  of  India  can  form  his  own  opinion  at  once  on  this  matter.  It  appears  to  me  that  the 
iveight  of  autiiority  greatly  preponderates  in  favour  of  the  retention  of  Calcutta  as  the 
metropolis  of  India.  There  is  not,  in  my  judgment,  any  one  place  in  India  the  advantages 
of  which  can  compare  in  the  aggregate  with  those  of  Calcutta.  And  there  is  obviously 
none  in  which  it  would  be  desirable  to  retain  the  Governor  General  in  Council  for  so  con- 
siderable a  portion  of  the  year  as  in  Calcutta. 

14.  We  have  already  recommended  that  the  Secretariat  of  Bengal  should  be  strengthened, 
and  have  sent  to  the  Secretary  of  State  a  formal  proposal  to  this  effect  from  the  Lieutenaat 
Governor. 

15.  I  am  in  favour  of  the  abolition  of  the  Board  of  Revenue  in  Bengal,  and  substituting 
a  single  Financial  Commissioner,  perhaps  distributing;  some  portions  of  the  work  among 
other  authorities.  But  I  consider  that  at  least  a  Financial  Commissioner  is  absolutely 
necessary*  A  specific  proposition  on  this  subject  can  be  made  hereafter  in  communication 
with  the  Lieutenant  Governor. 

16.  I  am  not  sure  whether  I  fully  understand  the  following  passage  in  paragraph  10]|of 
the  Secretary  of  State's  Despatch : — 

^  With  respect  to  others — Assam,  BurmcCh,  Sind,  and  possibly  Orissa — if  it  should  be 
thought  to  require  separation  from  Benf];al  Proper,  it  may  be  a  question  whether  they 
should  be  placed  directly  under  the  General  Government  or  under  the  Subordinate  Govern- 
ments." But  to  make  sure,  I  would  say  that  in  my  opinion  Sind  should  remain  under 
Bombay ;  British  Burmah  is  under  the  Government  of  India,  and  should  continue  so ; 
Assam  should  be  created  into  a  Chief  Commissionership  directly  under  the  Government  of 
India;  and  Orissa  should  be  retained  under  Bengal  as  already  explained  in  this  Minute. 

(signed)        J«  LawrenM. 


Mbmobandum  by  His  Excellency  the  Governor  General ;  dated  20th  January  1868. 

I  HAVE  perused  and  considered  certain  papers  sent  to  me  confidentially  by  the  Secretary 
of  State,  relating  to  the  future  Government  of  Bengal,  and  I  desire  now  to  transmit  my 
remarks  on  the  whole  subject. 

2.  In  the  first  place,  I  am  averse  to  the  proposal  to  substitute  in  Bengal  a  Governor 
and  Council  for  the  Lieutenant  Governor,  I  can  perceive  no  necessity  for  the  change ;  I 
anticipate  no  advantage  from  it;  I  rather  apprehend  inconvenience  arising  from  it. 

3.  For  many  parts  of  India^  and  Bengal  among  them,  the  best  form  of  Government  is 
personal  administration  by  a  single  head,  without  a  Council.  Hereby  are  secured  the 
momentum  of  improvement,  the  exaction  of  responsibility,  the  exercise  of  vigilance,  in 
the  highest  degree  ordinarily  attainable.  The  Governments  thus  constituted  have  been  as 
efficient  as  any  ever  seen  in  India.  Even  in  the  Governments  otherwise  constituted,  that 
is,  having  Councils,  much  of  the  remarkable  good  accomplished,  most  of  the  greatest 
strides  made  have  been  due  chiefly  to  the  individual  Governors  rather  tlian  to  the  corpo- 
rate Government  The  progress  made  by  the  Governments  of  Madras  and  Bombay  at 
various  times,  especially  under  the  administration  of  such  men  as  Munro,  Malcolm,  and 
Elphinstone,  has  been  attributable  to  those  eminent  persons  themselves. 

4.  There  is  competent  testimony  to  the  effect  that  the  successive  Lieutenant  Govemois 
of  the  North-Western  Provinces  were  able  to*  manage  better  without  a  Council  than  wiA 
one.  In  the  Punjab,  though  as  head  of  the  Government,  I  was  aided  by  departmental 
chiefs,  on  whose  counsel  and  aid  I  had  special  reliance ;  still,  I  may  say  without  any 
disparagement  of  them,  that  I  was  able  to  manage  far  better  when  those  officers  were  my 
subordmaies,  than  I  could  have  done  had  they  been  my  colleagues. 

.  5.  Counsel  is  indeed  not  to  be  undervalued.  Its  value  is  well  known  to  me  in  common 
with  all  others  who  have  been  tried  in  the  troubles  of  conducting  administration.  Every 
Governor  ought  to  seek  advice  from  those  competent  to  afford  it  He  naturally  will  do 
80 ;  nay,  more,  he  can  hardly  proceed  without  doing  this.  But  this  is  a  very  different 
thine  from  having  a  Council  who  must  necessarily  be  consulted  throughout  the  entire 
conduct  of  afl'airs :  who  may  be  in  the  habit  of  regarding  things  from  a  diverse  point  of 
view ;  and  who  might,  if  they  saw  fit,  offer  serious  impediments  at  any  stage  of  the  pro« 
ceedings. 

6.  The  recent  calamities  in  Orissa  do  not  seem  to  me  to  furnish  any  argument  for  alter* 
ing  the  constitution  of  the  Government  of  Bengal.  The  admitted  shortcomings  in  that 
conjuncture  (Rd  indeed  partly  arise  from  defects  in  the  general  system  of  administration. 
But  these  defects  did  not  particularly  touch  the  constitution  of  the  Government  itself. 
The  local  Government  did  give  personal  supervision  to  those  grave  events,  but  unhappily 
that  supervision  missed  the  mark.    The  Lieutenant  Governor  did  actually  visit  Orissa  at  a 

time 
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time  which  might  ha^e  been  rendered  most  opportune ;  at  a  moment,  indeed,  when  the 
signs  of  coming  disaster  might  have  been  well  discerned ;  and  when  precautions  might 
well  have  been  taken. 

The  misfortune  was  that  the  significance  of  the  symptoms  was  not  perceived.  But  this 
arose  from  en-or  on  the  part  of  ihe  Lieutenant  Governor,  and  not  from  any  inherent  defect 
in  the  local  Government.  Let  it  be  supposed  that  the  measure  of  allowing  Bengal  a 
Governor  and  Council,  as  now  proposed,  had  been  carried  a  few  years  ago,  what  would 
have  been  the  result  during  the  late  famine  in  Orissa?  Why,  the  late  Lieutenant  Governor 
would  have  been  the  Governor,  and  the  Members  of  the  Board  of  Revenue  would  have 
composed  his  Council.  Hereby  matters  would  not  have  been  mended,  for  the  corporate 
action  of  the  Government  would  manifestly  have  been  exactly  the  same  as  that  which  was 
taken.  Nowhere  in  the  history  of  British  India  have  great  calamities  been  met  with  nobler 
energy  and  forecast  than  the  successive  famines  in  the  North-West  Provinces.  And  all 
this  was  effected  by  Lieutenant  Governors  without  Councils. 

Neither  is  this  argument  weakened  by  the  example  of  the  military  revolt  of  1867,  which 
burst  out  in  the  North-West  That  event  arose  from  causes  of  an  imperial  character  with 
which  the  local  Government  had  no  concern  ;  and  the  progress  of  the  evil  was  rapid, 
simply  because  the  power  of  the  mutineers  was  overwhelmmg,  and  because  the  local 
Government  could  not  be  furnished  with  the  adequate  physical  means  of  prevention.  A 
Council  could  have  been  of  no  avail  to  the  Lieutenant  (joyemor  under  the  pressure  of 
those  events. 

7.  I  hardly  see  the  force  of  any  argument  to  the  effect  that  the  selection  of  a  Lieu- 
tenant Governor  might  fall  on  a  person  of  peculiar  views,  who,  unrestrained  by  a  Coundl^ 
might  undo  the  work  of  his  predecessors.  Of  the  many  Lieutenant  Governors  who  have 
been  appointed,  all  with  the  very  fewest  exceptions  have  been  the  fittest  men  who  could 
have  been  selected.  Not  one  of  them  has  ever  set  himself  against  the  policy  of  those 
who  went  before  him,  and  in  the  several  Lieutenant  Governorships  there  has  been  quite  as 
much  continuity  of  action  as  was  desirable,  and  as  could  have  fairly  been  expected  from  a 
Governor  and  Council.  The  argument  that  a  Council  sei*ves  as  a  check  upon  undue 
changes  and  alterations,  though  not  without  force,  may  yet  be  turned  the  other  way.  For, 
if  things  got  into  a  groove,  from  which  deviation  were  desirable,  such  deviation  could 
perha|)s  be  more  readily  accomplished  by  a  Lieutenant  Governor  than  by  a  Governor  and 
CSouncil.  If  a  Council  might  act  as  a  restraint  upon  change,  it  might  also  act  as  a  drag 
upon  reform. 

8.  I  do  not  attach  weight  to  the  argument  that  the  Lieutenant  Governor  would  be 
strengthened  by  having  a  Uouncil.  If  he  be  fully  fit  (as  he  generally  will  be)  for  his  post, 
he  will  be  strong  enough  to  rule  alone.     In  some  respects  his  work  would  be  lightened  by 

'  the  distribution  of  parts  of  the  business  among  the  IVl  embers  of  the  Council.  On  the  other 
hand,  it  would  be  augmented  by  the  necessity  of  discussing  many  Questions  with  the 
Council,  such  discussions  having  often  to  be  carried  on  in  writmg,  and  this  too  sometimes 
£>n  matters  hardly  of  sufficient  importance  to  justify  such  discussion.  Thus,  on  the  whole, 
I  doubt  whether  any  of  the  Lieutenant  Governor's  time  would  be  saved  by  his  having  a 
Council.  I  rather  apprehend  that,  with  a  Council,  he  would  be  weaker  and  not  stronger 
than  at  present,  and  tnat  his  time  would  be  even  more  heavily  tasked. 

9.  On  the  whole,  I  believe  that  good  government  in  Bengal  must  depend  on  the  per- 
sonal capacity  of  the  Lieutenant  wvernor.  For  this  I  would  rely  on  good  selections 
being  made  for  that  post.  From  past  experience  genemlly  such  reliance  may  reasonably 
be  entertained  for  the  future*  The  best  man  having  been  thus  chosen,  he  will  have  greater 
power  for  good,  greater  responsibility  for  results,  greater  stimulus  to  first  rate  action,  if  he 
ruled  alone,  than  if  he  were  combined  with  a  Council.  If  he  be  the  best  man,  he  will 
know  whom  to  consult,  and  will  be  sure  to  obtain  the  counsel  that  he  needs. 

10.  If  it  were  urged  that  the  same  arguments  which  are  good  for  having  a  Governor  and 
t])ouncil  in  Madras  and  Bombay  must  be  equally  good  for  Bengal,  then  the  answer  is 
this :  Both  Madi*as  and  Bombay  have  separate  armies  and  services,  whereas  Bengal  has 

not  Again,  Madras  and  Bombay  are  distant  from  the  Government  of  India,  and  are  not 
much  under  its  supervision ;  whereas  Bengal  is  immediately  under  the  eye  and  under  the 
supervision  of  the  Government  of  India.  Therefoi'e  it  is  one  thing  to  have  a  Governor  and 
Council  for  Madras  and  Bombay,  and  quite  another  thing  to  have  such  a  constitution  for 
Bengal.  What  may  be  proper  and  necessary  in  the  former  cases  need  not  be  so  in  the 
latter.     This  point  will  be  farther  examined  presently. 

11.  If  it  were  intended  that  Bengal  be  governed  by  a  Governor  sent  out  from  Englandi 
then  a  Council  might  be  more  useful  than  it  would  otherwise  be.  But  if  a  Lieutenant 
Governor  be  selected  of  Indian  experience  and  knowledge,  then  the  need  of  a  Council 
disappears ;  and  looking  to  the  character  of  the  work  chiefly  concerning  internal  adminis- 
tration, and  to  the  proximity  of  the  Government  of  India,  I  believe  that  it  will  be  best  to 
select  an  officer  who  knows  the  country. 

12.  Besides  the'above  points  relating  to  the  efficiency  of  the  local  Government  iUelf,  I 
apprehend  that  to  accord  to  that  Government  the  status  now  proposed  will  be  to  introduce 
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some  elements  of  embarrassment  into  the  relations  between  the  Govenuaent  of  Bengal  and' 
.  the  Government  of  India* 

13.  However  well  the  system  pursued  towards  the  Governments  of  Madras  and  Bombay 
may  work^  they  would  not,  I  fear,  work  equally  well  in  Bengal.  Both  Madras  and  Bombay 
are  distant  from  Calcutta  and  Bengal,  the  fteat  of  the  Government  of  India,  and  are  nearer 
than  Bengal  to  England.  The  two  minor  Presidencies,  though  to  scmie  extent  subordinate 
to  the  third  or  greater  Presidency,  are  yet  distinct  from  it.  They  have  separate  armies, 
separate  civil  services,  separate  establishments,  and  separate  traditioiis  and  associations,  all 
of  their  own.  The  people  in  the  two  minor  Presidencies,  of  all  classes  and  ranks,  public 
and  private,  naturally  look  up  to  their  own  Governments,  and  regard  the  Governor  Greneral 
oniy  ^s  a  comparatively  remote  authority  who  does  not  reside  among  them,  and  who  only - 
appears  before  them  on  special  occasions.  Under  all  these  circumstances,  which  have 
grown  up, during  several  g»erations,  the  certain  degree  of  independence  enjoyed  by  those 
two  Governments,  the  procedure  whereby  they  transmit  correspondence  direct  to  the 
Secretary  of  State  may  Ijc  very  reasonable  and  may  work  satisfactorily  enough,  as  a  rule, 
though  liable  to  exceptions. 

14.  But  in  resped;  to  the  Bengal  Presidency  generally,  and  Bengal  proper  particularly, 
all  the  above  conditions  are  reversed.  Bengal  proper  is  in  immediate  proximity  to  the  seat 
of  tlje  Government  of  India.  The  head  quarters  of  the  Government  of  India  and  of  the 
Government  of  Bengal  are  in  the  same  place.  Bengal  proper  is  not  a  distinct  Presidency, 
but  only  one  out  of  several  sub-divisions  of  a  Presidency.  The  troops  that  garrison  it,  the 
civil  establishments  that  manage  it,  are  not  separate,  but  are  only  a  component  part  of  the 
establishments  of  a  •i;reat  Presidency.  Its  traditions  and  associations,  so  far  from  being 
separate  from,  are  intimately  bound  up  with,  the  Government  of  India.  The  people  have 
been  accustomed  for  generations  to  regard  the  Governor  General,  not  as  a  remote  authority, 
but  as  a  present  reality,  residing  and  moving  about  amongst  them. 

15.  Under  these  opposite  circumstances,  I  cannot  but  doubt  the  expediency  of  having,  on 
the  same  spot  with  the  Government  of  India,  a  Governor  hi  Council  for  Bengal  on  a  status 
similar  to  that  of  Madrag  and  Bombay ;  that  is,  with  a  certain  degree  of  independ^oe,  and 

.  with  U>e  privilege  of  corresponding  direct  with  the  Secretary  of  State.  That  two  Govern- 
ments should  be  addressing  the  Secretary  of  State  from  the^oTTi^  capital  seems  to  be,  per  se^ 
incongruons  and  unnecessary.  Tins  would  scarcely  be  compatible  with  the  position  due  to 
the  Government  of  India.  In  ordinary  times  it  would  cause  a  certain  amount  of  friction  ; 
in  times  of  difBculty  it  would  produce  grave  inconvenience.  If  any  difference  of  opinion 
arose  between  the  Government  of  India  and  the  Government  of  Bengal,  both  being  in  the 
same  place,  what  would  become  of  the  former  if  the  latter  were  in  direct  official  corre- 

'  spondence  with  the  Home  Government?  Not  to  ^o  too  far  back  :  What  would  have  been 
the  effect,  as  regards  the  Government  of  India,  i^  during  the  indigo  disturbances  of  1860 
and  1861,  or  the  Bhootan  affairs  of  1865-66,  the  Bengal  Government  had  been  in  direct 
communication  with  the  Secretary  of  State? 

16.  One  good  rea  on  for  the  Government  of  India  having  less  autfiority  over  the  Govern* 
n^ents  of  Madras  and  Bombay  is,  that  it  is  necessarily  without  local  knowledge,  and  without 
tilt'  means  of  exercising;  any  minnte  control,  or  of  forming  an  independent  judgment.  But 
the  fact  is  different  in  Bengal.  Ther^  the  Government  of  India  Doing  on  the  spot  for  a 
considerable  portion  of  the  year,  is  necessarily  possessed  of  some  local  knowledge,  and 
really  has  the  means  of  exercising  some  control ;  freouently  it  can  form  a  complete  opinion 
of  its  own.  Therefore,  to  make  the  Government  of  Benj^al  in  a  considei*abIe  degree  in- 
dependent, arid  to  reduce  the  control  of  the  Government  of  India  to  a  minimum,  would  seem 
to  be  setting  the  Government  of  India  aside  needlessly ;  to  be  losing  the  advantages  of  its 
supervision  which  is  actually  available ;  in  short,  to  be  wasting  power. 

17.  If  it  be  thought  that,  inasmuch  as  the  Government  of  India  is  less  responsible  for 
Madras  and  Bomhay  with  Governors  and  Councils  than  for'Bengal  with  only  a  Lieutenant 
Governor,  therefore  to  establish  a  Governor  in  Council  in  Bengal  will  be  relieving  the 
(iovernment  of  India  of  some  part  of  responsibilities  already  excessive  in  extent,  then  my 
reply  would  be  this:  The  Government  of  India  being  in  Bengal  and  in  Calcutta,  is,  and 
must  inevitably  be,  more  responsible  for  Bengal  than  for  Madras  and  Bombay.  From  this 
responsibility  there  is  no  escape,  not  even  by  the  creation  of  a  Governor  and  Council.  If 
the  late  fumine  in  Orissa  had  happened  during  the  administration  of  a  Governor  in 
Council,  instead  of  a  Lieutenant  Governor,  would  the  anxieties  and  the  sense  of  responsi- 
bility so  keenly  felt  by  the  Government  of  India  have  been  a  whit  diminished  ?  Certainly 
not,  I  apprehend.  But  if  the  responsibility  of  the  Government  of  India  for  the  state  of 
Bengal  must  continue  to  exist  much  as  it  now  exists,  then  its  power  of  action,  its  means  of 
discharging  that  responsibility,  in  justice  to  itself  and  to  the  country,  will  be  diminished 
by  the  creation  of  a  Governor  and  Council  in  Bengal. 

18.  It  seems  to  me  to  be  of  imperial  importance  that  the  office  of  Governor  General 
should  be  preserved  in  an  effectively  powerful  position.  This  appears  essential  for  the 
securing  uniformity  on  those  points  where  it  is  needed  ;  for  the  due  regulation  of  finance; 
for  the  wielding  of  the  national  strength  of  India  in  all  emergencies.  Any  step  wiiich 
would  unnecessarily  derogate  from  its  authority  is  to  be  deprecated.     I  apprehend  ihat  to 
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^rect  an  almost  indepenrlent  Government  in  Bengal  would  prove  to  be  a  step  of  this  de- 
scrlpti^^n.  There  is  a  Viceroy  and  Governor  General  in  the  Bengal  Presidency.  Is  he  to 
be  fully  and  really  Governor  General  for  Nonhern  and  Central  India,  and  not  fully  and 
really  Governor  General  for  the  lower  provinces  or  Bengal  proper  ? 

19.  Perhaps  it  might  be  thought  that  while  the  Government  of  India  remains  more  con- 
nected with  the  Bengal  Presidency  than  with  the  other  Presidencies,  its  orders  and  decisions 
on  Madras  and  Bombay  questions  will  be  more  or  less  tinged  with  Bengal  influences,  and 
regarded  from  a  Bengal  point  of  view.  But  I  could  not  admit  the  validity  of  this  argument 
which  seems  to  me  based  on  a  misconception.  In  all  matteri^  of  internal  administration  the 
Government  of  India  interferes  but  little,  and  any  reference  made  must  be  answered  on  the 
data  furnished  by  the  local  authorities.  In  such  matters,  for  instance,  as  revenue  settle- 
ments, nothing  can  be  more  complete  than  the  independence  enjoyed  by  Madias  and 
Bombay,  It  is  in  financial  matters  that  the  Government  of  India  really  exercises  control, 
and  that  is  indispensable  if  tl>e  resources  of  the  Empire  are  to  be  husbanded,  and  the  public 
credit  mainiained.  This  control  is  and  always  has  been  exercised  on  purely  Imperial  consi- 
derations ;  Madras  and  Bombay  receiving  all,  and  sometimes  more  than  their  share.  And 
it  is  mainly  on  financial  grounds  that  the  Government  of  India  supervises  the  Public  Wi)rks 
expenditure  in  these  two  Presidencies.  So  far  then  as  this  argument  is  concerned,  there  i« 
no  objection  to  the  existino^  position  of  the  Government  of  India,  a  situation  which  was  not 
theoretically  devised,  but  has  grown  up  through  a  long  series  of  years  out  of  the  practical 
conditions  and  requirements  of  the  British  Empire  in  India. 

20.  For  all  these  reasons  F  am  unable  to  advocate  the  proposed  alteration  in  the  consti- 
tution of  the  Government  of  Bengal.  I  recommend  that  the  local  Government  be  main- 
tained as  a  Lieutenant  Governorship  without  a  council,  to  be  strengthened  according  to 
need  by  additions  to  its  Secretariat.  If  it  be  thus  maintained,  I  should  rely  on  its  being 
found  equal  to  its  duty. 

21.  But  if  the  ultimate  decision  shall  be  that  a  Governor  and  Council  be  allowed  to 
Beng^al,  I  am  prepared  to  do  my  (test  to  carry  the  measure  out  according  to  the  intention  of 
the  Home  Government,  and  to  make  it  work  as  successfully  as  possible. 

22.  I  would  then  suggest,  for  consideration,  that  the  new  Government  of  Bengal  be  not 

E laced  in  direct  communication  with  the  Secretary  of  State,  and  that  all  its  references  Home 
e  submitted  through  the  Government  of  India.  Or  if  the  new  Government  of  Bengal  must 
be  placed  exactly  on  the  same  footing  as  those  of  Madras  and  Bombay,  then  I  hope  that 
the  opportunity  may  be  taken  to  define,  somewhat  more  precisely  than  at  present,  the 
manner  and  conditions  by  which  the  direct  correspondence  of  those  Governments  with  the 
Secretary  of  State  is  to  be  regulated,  and  to  determine  how  far  the  Government  of  India 
really  can  control  the  proceedings  of  those  Governments,  and  how  far  it  is  really  to  be 
responsible  for  the  results  thereof.  At  present  a  Governor  in  Council  might  adopt  a  measure 
reporting  it  simultaneously  to  the  Secretary  of  State  and  to  the  Government  of  India,  but 
without  having  made  any  previous  communication  to  the  latter  on  the  subject.  The 
Government  of  India  might  entertain  an  objection  to  the  measure,  and  might  desire  to  point 
this  out.  But,  in  fact,  the  time  for  doing  this  has  passed,  for  the  Governor  in  Council 
having  virtually  committed  himself  to  the  measure,  and  already  reported  it  to  the  Secretary 
of  State,  must  naturally  be  disinclined  to  listen  to  the  objection.  If  indeed  the  objection 
could  have  been  urged  before  the  report  to  the  Secretary  of  State  had  been  made,  then  it 
might  have  been  listened  to.  In  such  circumstances  also  it  is  almost  too  late  to  represent 
the  objection  to  the  Secretary  of  State.  But  had  the  procedure  been  otherwise,  the  Home 
Government  would  have  had  before  it  the  opinion  simultaneously  of  the  local  Government 
and  of  the  Government  of  India.  More  than  this,  however,  there  is  at  present  little  or 
nothing  to  prevent  a  Governor  in  Council  from  referring  to  the  Secretary  of  State  a  point 
which  has  oeen  discussed  v/ith  the  Government  of  India,  without  waiting  for  the  final 
opinion  of  the  latter.  These  and  other  cognate  causes  seem  calculated  to  unduly  diminish 
the  influence  of  the  Government  of  India  in  important  matters. 

23.  The  correct  principle  would  seem  to  be  that,  while  on  the  one  hand  full  opportunity 
should  be  aflbrded  for  the  opinions  apd  proceedings  of  the  GoveriU)rs  in  Council  being  trans- 
mitted direct  to  the  Secretary  of  State,  yet,  on  the  other  hand,  the  views  of  the  Government 
of  India  should  be  transmitted  at  the  same  time,  before  it  is  too  late  for  their  being  prac- 
tically weighed.  In  all  important  matters,  and  in  all  matters  where  it  is  known,  or  may 
reasonably  be  supposed  that  the  Government  of  India  has  an  opinion  of  its  own,  the 
Governor  in  Council  should  be  bound  to  obtain,  or  wait  for,  such  opinion  before  making  a 
report  to  the  Secretary  of  State.  These  remarks  do  not  so  much  apply  to  other  cases  of 
an  ordinary  or  routine  character,  wherein  the  existing  procedure  answers  sufficiently  well. 

24.  In  connection  with  the  proposed  reconstitution  of  the  Government  of  Bengal,  it  has 
been  suggested  that  Calcutta,  the  capital  itself,  should  be  removed  from  the  jurisdiction  of 
the  Government  of  Bengal,  and  placed  under  the  Government  of  India  direct.  From 
whatever  point  of  view  regarded,  this  plan  would,  I  apprehend,  be  found  altogether  imprac- 
ticable. As  regards  the  local  Government,  Calcutta,  the  political  capital,  the  commercial 
emporium,  the  natural  seaport  of  Bengal,  is  indissolubly  connected  with  the  interior  of  the 
province  by  trade,  by  inter-communicuiion,  by  every  sort  of  association  and  relation.  To 
take  Calcutta  away  from  Bengal  would  be  to  tear  the  heart  out  of  the  body  politic.     In 
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the  times  as  they  now  are^  sueli  a  dis^ruption  would  produce  infinite  incouveniejioe  to  the 
public  service  and  to  the  people  at  large.  As  regards  the  Governm^ut  of  Indk,  it  could  not 
pof^sibly  undertake  the  charge  of  Calcutta.  It  would  be  overburdened  by  novel  and  ad^li- 
tional  work,  foreign  to  its  proper  duties.  It  would  become  permanently  fixed  to  Calcutta 
instead  of  being  able  to  move  about  India  occasionally.  It  would  become  involved  in  local 
and  municipal  affairs  to  the  detriment  of  its  higher  functions. 

26.  It  has  be^n  proposed  to  lighten  the  cares  of  the  Bengal  Government  by  relieving  it 
of  Assam  and  Cachar,  and  by  erecting  those  outlying  provinces  into  a  chief  commissioner- 
ship,  independent  of  the  local  Govtrnment,  and  subject 'only  to  the  Government  of 
India.  Proposals  to  this  effect  have  of  late  years  been  often  discussed,  and  I  consider 
thai  the  time  has  now  fully  arrived  for  carrying  the  plan  out.  Besides  the  advantage  of 
lessening  the  now  eifcessive  area  of  Bengal,  the  project  would  be  a  signal  benefit  to  Asf^am 
and  its  dependencies.  By  reason  of  the  isolated  position  of  these  districts,  of  their  ethnical 
and  topographical  peculiarities,  and  tli^ir  growing  interests,  tliey  cannot  be  supervised 
from  Bengal,  and  the  requisite  supervision  can  be  afforded  by  nothing  short  of  a  separate 
local  administration.  Such  an  administration  should  be  und^r  a  Chief  Commissioner 
subordinate  to  tne  Government  of  India  alone.  If  such  officer  be  under  the  Government 
of  Bengal,  the  new  administration  cannot  be  expected  to  thrive  properly,  instead  of 
having  a  healthy  growth  of  its  own,  it  would  languish  under  influences  emanating  from 
elsewhere.  The  object,  I  take  it,  is  to  strengthen  the  new  administration  and  to  &ing  it 
into  a  more  forward  stage.  The  Government  of  India  has  far  greater  means  than  the 
Government  of  Bengal  at  command,  both  for  assistance  and  encouragement.  The  new 
Chief  Commissioner  would  be  the  man  on  uhose  [)ersonal  exertions  success  would  mainly 
depend.  Whoever  be  selectt  d,  he  will  assuredly  prefer  being  under  the  Government  of 
India,  and  will  thereby  be  in  better  heart  and  spirit. 

26.  While  the  Secretatiat  of  the  Bengal  Government  is  strengthened,  it  has  been 
proposed  to  reduce  the  Board  of  Revenue  from  two  members  to  one,  who  should  be  in  a 
position  similar  to  that  of  the  Financial  Commissioner  of  the  Punjab.  I  am  quite 
prepared  to  advocate  this.  Whatever  is  now  done  by  two  members  conjointly  can  be 
done  as  well  by  one  mtmber  singly.  With  a  single  officer,  indeed,  there  will  certainly  be 
a  grtater  enforcement  of  respoui^ibility,  and  probably  a  greater  degree  of  efficiency.  On 
the  other  band,  I  do  not  believe  that  the  Board  can  possibly  be  abolished  altx>gether.  Such 
an  abolition  would  effectually  swamp  the  already  over-tasked  Government  of  Bengal.  Nor 
would  such  an  abolition  be  at  all  rendered  feasible  by  increasing  the  powers  of  divisional 
commiesioners.  Even  if  this  increase  were  accorded,  there  must  be  some  supervision  to 
secure  uniformity,  and  to  prevent  each  Commissioner  from  initiating  diversities  of  practice* 
And  this  supervision  must  be  exercised  by  a  financial  commissioner,  otherwise  it  would 
devolve  on  the  Local  Government. 

27.  Xiastly,  in  connection  with  the  whole  subject,  there  are  the  questions  relating  to  the 
seat  of  the  Government  of  India. 

28.  It  is  needless  to  recapitulate  the  arguments  which  have  at  various  times  been 
adduced  f<^r  removing  the  seat  of  the  Government  of  India  from  Calcutta.  While  admitting 
their  weight  so  far  as  they  go,  I  am  yet  unable  to  indicate  any  place  whither  the  Govern- 
ment of  India  could  be  moved.  It  is  not  practicable  to  select  a  site  on  any  theoretical 
grounds,  hoN^ever  excellent,  nor  to  plant  the  Government  on  any  spot  not  already  a  first 
dass  city  and  station, — for  cities  proverbially  grow  of  themselves,  and  can  never  be  created 
twccessfully.  We  could  not  move  to  the  North-West  part  of  India,  for  although  that 
quarter  is  near  to  the  scene  of  political  action,  still  it  is  much  too  far  from  our  base  of 
communication  with  the  seaboard  ;  a  consideration  which,  after  the  experience  of  1857, 
can  ne\er  be  overlooked.  Neither  can  we  move  to  Poona,  for,  though  that  is  sufficiently 
near  the  sea,  still  it  is  much  too  far  from  the  North-West,  and  from  those  quarters  whien 
are  of  most  importance  in  any  general  trouble  or  danger;  and  moreover,  its  communications 
with  the  North-West  would,  under  such  circumstances,  be  found  far  from  good,  and  the 
main  route  (even  by  the  railway  which  is  being  made  from  Bombay  to  Allahabad),  is 
without  any  complete  chain  of  military  stations.  Further,  there  is  some  difficulty  in 
moving  the  Government  of  India  from  the  Bengal  Presidency  to  either  of  the  lesser  Presi* 
dencies,  inasmuch  as  it  would  be  separated  from  those  provinces  of  India  with  which  it 
has  a  more  direct  concern,  and  with  which  it  has  been  associated  for  a  century,  and  fixed 
in  a  comparatively  distant  part  of  the  country  with  which  it  has  less  connection  and 
association. 

29.  In  default,  therefore,  of  any  more  suitable  place  for  moving  to,  I  can  only  recom- 
mend that  we  adhere  to  Calcutta.  The  objections  to  its  climate  are  well  known,  but  these 
are  not  ihsuperable^  Though  for  half  the  year  the  seasons  are  insalubrious,  yet  that  is  not 
all  the  case  for  the  remainder.  And  so  far  as  cliniate  is  concerned,  the  Goveinment  of 
India  can  well  be  present  in  Calcutta  for  nearly  half  the  year,  whicfa^  in  my  judgment,  is  a 
fully  sufficient  proportion  of  time.  And  then  Calcutta  is  far  from  destitute  of  advantages 
us  a  capital.  It  has  the  largest  European  community  in  India.  It  is  the  principal  town 
and  port  of  the  richest  and  mo^t  populous  province  of  India.  It  is  the  point  where  the 
largest  fiscal  resources  in  the  Indian  Empire  are  gathered  together, — an  advantage  in  all 
seasons  of  trouble.    It  is  surrounded  by  the  most  docile  and  unwarltke  population  m  India, 
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80  that  while  the  greater  part  of  ihe  empire  might  be  agitated,  Bengal  would  remain  in  peace 
and  order;  and  thus  in  time  of  danger,  the  atmosphere  around  the  seat  of  the  Supreme 
Government  would  be  comparatively  tranquil, — an  advantagre  which  proved  of  great  value  in 
1867,  On  the  other  hand,  its  <iommuniciitions  with  all  the  North-Wefet  are  the  best  possible,, 
and  the  Governor  General,  or  the  whole  Government,  can  readily  move  there  if  required  by 
any  grave  reason  or  political  danger.  Lastly,  the  seat  of  the  Government  of  India  always 
has  been,  and  still  is,  in  Calcutta  ;  and  that  is  in  itself  an  argument  arising  out  of  the  entire 
traditions  of  the  British  Empire  in  India.  If  the  way  to  a  oeneficial.  change  could  be  seen 
cfearly,  then  such  change  might  be  worth  the  great  cost  which  such  a  move  would  entail. 
But  as  the  way  is  not  dear,  then  it  is  better  to  refrain  from  trying  the  change,  and  to 
avoid  the  heavy  expenditure  which  such  a  trial  would  occasion. 

30.  But  while  recommending  that  the  seat  of  the  Government  of  India  should  remain  at 
Calcutta,  1  should  be  quit«  averse  to  any  proposal  for  fixins:  it  there  all  the  year  round. 
Such  a  plan  would  grievously  weaken  the  Government  of  India,  and  deprive  it  of  the  best 
means  of  learning  its  duty  and  of  understanding  the  country  and  people  under  its  charge. 
It  18  essential  that  the  Governor  General  should  be  able  to  move  auout  the  interior  of  India, 
and  tliis  has  always  been  done  by  every  person  who  has  held  that  office.  I  have  found  it 
necessary  to  visit  some  of  the  most  important  parts  of  the  empire,  to  consult  the  local 
governors  and  administrators,  to  receive  the  Native  princes,  to  see  the  leading  Natives  of 
all  classes.  And  if  this  be  necessary  for  me,  who  have  spent  the  best  part  of  my  life  in 
India,  it  may  be  even  more  necessary  when  niy  present  office  is  held  by  an  English  states- 
man«  This,  too,  is  requisite,  not  only  in  periods  of  special  difficulty,  but  also  in  peace  and 
in  ordinary  times.  In  no  civilised  country,  whether  in  Europe  or  elsewhere,  do  the  heads 
of  the  Government  remain  permanently  at  the  capital  ail  the  year  round  ;  they  are  always 
absent  in  the  interior  during  a  portion  of  the  year.  In  India,  the  successive  Governors 
General  have  been  absent  from  Calcutta  on  the  average  from  one-third  to  one-half  of  their 
time.  I  have  myself  done  much  the  same,  and  I  have  spent  nearly  half  my  time  in 
Calcutta.  And  the  seasons  during  which  I  have  resided  at  Calcutta  have  been  those 
when  business  is  at  its  greatest  stretch ;  when  the  rity  is  at  its  fullest ;  when  trade  is  at 
its  highest :  when  people  are  most  congregated  together,  and  wlien  there  are  the  most 
facilities  for  assembling  the  Legislative  Council,  jind  for  consulting  persons  of 
all  classes.  And  some  such  principle,  subject,  of  course,  to  modification  according 
to  circumstances,  is  the  one  most  proper  to  be  followed.  In  moments  of  urgency, 
the  Governor  General  can  move  alone;  but  in  ordinary  times,  when  he  moves, 
it  is  most  desirable  that  he  should  be  accompanied  by  his  Council.  It  is  in  this  way  that 
the  duties  of  the  Government  can  best  be  discharged.  Of  late  years  when  the  Governor 
General  and  his  Council  have  moved  from  Calcutta  they  have  gone  to  Simla.  For  this 
purpose  Simla  has  been  found  convenient,  because  it  is  situated  near* the  Punjab  and  ihe 
North- West  Frontier,  the  quarter  where  our  most  important  political  and  military  relations 
ejdst,  because  the  route  to  and  fro  between  Calcutta  and  Simla  leads  through  the  most 
important  portion  of  India,  and  the  portion  with  which  the  Government  of  India  has  the 
most  direct  concern,  because  the  climate  is  of  great  salubrity,  and  because  it  is  at  present 
the  only  salubrious  station  where  adequate  accommodation  could  be  found  for  the  Members 
of  Government  and  such  portions  of  the  establishment  as  must  necessarily  accompany 
them.  But  these  circumstances  may  vary,  and  it  may  at  any  time  be  convenient  that  the 
Government  of  India  should  move  for  a  time  to  other  places  besides  Simla,  such,  for 
instance,  as  Ootacamund  in  the  Madras  Presidency,  or  Poona  in  the  Bombay  Presidency, 
or  other  stations.  But  provided  that  in  general  terms  a  part  of  the  year  were  spent  at  the . 
seat  of  Government,  and  a  part  in  the  interior  of  the  country,  the  determination  of  the  rest 
of  the  matter  will  best  be  left  to  the  Governor  General  of  the  day. 

31.  I  may  conclude  by  adverting  to  a  supposition  which  may  possibly  be  entertained  to 
the  effect  that  the  residence  of  the  Government  of  India  during  a  portion  of  the  year  at 
Simla  involves  additional  expense  to  the  State.  Now,  as  a  matter  of  fact,  no  such  addi- 
tional expense  has  been  incurred.  There  has  always  been,  still  is,  and  must  ever  be,  a 
certain  annual  expenditure  for  the  travelling,  the  tours,  and  the  State  Durbars  of  the 
Government  of  India.  During  the  last  few  years  the  annual  charges  under  this  head, 
including  all  expenses  relating  to  journeys  through  the  north-west  on  the  route  towards 
Simla  or  towards  Calcutta,  have  been  much  the  same  as  during  the  time  of  my  predecessors ; 
not  at  all  more,  but  rather  less.  And  during  these  very  tours  in  the  north-west  between 
Calcutta  and  Simla,  three  State  Durbars,  with  large  gatherings  of  native  princes,  and  with 
public  proceedings,  have  been  held,  namely,  that  at  Lahore  w  1864,  that  at  Agra  in  1866^ 
that  at  Lxicknow  in  1867. 

(signed)         Join  Lawrence. 
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Enclosure  2,  in  No.  11. 

Minute  by  His  Excellency  Sir  W\  R.  Mansfield  on  ihe  Despatch  of  the  Right  Honour- 
able the  Secretary  of  State  for  India,  No.  10;  dated  16  January  1868. 

The  question  whether  Bengal  should  be  placed  under  a  Government  similar  to  that  of 
the  Presidency  of  Bombay  seems  to  me  to  hmge  on  an  important  point,  which  is  stated  in 
the  17th  paragraph  of  the  Secrelaiy  of  Stale's  letter,  viz.,  whether  it  be  desirable  to 
authorise  the  Governor  General  to  take  a  more  direct  share  of  administration  in  his  relations 
to  the  suborrlinate  Governments  of  other  pnrts  of  India. 

Owing  to  the  privilege  of  direct  correspondence  with  the  Secretary  of  State,  the 
Governnients  of  Madras  and  Bombay  are  placed  in  a  position  of  quasi-independence 
towards  the  Government  ol  India.  Or,  to  put  the  matter  more  exactly,  it  may  be  said 
that  Madras  and  Bombay  exist  under  a  two-fold  supremacy,  viz.,  of  the  Secretary  of  State 
on  the  one  hand,  and  of  the  Government  of  India  on  the  other. 

The  natural  result  is  that,  according  to  tlie  opinions  held  by  a  minor  Government,  the 
Secretary  of  State  and  the  Government  of  India  are  liable  to  be  played  off  against  each 
other. 

If  the  dissent  is  from  the  views  of  the  Government  of  India,  the  attempt  is  sure  to  be 
made  in  despatches  and  telcgrnms  to  obtain  a  sanction  or  approval  or  opinion  from  the 
Secretary  of  State,  or  at  least  to  influence  him  before  the  voice  of  the  supreme  Government 
can  be  heard  in  London. 

This  actually  occurs,  it  may  be  presumed,  in  every  Department,  but  more  especially  in 
uU  matters  of  financial  character,  in  which  the  necessary  control  of  the  Government  of 
India  is  felt  immediately,  and  often  much  resented. 

As  it  IS,  the  Government  of  India,  which  finds  the  ways  and  means,  and  which  is  finally 
responsible  for  the  good  order  and  management,  domestic  and  foreign,  of  the  whole  empire, 
it  does  appear  to  me  most  unreasonable  that  the  privilege  of  diiect  correspondence  with 
the  Secretary  of  State  should  belong  to  Madras  and  Bombay. 

Having  a  long  experience  as  a  IvCember  of  Council  in  Bombay,  and  subsequently  in  that 
of  the  Governor  General,  I  am  convinced  that  the  aritingement  suggests  and  promotes 
opposition  in  small  as  well  as  large  matters,  and  is  a  bar  to  efficient  financial  control. 

This  may  be  said  without  prejudice  to  the  argument  in  favour  of  what  has  been 
called  financial  decentralisation,  according  to  certain  principles  which  were  illustrated  in 
our  discussions  of  last  year. 

Favourable  as  I  am  to  such  financial  decentralisation,  I  should  be  averse  to  see  it 
introduced  if  not  accompanied  by  the  restoration  of  the  Governor  General's  authority 
where,  to  my  apprehension,  it  has  of  late  suffered  decay  since  the  supervision  of  the 
several  Presidencies  in  India  has  been  transferred  directly  to  Parliament  from  the  Honour- 
able East  India  Company. 

I  would,  therefore,  suggest  that  the  first  reform  to  be  carried  out  is  the  withdrawal  of  the 
privilege  from  Madras  and  Bombay  of  direct  correspondence  with  the  Secretary  of  State, 
m  order  (hat  the  Governor  General  in  Council  may  really  be  the  Governor  General  of 
India,  without  detriment  to  his  functions  from  the  office  of  the  Secretary  of  State.  The 
latter  would  still  be  the  final  authority  with  regard  to  Madras  and  Bombay,  as  he  is  now  for 
all  other  administrations  in  Inth'a  which  are  without  the  privilege  alluded  to,  and  which 
certainly  do  not  in  any  manner  suffer  on  that  account  with  regard  to  their  differences  with 
the  Governor  General  being  fully  heard  and  decided  on  their  merits,  e.g.,  the  talookdaree 
question  in  Oude. 

If  the  above  suggestions  were  carried  into  execution,  I  should  be  in  favour  of  substituting 
a  Governor  in  Council  in  Bengal  for  the  Lieutenant  Governor  without  a  Council,  bttt  not 
otherwise.  For  I  am  extremely  averse  to  diminishing  the  authority  and  prestige  of  the 
Governor  General,  either  directly  or  indirectly :  but,  on  the  contrary,  hold  the  strongest 
opinion  that  he  should  be  the  sole  authority  responsibJe  to  the  Secretary  of  State,  that 
responsibility  not  being  interrupted  by  any  conditions  or  relations  such  as  that  to  which  I 
have  drawn  attention. 

I  believe  that  this  state  of  things  would  be  more  satisfactory  and  intelligible  to  Parliament 
than  what  we  now  have,  and  that  the  chance  of  misunderstanding,  with  regard  to  essential 
responsibility,  would  be  thus  avoided. 

But,  this  being  granted,  I  am  clearly  of  opinion  that  the  concerns  of  the  Government  of 
Bengal  are  such  as  to  require  the  assistance  of  a  Council,  of  which  the  members  would 
take  the  direction  of  executive  departments  under  the  control  of  the  Governor. 

The  amount  of  detail  and  routine  work  now  passing  under  the  eye  of  the  Lieutenant 
Governor  is,  I  conceive,  far  more  than  any  one  man  can  attend  to.  The  result  can  hardly 
fiiil  to  be  that  decision  on  many  minor  points  must  depend  on  unseen  and  irresponsible  sub- 
ordinates, while  there  is  the  further  consec^uence  that  the  Lieutenant  Governor  is  without 
the  leisure  lime  to  apply  to  the  consideration  of  great  political  and  social  questions,  such, 
for  instance,  as  the  "relations  between  Europeans  and  Natives,  the  indigo  question,  the 
labour  difficulty  in  Assam,  and  so  on.  v 

During  my  eight  years  of  association  with  Indian  Governments,  I  have  seen  the  greatest 
advantages  result  to  the  public  interests  fiom  the  thorough  discussion  in  Council  of  im- 
portant subjects,  while  the  occasional  loss  of  time  in  altercation,  which  is  after  all  but  a 
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rare  occurrence,  is,  in  the  long  run,  of  no  consequence.  The  support  which  a  Governor 
General  or  a  Governor  generally  receives  from  liis  Council  infinitely  outweighs  the  occa- 
sional instances  in  which  he  may  be  thwarted,  so  far  as  he  is  personally  concerned.  The 
control  aflTorded  by  argument,  and  the  modification  of  opinion  consequent  on  the  latter  are, 
I  believe,  of  almost  inappreciable  value  in  a  countiy  of  close  bureaucratic  administration, 
in  which  Parliamentary  and  all  other  means  of  open  discussion  are  denied  to  the  respon- 
sible authorities. 

I  confidently  assert  that  the  compromises  generally  flowing  from  the  discussions  of  an 
Indian  Council  are  far  safer  and  more  directly  beneficial  to  the  community  and  the 
interests  of  the  State  at  laree,  than  the  simple  decisions  of  one  man^however  able  he  may 
be,  and  however  well  he  may  be  provided  with  a  staff  of  Secretaries  and  other  subordinates. 
For  it  must  be  recollected  that  no  real  debate  takes  place  between  this  class  of  functionaries 
and  their  chief.  They  may  offer  ably  expressed  opinions,  but  the  very  nature  of  their 
position  prevents  the  enforcement  of  such  opinions  by  strong  argument  when  the  Governor 
concerned  has  shown  the  direction  of  his  own  views  in  a  contrary  sense. 

Therefore,  in  answer  to  the  questions  put  by  the  Secretary  of  State  {see  paragraphs  12 
and  13  of  his  Despatch),  I  would  say  that  Btngal  should  have  a  Governor  u\  Council,  on 
the  understanding  that  he  does  not  correspond  directly  with  the  Secretary  of  State,  and 
that  such  privilege  of  correspondence  be  withdrawn  from  the  Governments  of  Madras  and 
Bombay. 

In  answer  to  the  questions  put  in  paragraphs  14  and  15,  I  would  suggest  that  io  place 
the  local  administration  of  Bengal  in  the  hands  of  the  Governor  General  in  Council  is  a 
reactionary  step,  which  would  interfere  with  the  efl&ciency  of  the  Governor  General  for  the 
purposes  of  the  empire  at  large,  and  that  it  would  serve  to  retard  progress  in  the  adminis- 
tration of  Bengal.  Such  an  arrangement  was  barely  tolerable  when  the  Bengal  Piesidency 
did  not  extend  beyond  the  Jumna,  and  when  Oude,  Nagpore,  and  Burmah  were  still 
unannexed. 

While,  as  above  recommende-l,  I  would  add  to  the  positive  authority  of  the  Governor 
General,  I  deprecate  any  measure  which  would  have  the  effect  of  encumbering  him  with  the 
details  of  executive  administration,  beyond  what  comes  before  him  now  as  the  general 
referee  of  the  several  Governments,  Commissions  in  Chief,  and  Governor  General's  agencies. 

In  reply  to  the  query  conveyed  in  paragraph  16,  \  beg  to  express  my  opinion  that  the 
present  Legislative  Council  of  Bengal  sliould  be  continued.  Considering  the  very  exten- 
sive ramification  of  European  settlement  in  Bengal,  Behar,  and  Assam,  and  the  manner  in 
which  the  people  look  to  law  as  opposed  to  regulation,  I  have  little  doubt  that  to  vest  the 
Lieutenant  Governor  with  legislative  powers  for  Bengal  and  Behar  would  ^e  a  step  in  the 
wrong  direction,  and  that  it  would  be  viewed  with  much  dissatisfaction  by  the  community, 
British  and  Native.  It  is  a  matter  of  fact  that  the  Legislative  Council  of  the  Governor 
General  has  hardly  time  or  strength  for  the  business  it  is  now  called  on  to  transact.  The 
official  members  who  have  their  own  executive  work  to  attend  to  are  so  pressed  by  the  com- 
mittee and  other  business  put  on  them,  that  they  must  at  times  feel  that  they  are  unable  to 
do  justice  to  it.  If,  therefore,  this  business  is  to  be  extended,  the  Council  of  the  Governor 
General  in  the  Legislative  Department  would  seem  toreauire  additional  members.  To  add 
to  its  number  would  deprive  it  of  the  character  attributed  to  the  Council  under  the  changes 
introduced  by  Lord  Canning;  and  Lord  Halifax. 

I  understand  that  the  Bengal  Legislative  Council  has  done  the  local  legislation  well, 
the  debates  of  that  Council  being  a  safety-valve  for  the  expression  of  opinion.  Native  and 
British,  in  Calcutta,  on  local  and  municipal  matters,  and  on  projects  of  law  affecting  indus- 
trial interests  in  the  provinces. 

In  reply  to  paragraph  18,  it  seems  to  me  that  the  law,  as  now  existing,  answers  every 
purpose. 

ft  is  much  to  the  advantage  of  the  State  that  the  Governor  General  should  move  with 
his  Council  according  to  the  plan  adopted  by  his  Excellency  Sir  John  Lawrence.  For  in 
this  manner  there  is  great  economy  of  time  in  the  transaction  of  business,  and  the  double 
Government  of  the  old  syt^tem  with  all  its  delays  and  altercations  is  avoided. 

It  is  hardly  possible  to  com  eive  a  system  more  hostile  to  the  transaction  of  business 
than  that  old  system,  according  to  which  a  Governor  General  with  one  set  of  secretaries 
passed  long  seasons  in  the  Upper  Provinces,  whilst  there  was  a  President  in  Council 
sitting  in  Calcutta  with  another  set.  This  evil  used  to  be  freely  admitted  in  former  times 
by  those  best  able  to  give  opinions,  and  I  am  led  to  believe  that  it  was  fully  illustrated 
during  the  Government  of  the  late  Lord  Elgin. 

In  the  new  system,  as  now  inaugurated,  the  Government  is  always  together,  and,  with 
the  exception  of  the  brief  interval  passed  in  travelling,  the  Council  of  the  Governor 
General  is  in  never-ceasing  session.  The  results  are  a  vast  administration  without  any 
arrears  of  business,  and  a  considerable  personal  acquaintance  with  different  Provinces  of 
the  empire  on  the  part  of  the  Members  of  Council. 

It  is  besides  most  important  that  the  weight  of  the  Governor  General's  presence  should 
be  felt  elsewhere  than  in  Bengal  Proper.  The  remark  applies  more  especially  to  the 
Government  of  the  Punjab,  which  guatds  the  frontier,  and  whence  come,  therefore,  the 
most  urgent  political  and  military  questions,  the  same  frequently  demanding  early  and 
rapid  decision. 

In  short,  I  cannot  conceive  an  arrangement  more  sound  in  principle  and  more  conducive 
to  imperial  interests  than  that  which  has  been  sanctioned  by  his  Excellency  the  Viceroy, 
and  which  has  been  tested  by  the  experience  of  four  years. 
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I  do  not  thicik  that  any  advanta^^e  would  flow  from  the  plan  of  causing  one  or  two 
netubers  of  Council  to  attend  the  Governor  General  whilst  the  remainder  migiit  stop  ia 
Ca'cutta.  The  advantages  of  the  unity  of  tl>e  Council  would  thus  be  destroyed,  while  I 
fail  to  apprehend  any  practical  result  which  could  be  obtained  in  compensation. 

With  regard  to  the  point  stated  in  paragraph  19,  it  is  probable  that  the  establishment  of 
summary  powers  of  legislation  for  certain  portions  of  India,  meaning  thereby  what  have 
been  called  non-regulation  Provinces,  may  be  an  appropriate  arrangement,  altliough  it  is 
open  to  question  whether  Legislative  Ct)uncils  should  iM)t  be  given  to  the  Grovernmenis  of 
the  North-Western  Provinces  and  the  Punjab  for  the  transaciion  of  such  business  as  that 
performed  l>y  the  Legislative  Councils  of  Bengal,  Madras,  and  Bombay,  I  am  aware  that 
many  politicians  in  India  hold  to  this  view,  and  there  is  much  to  be  said  in  favour  of  it 

With  respect  to  the  question  put  in  paragraph  20,  viz.,  as  to  the  expediency  of  maintain-* 
ing  Calcutta  as  the  capital  of  liKlia,  1  have  no  doubt  in  my  own  mind  that  there  should  be 
no  change.  Whether  the  Lieutenant-Uovernor  of  Bengal  remain  as  he  is,  or  assume  a 
higher  style  and  title,  he  should  in  either  case  be  unaffected  by  the  mere  fact  of  the 
presence  of  the  Governor  General.  As  an  illustration  of  my  meaning,  I  would  instance 
that  the  military  command  of  the  Presidency  division  is  entirely  uninfluenced  by  my 
presence  or  absence  Tiom  Calcutta,  the  routine  of  command  proceeding  in  the  same  groove 
and  according  to  the  same  rules  of  correspondence,  wherever  the  Commander  in  Chief  may 
happen  to  be.  I  do  not  understand  that  there  could  be  any  diminution  of  the  Governors 
importance  or  independence,  because  for  a  certain  portion  of  the  year  the  Governor  General 
Comes  with  his  Council  to  his  ancient  and  honoured  place  of  residence.  The  same  remark 
would  apply  to  any  other  Government  besides  diat  of  Bengal,  if  the  Governor  General 
should  please  to  transfer  himself  for  a  season  to  one  of  the  minor  ca[)itals.  When  con- 
sidering this  matter,  we  must  not  forget  the  presti^i>e  of  a  lon^-established  capital  which 
applies  to  Calcutta,  and  the  vast  waste  of  public  property  which  would  follow  on  any 
cnange. 

There  are  other  points  of  the  Secretary  of  State's  despatch  which,  according  to  his 
wishes,  I  believe,  should  not  pass  without  an  opinion.  Thus,  with  respect  to  that  suggested 
in  paragraph  10,  I  think  it,  on  the  whole,  t>etter  to  leave  outlying  provinces  under  the 
governments  to  which  they  have  become  accustomed.  I  think  it  would  be  a  mistake  to 
alienate  Sinde  from  Bombay,  and  I  rather  imagine  that  such  are  the  relations  of  trade 
between  Assam  and  Calcutta,  that  it  is  better  to  leave  that  province  under  the  Govern- 
ment of  Bengal,  which  has  for  a  long  time  been  engaged  with  the  difficulties  of  the  planter 
interest  and  the  development  of  the  resources  of  the  province. 

As  to  the  constitution  of  a  Council  for  Bengal,  I  do  not  think  the  object  will  be  properly 
attained  by  having  a  council  of  secretaries.  A  military  member  not  being  required,  a 
council  might  properly  consist  of  two  members  in  addition  to  the  Governor,  one  of  whom 
being  Financial  Comiuissioner  for  the  (Government  in  place  of  the  Board  of  Revenue,  and 
the  other  to  represent  more  especially  agriculture,  irrigation,  public  works,  8cc 

Differing  as  I  do  with  the  Governor  General  in  his  opinion  as  to  the  value  of  Councils^ 
I  am  obliged  to  differ  with  him  also  in  his  view  that  the  Orissa  calamity  was  probably  un- 
affected by  the  absence  of  one  in  Bengal.  I  think  if  there  had  been  a  Council  at  Sir 
Cecil  Beadon's  elbow,  of  which  the  members  would  have  shared  his  responsibility,  the 
discussions  proceeding  on  the  information  submitted  to  him  would  have  produced  a  greater 
caution  in  the  actio:^  of  the  Bengal  Government.  1  am  persuaded  that  the  want  of  this 
resulted  from  the  entire  absence  of  such  control  by  discussion  and  argument  over  a  san- 
guine and  courageous  temper,  which,  as  we  recollect  in  the  dark  time  of  the  mutiny,  was 
always  buoyant  and  reliant,  and  was  thus  the  means  of  the  most  effective  support  to  the 
late  Lord  Canning. 

I  can  well  recollect,  when  I  was  in  Bombay,  how  urgent  used  to  be  the  consultations  of 
the  Governor  with  his  Council  when,  as  so  frequently  happened  in  the  Dekkan  and  else- 
where, we  were  threatened  with  famine. 

The  point  almost  invariably  put  before  us  in  such  emergencies  was,  whether  the  scarcity 
and  the  alarm  were  of  a  character  to  warrant  departure  from  the  ordinary  rules  of  p  )litical 
economy,  which  are  maintained  to  the  last  moment  in  the  interest  of  commerce^  and  there- 
fore of  ihe  people  who  are  the  subject  of  anxiety. 

But  in  truth,  in  considering  the  value  of  discu^ion  in  Couiicil,  we  must  not  be  guided  by 
the  success  of  one  most  able  man  in  particular  circumstances  who  may  have  cbne  with- 
out one,  but  whether  the  majority  of  exalted  functionaries  are  likely  thus  to  succeed. 
Veiy  great  ability  is  after  all  the  exce])tion  among  Governors  as  well  as  among  other  men. 
The  tendency  of  administration  is  to  become  more  complicated  and  more  difficult  as  civili- 
sation advances,  and  the  problems  submitted  to  Bengal  in  the  present  day  are{>robably  far 
less  easy  of  solution  and  require  greater  circumspection  than  those  involved  in  the  direct  policy 
whieh  was  demanded  in  the  Punjab  immediately  after  the  annexation  of  that  country. 

24  February  1868.  (signed)         TF.  R.  Mansfield. 
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Appendix  to  the  Minutb  of  His  Excellency  the  Corumatider  in  Chief; 
dated  24  February  1868. 


Extract  Paragraphs  11,  12,  and  13  of  Revenue  Despatch  from'  the  Government  of  India, 
to  tlie  Right  Honourable  Sir  Charles  Wood,  Secretary  of  State  for  India,  No.  19,  dated 
19  May  I860.  • 

Para.  11.  ^'  While,  however,  we  have  had  to  encounter  this  opposition  from  Madras  and 
Bombay,  we  must  not  omit  to  refer  to  the  support  we  have  received  from  ali  other  parts  of 
India.  From  this  ciiy  to  Peshawur  we  have  not  found  a  solibiry  instance  of  any  one  in 
the  public  service,  whatever  his  position,  who  has  not  exerted  himself  to  the  utmost,  both 
by  advice  and  active  precautionary  measures,  to  give  support  to  the  Government;  nor  have 
we  found  a  single  instance  where  an  opinion  is  expressed  that  the  taxes  may  not  with  due 
caution  and  care  be  successfully  carried  out;  nor  have  they,  in  expressing  such  opinions, 
overlooked  the  natural  aversion  of  all  men  to  new  taxes,  and  especially  il)e  enormously 
increased  diBSculty  which  has  been  created  by  the  industrious  dissemination  of  the  Minutes 
of  the  Madras  Government. 

12.  "  You  will,  no  doubt,  be  struck  by  the  facts  brought  out  in  our  letter  to  Bombay, 
as  to  the  rapid  growth  of  our  expenditure  other  ihan  military.  Upon  that  important  subject, 
and  upon  the  continued  practice  of  the  local  Governments,  and  particularly  that  of  Madras, 
of  incurring  expenditure  without  sanction,  and  of  their  resorting  direct  to  the  Home  Govern- 
ment for  such  sanction,  instead  of  applying  to  this  Government,  we  propose  to  address  you 
by  the  next  mail  in  continuation  of  this  Despatclu 

13.  "  We  will  only  add  that  great  and  irreparable  as  is  the  damage  done  to  our  present 
efforts  to  place  the  fii  ancesupon  a  sound  foundation  by  the  causes  to  which  we  have  lefcrred, 
we  have  still  no  reason  to  think  that  the  execution  oF  our  measures  will  be  attended  with 
such  d)jBBculties  as  cannot  be  surmounted  by  caution,  firmness,  and  moderation,  and  you 
may  rely  upon  our  best  efforts  being  used  to  that  end.^' 

(signed)         H.  B.  E.  frtre. 
J.  fVilsoti. 


Enclosure  3,  in  No.  11. 


Minute  by  the  Honourable  Sir  W.  Muir,  on  the  Modifications  proposed  in  the  Government 

of  Bensal. 


•o" 


On  the  main  question  proposed  by  the  Secretary  of  State  in  his  Despatch  of  the  16th 
January  last,  I  expressed  my  views  at  some  length  in  a  paper  "  on  the  expediency  of 
increasing  the  authority  of  the  several  local  Governments,  prepared  by  me  as  Foreign 
Secretary,  at  the  Viceroy's  desire,  and  suhmitted  to  his  Excellency  on  the  20th  September 
last.  Instead  of  repeating  the  arguments  there  made  use  of,  I  append  to  this  minute  a  copy 
of  the  note  in  question. 

I  agree  most  thoroughly  with  the  Governor  General  in  considering  that  a  Governor 
or  Lieutenant  Governor  without  a  Council,  is  the  most  vigorous  and  efficient  form  of  local 
Government.     I  need  not  recapitulate  my  reasons  for  this  opinion. 

If  the  head  of  the  local  admmistration  be  at  home  (as  he  always  ought  to  be),  in  Indian 
experience,  a  Council  is  not  necessary.  In  all  important  matters,  involving  undetermined 
principles,  the  Supreme  Government  itself  supplies  the  want  of  a  Council ;  is  the  fly-wheel 
which  moderates  and  controls  the  movements  of  the  local  Government. 

If  the  Governor  or  Lieutenant  Governor  were  chosen  from  persons  unacquainted  with 
India,  then  no  doubt  a  Council  would  be  required,  because  otherwise  the  Governor  or 
Lieutenant  Governor  would  be,  to  a  great  extent,  dependent  on  irresponsible  advisers. 

But  apart  from  the  advantage  of  having  an  administrator  of  local  experience,  I  am  satis- 
fied, for  the  reasons  stated  in  the  accompanying  Note,  that  upon  the  whole,  there  is  far 
more  energy  and  promptitude  under  the  government  of  a  single  person  than  under  the 
corporate  action  of^a  Council.  Since,  then,  the  individual  form  is  attainable,  as  it  always 
is  on  this  side  India,  in  connection  with  an  effective  check,  I  believe  that  it  would  oe 
for  the  disadvantage  of  Bengal  to  substitute  a  Council  for  the  same. 

I  am  not  prepared  to  say  that  the  same  reasoning  applies  to  Madras  and  Bombay ; 
because  the  •*  effective  check"  could  not,  on  account  of  the  distance,  and  the  less  familiarity 
of  the  Supreme  Government  with  the  circumstances  of  those  Governments,  be  exercised 
perhaps  with  sufficient  specificness  and  authority.  It  may  thus  be  necej^sary  to  provide  for 
those  Governments  a  degree  of  autonomy  and  of  modified  independence,  which  it  would  not 
be  safe  to  give  without  the  check  of  a  local  Council. 

For  these  reasons  I  answer  the  question  put  by  the  Secretary  of  State  in  his  12th 
paragraph  in  the  negative. 

Further,  in  reply  to  paragraph  Id,  I  am  of  opinion  that  the  present  relations  between  the 
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Government  of  Bens^al  and  the  Supreme  Government  should  be  maintained.  The  freedom 
of  personal  action  is  just  so  far  under  control,  as  to  secure  an  uniform. and  consistent 
administration,  without  trammeling  or  weakening  personal  responsibility,  I  do  not  say- 
that  in  some  points  of  detail,  involving  possibly  greater  liberty  in  the  disposal  of  certain 
heads  of  local  taxation,  some  improvement  may  not  be  practicable.  But,  speaking  broadly, 
I  am,  without  doubt,  in  favour  of  maintaining  tlie  relations  now  in  force. 

In  reference  to  paragraph  14,  I  should  deem  ii  highly  inexpedient,  for  the  reasons  given 
by  the  Governor  General,  to  place  the  local  administration  of  Bengal  in  the  same  hands  as 
the  general  administration  of  India.  And  for  similcR*  reasons,  I  should  deem  it  objectionable 
to  associate  the  Lieutenant  Governor  of  Bengal  with  the  executive  Council  of  India 
(paragraph  16).  That  functionary  ought  not  to  be  diverted  from  the  proper  duties  of  his 
own  Government,  And  even  as  regards  the  Legislative  Council  of  India,  I  think  it  is  hard 
uoon  him  to  require  that  he  should  take  a  share  in  any  legislative  work  excepting  such  as 
concerns  his  own  Government,  or  special  measures  of  importance  on  which  the  Government 
of  India  might  particularly  desire  the  benefit  of  his  experience. 

I  am  not  prepared  to  concur  with  the  Governor  General  in  advocating  the  abolition  of  the 
BengH]  Legislative  Council.  There  is  much  local  legislation,  which  I  think  would  be 
unsuited  for  the  Imperial  Legislative  Council,  and  the  province  appears  to  me  too  far 
advanced  for  the  summary  legislation  adverted  to  in  paragraphs  9,  10,  and  19.  Indeed 
(agreeing  on  this  point  with  the  opinions  which  I  believe  are  those  of  my  honourable 
colleague,  Mr.  Maine),  I  should  hold  such  a  stage  of  legislation  to  be  suitable  only  for  the 
outlying  and  ruder  tracts.  At  the  same  time,  1  feel  strongly  that  the  Imperial  legislative 
body  is  not  properly  constituted  for  the  discussion  and  decitiion  of  the  numerous  questions 
of  a  local  nature,  which  come  up  from  the  North-Western  Provinces  and  the  Punjab.  I  do 
not  think  that  enactments  involving  matters  of  a  purely  provincial  character  can  have 
justice  done  to  them  in  the  Supreme  Legislative  Council.     And  the  only  remedy  I  can  at 

Present  see  is  to  put  those  Governments  on  the  same  footing  in  respect  of  local  Legislative 
Councils  as  Bengal  stands  upon. 

In  respect  of  not  moving  the  seat  of  the  Supreme  Government  from  Calcutta,  I  entirely 
agree  with  the  Governor  General.  I  know  of  no  place  in  India,  and  have  heard  of  no 
place,  the  claims  of  which  can  at  all  come  into  competition  with  those  of  Calcutta,  even  if 
we  were  r«ow  for  the  first  time  searching  for  a  suitable  capital  As  stated  in  the  attached 
Note,  the  claims  of  Calcutta  are  immensely  strengthened  by  the  long  traditions  of  supremacy 
which  have  fixed  it  as  the  capital  in  the  mind  of  India.  I  feel  this  so  strongly  as  to  deem 
the  public  discussion  of  the  question,  involving  as  it  does  the  notion  of  change  and  instability 
in  our  counsels,  a  grave  political  mistake. 

I  concur  uitli  the  Governor  General  in  thinking  that  Assam  might  with  advantage  be 
constituted  a  Chief  Commissionership ;  and  if  so,  that  it  would  have  freer  action  and  better 

f)rospects  under  the  direct  control  of  India,  than  of  Bengal.  This  ought  materially  to 
ighten  the  Lieutenant  Governor's  hands. 

I  have  alreadv  stated  in  the  Note  referred  to,  that  I  think  the  work  of  the  Bengal  Board 
of  Revenue  might  be  dischartjed  by  a  single  member.  The  Lieutenant  Governor  would 
probably  not  require  responsible  advisers  m  the  other  Departments,  and  the  suggestion 
which  I  made  for  a  Chief  Commissioner  of  Circuit  may  therefore  not  be  necessary.  If  (as 
I  gather  from  the  Governor  General's  Minute)  it  has  bren  proposed  to-  give  the  Bengal 
Chief  Secretary  50,000  rupees  a  year,  it  seems  to  me  that  the  allowance  is  pitched  con- 
siderably too  high.  I  am  not  aware  that  the  present  salary  is  inadequate  for  securing  and 
retaining  for  a  sufficient  period  the  best  men  available;  and  it  appears  to  me  inexp^ient 
to  fix  the  salary  of  an  irresponsible  secretary  of  a  local  Government  at  the  same  rate  as  that 
of  a  high  court  judge,  higher  than  that  of  the  Revenue  Board,  and  equal  to  that  of  a 
member  of  the  Legislative  Council  and  the  Secretaries  to  ihe  Government  of  India.  It  will 
also  create  discontent  in  other  Governments,  the  tendency  being  always  to  compare  the 
emoluments  of  corresponding  offices. 

I  agree  generally  with  the  Viceroy,  that  the  Governor  General,  when  absent  from 
Calcutta,  and  seated  at  any  convenient  locality,  should,  as  a  rule,  be  accompanied  by  his 
Council.  The  decision  of  all  important  questions  is  thus  made  subject  to  wholesome  dis- 
cussion, and  the  disposal  of  the  business  of  Government  under  the  present  departmental 
system  facilitated.  When  it  may  not  be  possible  to  take  all  the  members,  it  might  be 
advantageous  that  the  Governor  (xeneral  should  have  power  to  take  any  one  or  more. 

A  stay  of  four  or  five  months  in  Calcutta  is  probably  ample  for  the  disposal  of  legislative 
and  other  business  connected  with  the  metropolis.  But  I  confess  I  should  like  to  see  the 
Governor  General  making  progresses  from  time  to  time  through  the  various  provinces.  His 
presence  should  be  felt  in  provinces  out  of  the  beaten  track.  While  thus  absent  from 
Calcutta  during  a  portion  of  the  winter  months,  there  is  no  reason  why  legislation  and  other 
business  should  not  be  to  a  great  extent  disposed  of  by  the  portion  of  the  Council  which 
on  such  occasions  the  Governor  General  might  leave  behind  him  in  Calcutta. 

In  conclusion,  I  wish  to  add  a  strong  expression  of  my  opinion,  that  whatever  shape  the 
Government  of  Bengal  may  assume,  there  should  be  no  diiect  correspondence  with  ihe 
Secretary  of  State.  The  Government  of  India  is  much  weakened,  and  often  embarrassed 
by  the  wise  position  in  which  it  is  now  placed  with  reference  to  Madras  and  Bombay. 
These  Governments  submit,  at  pleasure,  reports  and  proposals  to  the  Secretary  of  State,  and 
orders  are  consequently  sometimes  passed  without  previous  reference  to  the  supreme  local 
authority.  The  practice  is  not  only  defective  as  respects  the  decision  of  individual  cases, 
but  (as  urged  in  my  Note)  it  is  calculated  to  undermine  the  authority  of  the  Government  of 
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India,  and  render  Madras  and  Bombay  impatient  of  its  control.  Excepting  returns  and 
formal  business,  and  tlie  power  of  reportinij  direct  on  emergencies,  I  submit  that  all  reports 
and  references  should  be  made  to  England  through  the  channel  of  the  Governor  General  in 
Council  alone ;  and  till  a  change  is  made  in  this  direciion,  I  am  certain  that  irritation  and 
discomfort  will  characterise  the  relations  of  the  local  Governments  with  that  of  India,  and 
the  relations  of  India  with  the  Secretary  of  State. 

25th  February  1868.  (signed)         W.'Muir. 


Appendix. 


Note  by  the  Foreign  Secretary  on  the  Expediency  of  increasing  the  Authority  of  the 

several  Local  Governments. 

The  question  under  discussion  is,  whether  it  is  advisable  to  give  the  local  administrations 
a  greater  independence  and  stretch  of  authority  than  they  now  possess,  and  whether  there 
should  be  any  change  in  the  character  and  force  of  the  c«)ntrol  at  present  exercised  by  the 
Supreme  Government. 

2.  The  administration  of  British  India  and  of  our  relations  with  ^foreign  States  is  dis- 
charged by  four  classes  of  authorities : — 

I.  The  Governments  of  Madras  and  Bombay. 

II.  The    Lieutenant  Governorships  of  Bengal,   North-Western    Provinces,    and 
Punjab. 

III.  The  Chief  Commissioners. 

IV.  The  residents,  and  agents  of  the  Governor  General. 

3.  The  first  class,  i,  e.,  the  Governments  of  Madras  and  Bombay,  stand  in  a  distinct 
category.  They  are  at  a  great  di»tance  from  Calcutta,  and  have  always  possessed  more  or 
less  the  power  of  independent  action,  and  of  communicating  directly  with  the  Home 
Government.  The  interl'erence  of  the  Supreme  Government  was  formerly,  in  the  main, 
confined  to  military  and  financial  matters,  and  our  relations  with  external  Powers.  In  later 
times  the  control  became  more  strict  in  two  points,  finance  and  legislation.  As  regards  the 
former,  the  budget  system  still  holds  its  powerful  check  ever  every  Department,  although 
its  stringency  is  relaxed  in  respeci  of  local  funds.  In  legislation  also,  the  power,  for  a  time 
centralised  in  Calcutta,  has  been  agnin,  with  great  advantage,  distributed  and  local  legisla- 
tion permitted  on  subjects  not  of  strictly  Imperial  concern. 

4.  Excepting,  then,  the  army  and  finance,  and  other  Departments  as  affected  by  the 
budget  system,  the  Governments  of  Madras  and  Bombay  retain^  without  any  material 
diminution,  the  same  power  of  nearly  independent  action  they  have  always  had.  Indeed, 
as  respects  Madras,  the  fact  is  patent  from  the  almost  entire  absence  in  this  department  of 
any  symtom  of  interference.  The  only  cases  in  the  Foreign  Office  which  occur  to  me  as 
affecting  Madras,  have  been  in  connection  with  Prince  Azeem  Jah,  a  matter  referred  to  the 
Governor  General  by  the  Secretary  of  State ;  a  boundary  dispute  between  Madras  and  the 
Central  Provinces,  eventually  settled  with  the  consent  of  Madras;  a  claim  on  the  part  of  a 
French  resident  to  frank  his  letters;  and  one  or  two  smaller  matters  connected  with 
Mysore. 

6.  The  action  of  the  Government  of  India  in  respect  of  Bombay  has  been  more 
•  frequent  Unlike  Madras,  which,  undisturbed,  occupies  its  own  corner  of  the  Peninsula, 
Bombay  touches  Imperial  interests  at  many  points.  She  is  closely  connected  with  the 
political  relations  of  all  the  countries,  buth  maritime  and  inland,  on  the  West  and  North- 
West  frontier ;  she  is  on  the  highway  to  England ;  and  her  ports,  roads,  railways,  telegraph, 
and  post,  are  essential  to  the  whole  of  India  for  travelling,  traffic,  and  correspondence. 
Every  day  the  communication  is  becoming  more  complete  and  rapid ;  and  now  the  trans- 

S>rt  of  troops  vid  Egypt  will  link  Bombay  in  another  point  with  Imperial  requirements, 
ase  and  quickness  of  communication  are  followed  by  a  more  intimate  acquaintance  on 
the  part  of  the  Supreme  Government  with  the  personnel  and  circumstances  of  the  adminis- 
tration. For  all  these  reasons  it  is  natural  that  more  constant  reference  should  be  made  to 
the  Government  of  India  by  Bombay,  than  from  a  distant  and  not  easily  accessible  Pro- 
vince like  Madras,  and  that  the  Government  of  India  itself  should  be  oftener  referred  to 
for  guidance,  or  required  to  interpose  its  action. 

6.  And  yet,  excepting  legislation  and  finance  and  public  works  (mainly  as  affected  by 
finance),  the  degree  of  interference  is  not  great.  The  proceedings  of  the  Governments  of 
Madras  and  Bombay  are  submitted  monthly  to  the  Government  of  India.  But  the  entire 
jp£r5onnef  of  the  administration  is  at  the  absolute  disposal  of  the  Governor  of  each  Presi- 
dency ;  no  sanction  or  reference  of  any  kind  is  needed  for  the  nomination  to  any  post,  or 
removal  from  any  post^  either  in  Madras  or  Bombay.    Alterations,  indeed,  cannot  be  made 
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m  tbe  existing  offices  without  the  sanction  of  the  Supreme  Government;  but  this  is  a 
financial,  rather  than  an  administrative,  check.  The  whole  administration,  judicial,  criminal^ 
and  police,  is  in  the  hands  of  the  local  Government,  the  occasions  of  interference  being 
practically  none :  and  (which  is  of  the  highest  import)  the  Land  Revenue  Settlements,  both 
as  to  principle  and  practice,  are  disposed  of  solely  by  the  local  Government.  So  also  with 
the  excise  and  minor  sources  of  revenue ;  the  only  exceptions  being  salt  and  opium,  on 
which,  as  Imperial  sources  of  income,  the  rates  nf  duty  are  fix^'d  by  the  Supreme  Govern- 
ment ;  though,  in  respect  of  salt,  on  a  much  lower  scale  at  present,  both  in  Madras  and 
Bombay,  than  in  any  other  part  of  the  empire.  The  domestic  administration  is  thus  sub- 
jected to  the  minimum  degree  of  control  requisite  to  preserve  the  unity  and  stability  of  the 
empire. 

7.  As  re«zards  political  relations,  the  action  of  the  Government  of  India  is  naturally 
more  frequent  ana  effective,  becauf^e  these  must  more  or  less  affect  Imperial  interests. 
Thus,  the  proposal  by  Bombay  t>  establish  ourselves  at  Quetta  was  negatived,  because, 
among  other  reasons,  it  would  have  embarrassed  our  relations  with  the  Chiefs  of  Khelat 
and  Affghaiiistan.  Our  communications  with  Persia,  the  Porte,  Muscat,  the  Wahabees, 
and  the  maritime  tribes  of  Arabia,  are  all  of  a  character  in  which  the  Supreme  authority  is 
of  necessity  concerned  ;  many  of  them,  indeed,  are  such  as  cannot  he  Hnally  disposed  of, 
excepting  under  tbe  instructions  of  Her  Majesty's  Government  itself*.  Of  minor  affairs, 
certain  cases  affecting  the  subordinate  States  of  Jhunjheera,  Kattiawar,  and  Kutch,  have 
been  refened  to  this  Government  by  Bombay  itself,  and  have  befen  disposed  of  either  in 
concurrence  with  Bombay,  or  with  only  sucii  divergence  of  opinion  as  is  to  be  looked  for 
in  the  discussion  of  questions  involving  points  of  principle  or  important  aciion.  There  has 
been  correspondence  about  Baroda ;  but  no  interference  of  any  moment.  For  the  rest,  the 
only  matters  that  occur  to  my  mind  relate  to  establishment*^  aJnd  that  (as  before  observed) 
more  in  connection  with  finance  than  general  administration. 

8.  II. — VVe  next  come  to  the  Lieutenant  Governorships  of  Betigal,  the  North-Western 
Provinces,  and  the  Punjab.  These  nil  lie  to  the  hand  of  the  Government  of  India  as  at 
present  seated :  the  greater  portion  of  their  territories  can  be  communicated  with  by  post 
witl)in  four  or  five  days,  and  the  Governor  Genend  ordinarily  is  himself  personally  present 
in  some  part  of  each  (»f  them  every  year.  Up  to  a  comparatively  modem  date,  the  whole 
of  these  territories  were  administered  directly  by  the  Government  of  India.  The  North- 
Western  Provinces  was  the  fiist  territory  formed  into  a  separate  administration  above  thirty 
years  ago,  under  a  Governor,  whose  office  was  shortly  after  changed  into  a  Lieutenant 
Governorship.  Some  considerable  period  after,  Bengal  was  placed  in  the  same  position ; 
and  last  of  all  the  Punjab. 

9.  This  form  of  Government  is  that  which  secures  the  greatest  amount  of  direct  personal 
action,  the  Lieutenant  Governor  having  no  Executive  Council  and  being  immediately 
responsible  to  the  Governor  General  by  whom  he  is,  subject  to  Her  Majesty's  approval, 
appointed  ;  and  yei  the  Lieutenant  Gt)vemoi''s  range  of  action  is  to  a  very  great  extent 
untrammelled.  The  only  appointments  for  which  the  previous  sanction  of  the  Governor 
General  is  required,  are  those  of  the  Members  of  the  Boards  of  Revenue ;  otherwise,  the 
whole  patronage  of  those  territories  is  at  their  disposal.  I  do  not  remember  any  instance 
in  which  the  Government  of  India  has  interfered  vrith  an  appointment 

10.  In  point  of  internal  administration,  the  freedom  of  action  and  degree  of  check  are 
yery  similar  to  what  prevails  in  Madras  and  Bombay,  exceptinq;  that,  from  the  personal 
relation  of  the  Lieutenant  Governor  to  the  Governor  General,  the  greater  proximity  to  the 
seat  of  the  Supreme  Government,  and  the  more  intimate  acquaintance  of  the  latter  with 
the  Provinces  concerned,  the  opportunities  of  control  and  direction  are  more  constant,  and 
the  references  from  the  local  Governments  themselves  more  frequent. 

11.  The  North-Western  Provinces  and  the  Punjab  are  more  hampered  than  the  other 
Governments  by  not  having  any  means  of  legislation  excepting  through  the  Supreme  Legis- 
lative Council,  which  is  not  always  sufficiently  sensitive  and  alive  to  local  exigencies;  and 
which,  even  when  so  alive,  does  not  always  bring  out  the  required  measures  in  the  most 
suitable  shape.  This  could,  however,  be  remedied  by  giving  the  North-Western  Provinces 
a  Legislative  Council,  or  by  enabling  the  Governor  (General  in  Council  to  legislate  of  his 
own  authority  for  the  North-Western  Provinces,  the  Punjab,  and  other  territories  at  the 
instance  of  the  Lieutenant  Governors  or  Chief  Commissioners,  a  measure  which  I  under- 
stand Mr.  Maine  to  have  in  contemplation. 

12.  The  interference  of  the  Government  of  India  is  perhaps  greater  in  the  Punjab  than 
in  the  other  two  Lieutenant  Governorships.  This  arises  probably  from  its  havmg  been 
under  our  rule  a  shorter  period,  and  consequently  the  principles  of  action  there  being  less 
matured  and  solidified  than  in  the  older  Provinces.  The  leading  and  forward  position  of 
the  Province,  also  its  being  bordered  hy  wild  mountain  tribes,  and  the  proximity  of 
Affghanistan,  constantly  raise  political  questions  more  or  less  of  an  Imperial  bearing,  which 
are  necessarily  referred  to  the  Government  of  India.  The  revenue  settlements  of  the  Punjab 
are  likewise  carefully  reviewed  by  the  Government  of  India,  which,  however,  confines  itself 
for  the  most  part  to  general  indications  -and  principle^.  On  the  question  of  tenant  right, 
certain  instructions  and  suggestions  have  been  lately  given;  but  that  was  rather  in  conse- 
quence of  the  subject  for  a  long  time  hanging  fire,  and  of  serious  embarassment  being 
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apprehended  if  the  local*  Government  longer  delayed  to  grapple  with  the  difficulty.  In 
these  and  other  matters  I  am  not  aware  that  the  action  of  the  Government  of  India  has  had 
any  tendency  to  weaken  local  authority ;  probably  the  local  Government  would  be  the  first 
to  admit  that  the  effect  was,  on  the  contrai^yto  strengthen  its  hands. 

13.  I  am  strongly  of  opinion  that  the  administration  by  a  Lieutenant  Governor,  as  above 
described,  conscious  that  his  proceedings  are  liable  to  scrutiny  by  an  authority  close  at  hand, 
but  at  the  same  time  assured  of  a  generous  though  discriminating  support^  combines  in  the 
highest  degree  promptitude,  energy,  and  power.  My  long  connection  as  secretary  with  the 
North-Western  Provinces,  under  such  men  as  Thomason  and  Colvin,  and  subsequeutlv  in 
the  Sudder  Board  of  Revenue  under  Edmonstone,  enables  me  to  speak  on  the  i^ubject  with 
some  confidence.  I  am  sure  that  none  of  those  eminent  men  would  have  felt  otherwise 
than  hampered  b}^  an  executive  council;  and  that  the  obligation  to  lay  all  matters  before  a 
council,  and  the  necessity  practically  of  carrying  their  couicil  with  them,  would  have 
checked  the  vij/our  of  their  government,  tended  to  spoil  the  force  and  virtue  of  some  of 
their  best  measures  (a$  the  village  school  system),  and  retard  the  despatch  of  business. 
They  did  not  the  less  seek  for  counsel  where  it  uas  needed ;  but  they  did  so  \^hen  and  how 
they  deemed  expedient.  Their  course  was  left  free,  and  their  personal  responsibility 
unimpaired,  which  ii  would  not  in  the  same  degree  have  been  if  shared  with  a  council. 

14.  III. — Chief  Commissionerships  of  the  Central  Provlnceis,  Oudh,  and  Burmah  ; 
Commissionership  of  Mysore ;  and  Kesldent  of  Hyderabad  quoad  the  Berar  Districts. 

15.  The  Provinces  so  governed  haye,  for  the  most  part,  been  for  a  comparatively  short 
period  under  British  rule;  our  administration  requires  to  be  adapted  10  them  with  greater 
pliancy,  care,  and  caution,  than  in  the  older  provinces;  and   undecided  questions  and 

I)rinciple6  are  more  frequently  arising  for  solution.  The  territories^  two,  are  smaller  than 
ieutenant  goTernorships,  and  the  officers  available  for  the  charge  are,  as  a  rule,  of  less  ripe 
experience  and  superior  standing.  On  all  these  grounds  the  subordination  to  the  Govern- 
ment of  India  is  more  complete  than  with  lieutenant  governorships,  and  references  fi)r 
guidance  more  frequent  But  the  general  principles  aie  the  same;  the  only  material 
diffeience  bemg  that  the  Government  of  India  retains  the  power  of  sanctioning  the  land 
revenue  settlements*  That  this  interference  is  not  exercised  in  a  way  to  injure  the  vigor 
and  virtues  of  a  personal  responsibility,  is  evident  from  the  success  which  hab  attended  the 
various  administrations  in  question. 

16.  Mysore  and  Burmah  are  the  only  territories  too  distant  for  an  effective  supervision. 
A  greater  discretion  is  consequently  left  to  these  administrations. 

17.  Oudh  will,  no  doubt,  at  no  distant  period,  merge  into  the  North-Western  Provinces, 
by  which  it  is  surrounded.  Mysore  will  part  from  our  control ;  but  under  the  existing 
state  of  feeling  at  Hyderabad  respecting  the  Berars,  it  would  be  difficult  to  place  them  and 
the  Central  Provinces  on  any  other  than  their  present  footing. 

18.  IV. — It  will  not  be  necessary  to  say  much  regarding  the  Residents  and  Political 
Agents.  Their  functions  are  so  delicate  and  critical,  and  affect  so  closely  the  Imperial 
situation,  that  whether  they  are  immediately  under  the  local  Governments,  or  directly  under 
the  Government  of  India,  a  perpetual  watch  on  the  part  of  the  Government  of  India  is 
necessary,  and  a  constant  lelerence  by  the  political  authorities  to  it  for  instrucsions.  It 
would  not  be  possible  in  this  department  to  circumscribe  the  direct  administration  of  the 
Govern(ur  General  in  Council  to  any  material  extent  without  dangerously  weakening  our 
position.  The  petty  chieftaincies  of  Bundlecund  mi^ht  indeed,  with  great  advantavie,  be 
madeovei'to  the  immediate  political  control  of  the  North-Western  Provinces,  with  the 
territories  of  which  they  are  inextricably  mixed  up.  Bui  (excepting  Munnipore  in  Bengal) 
I  know  hardly  of  any  other  similar  instance.  The  States  ot  Rajpootana  and  Central  India, 
Nipal,  and  Hyderabad,  must  lie  under  the  direct  eye  of  the  Viceroy ;  and  though  the  Punjab^ 
from  its  dose  proximity  to  Cabul,  forms  the  channel  of  communication  with  that  power,  yet 
all  correspondence  with  it  and  other  adjacent  states  must  of  necessity  be  referred  to  the 
supreme  Government,  for  eventual,  if  not  for  immediate,  action. 

19.  Such  beitig  an  outline  of  the  various  relations  in  which  the  Government  of  India 
stands  to  the  local  administrations,  we  may  now  approach  the  question  of  whether  the  power 
oi  the  local  authority  could  in  any  respect  with  advantage  be  increased. 

20.  Speaking  generally,  it  would  hardly  be  possible  materiallv  to  diminish  the  existing 
check  ot  the  Government  of  India  over  Bombay  and  Madras,  without  reducing  the  position 
of  the  Viceroy  to  a  nuUity.  These  Presidencies  might  indeed,  and  so  might  Bengal  and  any 
other  part  of  the  Peninsula,  be  placed  in  more  immediate  communication  with  the  Home 
Government,  and  suhject,  in  matters  military  and  financial  as  well  as  in  all  other  respects, 
to  guidance  direct  from  England.  But  that  would  be  to  make  the  Secretary  of  State 
virtually  the  Governor  General  of  Indian  With  an  effective  telegraph  the  system  might 
work  weakly  indeed  and  slowly,  but  perhaps  smoothly,  while  no  storm  lowered  and  all  was 
peaceable.  But  are  we  sure  oi*  the  telegraph  ?  In  an  European  war  should  we  be  sure 
even  of  our  overland  route?  Supposing,  at  a  season  of  strain  and  pressure,  we  were  again 
thrown  back  on  tUe  long  sea-voyage,  how  should  we  fare  then,  with  a  number  of  Govern- 
ments practically  independent  of  each  other  and  uf  any  authority  in  India,  and  with  a 
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Viceroy  who  bad  little  more  than  the  name  of  a  Governor  General  ?    The  position  would 
be  alarming  indeed. 

21.  But  even  putting  aside  such  a  contingency,  the  control  of  an  authority  so  distant 
would  be  uncertam  and  va^ue.  It  is  only  in  India  itself  that  the  reins  of  Government  can 
be  thoroughly  grasped  and  effectively  controlled.  It  is  only  close  at  hand  that  character 
and  circumstance  are  fully  known,  and  the  check  of  authority  powerfully  felt.  It  is  the 
nearness,  celerity,  and  certainty  of  action  which  constitutes  its  vigour.  From  a  distant 
country  you  may  lay  down  general  principles,  but  your  control  over  details  will  be  but 
fitful  and  feeble. 

22.  I  need  hardly  mention  the  disadvantage  to  which  a  control,  exercised  direct  from 
England,  would  be  exposed  from  the  frequent  changes  of  Government,  and  from  the  some- 
times sudden  and  violent  oscillations  of  English  opinion  urging  extreme  measures  at  a 
distance  from  the  country  where  alone  an  intimate  acquaintance  with  the  habits  of  the 
people  and  circumstances  of  the  administration,  enables  the  governing  authority  to  form  a 
sound  judgment  as  to  the  expediency  of  their  adoption.  It  is  only  m  India  that  the  fly- 
wheel, so  to  speak,  which  directly  regulates  the  whole  machine  of  Government  can,  with 
any  regard  to  efiiciency  and  salety,  be  placed.  The  immediate  control  of  the  whole  empire 
roust  be  in  India. 

23.  Further,  a  common  authority  upon  the  spot  is  required  to  arbitrate  promptlv  and 
decisively  on  questions  arising  between  different  administrations,  especially  where  mdepen- 
dent  powers  are  concerned.  I  need  only  refer  to  such  cases  as  the  proceedings  of  certain 
officials  of  the  North-Western  Provinces  last  year  against  the  Chirkaree  Dewan ;  or  the 
surrender  of  fugitives  by  Nipal  and  other  native  stales ;  the  action  of  the  Bombay  and 
Punjab  authorities  with  reference  to  the  border  policy  on  the  western  frontier;  and  such 
like.  Untold  mischief  might  ensue  from  the  prosecution  by  different  authorities  of  differing 
principles  and  practice,  unless  quickly  reconcded  by  the  strong  hand  of  a  common  superior. 
We  should,  at  any  moment,  be  exposed  to  the  same  embarrassment  and  risk  as  originally 
led  to  the  consolidation  of  the  paramount  power  in  the  hands  of  the  Governor  General.* 

24.  But  above  and  beyond  all  these  arguments,  I  submit  that  it  is  essential  to  our 
prestige  that  the  Viceroy  of  India  should,  in  the  eyes  of  the  people  of  India,  be  the  imper- 
sonation of  British  power  and  justice,  and  not  a  simple  shadow.  India  must  feel  that  our 
empire  here  is,  not  a  mere  aggregation  of  separate  governments,  each  working  independently 
for  its  own  ends,  and  weakly  controlled  from  afar;  but  one  empire,  ruled  by  a  single  handf, 
the  uhole  resources  of  the  peninsula  visibly  at  its  disposal,  and  the  entire  army  at  its  com- 
mand. Anything  which  destroys  this  idea  will  seriously  affect  our  prestige ;  and  what  is 
more,  anything  which  destroys  the  reality  will  sap  the  foundations  of  our  rule.  The 
tendency  should  therefore  be  to  concentrate  the  supreme  power  in  India  in  the  hands  of 
the  Viceroy ;  so  that  every  communication  from  the  several  Governments  shall  lie  only  to 
the  Viceroy,  and  the  direction  of  the  Home  Government  be  exercised  through  him  alone. 
The  custom  which  has  grown  up  in  some  quarters  of  referring  questions  direct  to  the 
Secretary  of  State,  is  calculated  to  foster  false  ideas  of  independence  of  the  supreme 
government,  and  impatience  of  its  legitimate  control.  The  desire  to  shake  off  what  has 
thus  the  appearance  of  an  unnecessary  yoke,  lo  feel  discontent  whenever  its  pressure  is 
experienced,  and  (it  may  even  be  unconsciously)  to  aim  at  entire  emancipation,  is  just  what 
under  the  circumstances  might  be  anticipated. 

25.  Touching  now  the  Bengal  Government,  there  seem  to  be  two  proposals — one,  to 
make  it  more  mdependent  of  the  Government  of  India ;  the  second,  to  place  it,  with  a 
Council,  on  the  same  footing  as  Madras  and  Bombay. 

26.  As  to  the  first,  it  is  remarkable  tliat  in  the  Orissa  famine — the  immediate  occasion 
of  this  discussion — the  main  thing  to  be  regretted  is,  that  the  Government  of  India  did 
not  enforce  a  timely  inquiry  such  as  the  gravity  of  the  crisis  naturally  suggested.  It  was 
in  deference  to  the  assertions  and  superior  local  information  of  the  Lieutenant-Governor 
that  the  supreme  Government  refrained  from  insisting  on  earlier  measures  for  relief.  So 
far,  then,  as  the  matter  in  hand  is  concerned,  late  events  would  point  rather  to  the  expe- 
diency of  a  closer  control  by  the  supreme  Government,  than  (as  seems  now  contemplated) 
of  a  more  independent  form  of  local  government,  with  less  power  on  the  part  of  the  Viceroy 
to  interfere.  Certainly  no  case  has  been  made  out  of  the  Government  of  Bengal  having 
been,  in  any  instance,  weakened  by  the  control  of  the  Governor  General  in  Council. 

27.  On  the  second  point,  namely,  the  erection  of  Bengal  into  a  Governorship  with  a 
Council,  I  venture  to  refer  to  what  I  have  said  before  on  the  promptness  and  vigour  natural 
to  a  Lieutenant-Governorship,  and  the  degree  in  which  an  Executive  Council  would  act  as  a 
drag  upon  the  wheels  of  Government.  The  change  would,  in  my  humble  opinion,  be  for 
the  worse. 

28.  This  measure  would  be  fraught  with  still  greater  injury,  if  it  led  to  a  change  in  the 

seat 

*  Witness,  for  example,  the  embarrassments  with  Hyderabad  in  1780,  in  contequenca  of  the  Oovem- 
ment  of  Madras  having  suspended  Mr.  Holland,  the  Resident,  for  having  obeyed  the  Governor  General 
in  the  matter  of  the  Guntoor  Circar. 
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seat  of  the  Supreme  Government  The  idea  of  a  great  empire  like  India  at  ihis  time  of 
day  in  search  of  a  suitable  site  for  its  capital  will,  to  say  the  least,  not  inspire  respect. 
Moreover,  any  change  of  the  kind,  unless  demanded  by  very  strong  and  urgent  reasons, 
would  be  in  itself  a  serious  evil.  It  would  foster  the  idea  of  instability  in  our  rule.  All 
India  has,  for  a  century,  looked  to  Calcutta  as  the  ^*  Dar  us  Sultanut," — the  seat  and 
centre  of  British  Government  and  power; — and  now,  for  no  apparent  cause  but  that  we 
wish  to  make  the  Government  of  Bengal  a  litile  stronger,  we  uproot  this  ancient  capital 
and  transfer  our  favours  to  some  other  spot  On  a  smaller  scale,  we  committed  the  same 
error  in  the  North- Western  Provinces,  ^irst,  the  Government  was  established  at  Allaha- 
bad; then  it  was,  at  a  great  expense,  transferred  to  Agra;  and  then,  after  the  mutiny,  it 
was  put  back  again,  at  a  further  great  outlay,  and  without  any  good  reason  whatever  (ex- 
ceptin^i  perhaps,  that  the  person  of  the  Lieutenant-Governor  would  be  safer  there)  to 
Allahabad.  The  result  is  a  feeling  that  our  measures  are  temporary  and  fitful,  and  the 
idea  of  transitoriness  is  reflected  on  our  rule  itself. 

29.  If  it  be  desired  to  give  the  Lieutenant-Governor  of  Bengal  more  responsible 
advisers,  the  Board  of  Revenue  might  be  split  up  into  two  Chief  Commissioners.  Each 
member  already  receives  50,000  rupees  a  year:  and  there  are  two  secretaries — one  of  whom 
receives  30,000  rupees,  and  the  other  28,000  rupees.  One  of  the  members  with  a  secretary 
might  be  constituted  a  chief  commissioner  of  revenue,*  and  the  other  a  chief  commissioner 
of  circuit  with  a  secretary.  The  former  would  be  the  responsible  adviser  in  all  matters  of 
revenue ;  the  latter  in  all  matters  of  general  administration.  The  immediate  control  of  any 
branches  or  departments  could,  at  the  discretion  of  the  Lieutenant-Governor,  be  com- 
mitted to  the  chiefcommissioner  of  circuit,  and  this  official  might,  at  the  pleasure  of  the  Lieu- 
tenant-Governor, either  accompany  him  on  his  tours,  or  be  deputed  on  circuit  or  for  local 
inspection  and  inquiry,  as  might  be  found  necessary.  Partly  Croin  the  character  of  the 
population,  partly  from  that  of  the  revenue  settlement,  and  partly  also  from  the  regularity 
with  which  the  machine  of  Government  moves,  the  administration  of  districts  in  Bengal 
has  apparently  become  sluggish,  and  less  alive  than  it  might  be  to  what  passes  amongst  the 
people.  Tours  of  inspection  by  such  an  officer  as  a  chief  commissioner  of  circuit,  might 
prove  of  great  value  in  exciting  and  maintaining  activity  and  vigilance.  I  believe  that 
the  yearly  citcoitsof  the  Lieutenant-Governor  and  Members  of  the  Sudder  Board  of  Revenue 
in  the  North-Western  Provinces,  are  invaluable  in  this  respect 

30.  Supposing  that  the  Lieutenant-Governorship  is  maintained,  it  would  not,  I  think,  be 
expedient  to  materially  lessen  the  control  and  supervision  to  which  that  Government  is  now 
liable  from  the  Government  of  India.  Where  the  whole  power  of  Government  vests  in  a 
single  individual,  it  is  never  safe  to  relax  a  certain  measure  of  oversight.  For,  however 
good  a  thing  it  is  to  have  the  personal  activity  and  responsibility  proper  to  individual  action, 
you  are  at  the  same  time  liable  to  personal  idiosyncracies,  to  an  over  zeal  or  activity  in 
some  particular  direction,  and,  sometimes^  also,  to  the  prevalence  of  a  crochet,  or  (but  this 
rarely)  to  remissness  or  unwillingness  to  grapple  with  some  special  question,  or  perhaps  to 
neglect  altogether  some  special  department.  Therefore  a  certain  degree  of  control  is  indis- 
pensable. 

31.  But  vihile  I  advocate  adherence  to  the  existing  system  in  its  general  outlines,  [  think 
that  wherever  the  grasp  of  superior  control  and  check  can  be  relaxed  without  risk  of  the 
local  administration  wandering  from  its  proper  position  and  duties  towards  India  at  large, 
or  incurring  otherwise  any  serious  irregularities,  such  relaxation  may  with  great  advantage 
be  conceded. 

32.  In  matters  connected  with  the  army  and  foreign  relations,  no  change  in  this  direction 
can  be  admitted;  and  in  domestic  matters  relating  to  the  civil,  judicial,  criminal,  and  police 
administration,  none  is  probably  needed. 

33.  In  finance,  the  imperial  budget  seems  essential  for  any  effective  direction  and  control 
of  the  revenues  as  a  whole.  But  some  concession  may  be  possible  in  the  way  of  assigning 
certain  taxes  to  be  expended  at  the  discretion  of  the  local  Government,  that  Government 
taking  upon  itself  the  discharge  of  certain  corresponding  items  of  charge,  both  receipts  and 
disbursements  being  in  so  far  transferred  from  the  imperial  to  the  local  accounts.  Large 
revenues  from  cesses  (believed  in  Bombay  to  amount  to  six  per  cent,  of  the  land  revenue) 
are  common  under  every  administration,  and  are  already  almost  unreservedly  at  the  disposal 
of  the  local  authorities. 

34.  So  with  the  post-office,  it  must  be  managed  as  a  whole  by  a  director  general  under 
the  Government  of  India.  But  advantage  would  accrue,  I  think,  by  making  the  post- 
masters general,  in  some  respect,  amenable  to  their  respective  local  Governments.  Life  and 
vigilance  would  thus  be  infused,  and  active  aid  and  assistance  would  be  secured  from  the 
local  authorities.     I  believe  that  the  development  of  the  District  (interior)  posts  in  the 

North- 


•  The  Sudder  Board  of  Revenue  at  Allahabad  has  but  one  secretary  at  2,000  rupees  a  month.  It  is 
true  that  the  Calcutta  Board  has  the  opium,  sea,  customs,  and  some  other  work  which  the  Allahabad 
Board  has  not ;  but  at  the  same  time  the  reyenue  system  of  the  North- West  involves  a  great  deal  more 
labour  of  supervision  than  that  of  Bengal.  Eventually,  when  the  settlements  are  concluded,  a  single 
member  and  secretary  will  probably  suflice  for  the  North- Western  Provinces  j  and  I  do  not  see  why 
one  member  and  a  secretary  should  not  suffice  for  Bengal. 
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N  orth-Westeni  Provinces  to  which  Mr.  Colvin  deroted  a  large  share  of  his  attention,  was 
greatly  retarded  by  the  transfer  of  the  department  tP  the  Government  of  India.  The  same 
remarks  apply,  but  in  a  less  decree,  to  the  teleo;reph  <lepartment  The  sense  on  the  part  of 
the  employes,  of  local  sapervision,  and  of  an  immediate  eye  being  on  them  to  check  or  to 
cheer,  h  always  a  material  advantage. 

85.  The  new  departments  of  forest  and  irrigation,  though  subjected  to  a  central  direction, 
are  very  proj)erly  founded  upon  such  principles. 

Foreign  Office,  Simla,  28  September  1867.  (signed)         W.  Muir. 


Enclosure  4,  in  No.  11. 


MiNUTB  by  Major-General  the  Honourable  Sir  H.  M.  Durand,  c.b.,  and  k.c.s.i., 

dated  27th  February  1868. 

The  Secretary  of  State  has  requested,  in  the  8th  paragraph  of  his  Despatch,  that  the 
important  que^^tion  on  which  he  desires  to  receive  the  advice  of  the  Governor  General  in 
Council  should  be  considered,  as  well  Irom  »n  imf>erial  point  of  view,  and  on  its  bearings 
on  the  general  Government  of  India,  as  in  relation  to  the  effect  it  has  upon  the  more 
limited  question  of  the  proper  form  of  Government  for  BengaL  Every  one  will,  I  think, 
feel  the  justice  of  this  remark,  and  that  the  problem  of  the  l^st  Government  for  Bengal  can 
hardly  be  solved  independently  of  the  collateral  questions,  namely,  whether  Calcutta  shall 
remam  the  seat  of  Government  for  the  Government  of  India,  as  well  as  for  the  Government 
of  Bengal ;  and  whether  the  Government  of  India  shall  be  stationary  or  moveable ;  tied  to 
one  spot,  or  perambulatory ;  or  migratory,  from  one  capital  to  another,  as  an  alternative 
metropolis. 

2.  Affecting  these  questions  is  the  consideration  that,  in  the  course  of  a  century  the 
British  power  has  passed  from  a  strugglin!/  and  nascent  state  to  undisputed  supremacy  over 
the  vast  territories  which  now  compose  British  India.  It  has,  in  fact,  attained  the  natural 
boundaries  of  the  empire;  and,  having  reached  these  obligatory  limits,  it  has  ceased  to  be 
aggressive,  and  is  compelled,  by  its  own  hi^h  interests,  to  prefer  the  consolidation  of  its 
acquisitions  to  further  barren  and  unprofitable  conquests,  beyond  difficult  frontiers.  For 
tlie  future,  secure  possession  and  undisturbed  progress  in  the  material  prosperity  of  its 
dominions  must  be  its  main  aim.  The  days  of  ccnquest  in  extermination  of  rival  powers, 
or  for  the  extension  of  territory,  are  over ;  and  those  State  exigencies,  which  formerly  were 
a  reason,  especially  when  a  Governor  General  was  Captain  General,  for  his  presence  (so 

X  to  speak)  in  the  field,  have  entirely  ceased.  Circumstances,  therefore,  present  no  sufficient 
reason  for  any  departure  from  the  systematic  and  deliberate  form  of  administration  which 
Parliament  has,  after  long  experience  and  mature  consideration,  ruled  to  be  the  best  for  the 
general  Government  of  India ;  on  (he  contrary,  the  existing  condition  of  India  removes  all 
excuse  for  recourse  to  that  exceptional  mode  of  Government,  viz.,  by  a  Governor  General 
separate  from  his  Council,  which  was  only  contemplated  by  Parliament  as  an  extreme 
measure  to  meet  extraordinary  dangers. 

3.  At  the  same  time,  though  circumstances  are  such  as  almost  imperatively  to  prescribe 
an  orderly  and  regular  general  administration,  and  consequently,  it  might  be  thought,  are 
equally  favourable  to  a  stationary  Government,  this  is  only  partially  the  case,  as  the  super- 
vision and  control  of  minor  Governments  cannot  sometimes  be  effectively  carried  out  from  a 
distance.  My  Minute  of  the  7th  October  1867,  a  copy  of  which  I  append,  will  explain  at 
greater  len^h  the  circumstances  under  which  I  thiniL  it  may  be  sometimes  alsolutely  neces- 
sary, in  mamtenance  of  its  authority,  for  the  Government  of  India  temporarily  to  establish 
itself  elsewhere  than  at  Calcutta. 

4.  I  can  conceive  circumstances  arising  in  Europe  which  might  also  render  it  advisable, 
for  the  sake  of  rapid  and  early  communication  with  England,  tliat  the  Government  of  India 
should  for  a  time  be  on  the  western,  and  not  on  the  eastern  coast  of  this  empire.  Even  in 
connection  with  the  Abyssinian  difficulty,  it  might  have  been  of  advantage,  had  the  Govern* 
ment  of  India  early  placed  itself  at  or  near  Bombay.  Events  might  happen  on  the  Indus 
frontier  to  render  us  presence  desirable  in  the  Punjab ;  or  great  administrative  questions 
may  arise,  with  respect  to  Madras  and  Bombay,  which  might  render  it  expedient  that  the 
Government  of  India  should  for  a  time  assemble  in  one  or  the  other  of  those  Presidencies. 

5.  It  may  be  inferred  from  the  foregoing  that  I  deem  it  exceedingly  undesirable  to 
regard  as  permanent  the  practice  adverted  to  in  the  6th  paragraph  of  the  Despatch  of  the 
Secretary  of  State.  So  long  as  the  Aci  of  Parliament,  which  very  properly  sanctions  such 
movements  of  the  Govenunent  of  India  as  are  above  contemplated  remain  in  force,  the  ad- 
journment of  the  Government  of  India  to  Simla  can  only  be  regarded  as  accidental.  For 
such  a  purpose  it  offers  advantages.  House  accommodation  is  more  abundant  than  at 
other  hill  stations,  and  as  some  of  these  are  now  periodically  occupied  by  local  Govern- 
ments, the  Government  of  India  could  not  resort  to  them  without  creating  great  incon- 
venience. 
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venience.  But  though  these  may  be  considerations  of  some  importance,  when  the  visits  to 
Simla  are  occasional  and  dependent  on  the  healrh  of  the  head  of  the  Government,  Simla, 
viewed  as  a  permanent  alternative  metropolis,  presents  many  most  serious  drawbacks. 

6.  If  time  be  of  any  moment  in  the  affairs  of  this  world  and  age,  Simla  would  tie  down 
the  Government  of  India  to  the  most  unfavourable  position  that  could  well  be  selected  with 
regard  to  postal  and  telegraphic  communications.  It  is  difficult  to  choose  a  point  on  the 
map  of  India  that  shall  more  successfully  solve  the  problem  of  being  as  remote  as  possible 
from  Calcutta,  Madras,  Bombay,  and  Kurrachee,  and,  of  course,  England.  Whilst  its 
position,  three  or  four  marches  in  the  mountains,  and  on  the  left  bank  of  the  Sutlej,  secures 
Its  being  practically  cut  off  from  Lahore  and  the  Punjab  during  the  rains  by  the  Sutlej  and 
die  Beeas,  and  of  course  secures  a  maximum  of  delay  in  die  postal  and  telegraphic  com- 
munications with  Lahore  and  Peshawur. 

7.  It  is  not,  however,  solely  in  the  matter  of  postal  and  telegraphic  communications  that 
the  position  of  Simla  is  objectionable.  The  annual  migrations  thither  from  Calcutta  involve 
the  loss  of  two  months  out  of  the  twelve  in  the  transaction  of  ordinary  current  business. 
From  the  time  that  the  move  from  either  end  commences^  to  the  time  that  the  offices  are  re- 
assembled, and  work  is  again  in  full  swing  at  the  other  Government  terminus,  a  month 
elapses.  Thus,  for  two  months,  there  is  a  bondjide  paralysis  of  work.  Besides  this,  how- 
ever, another  result  ensues,  which  is  very  serious.  For  obvious  reasons,  the  main  part  of 
the  legislative  work  hws  to  be  got  through  in  Calcutta,  and  the  necessity  of  condensing  into 
four,  or  at  the  utmost  five  months,  and  those  very  busy  months  for  the  executive  Govern- 
ment, all  that  the  Legislative  Department  may  have  to  bring  forward  puts  a  strain  on  all 
concerned,  that  is,  in  my  opinion,  unfavourable  to  the  satisfactory  consideration  and  exf^cu- 
tion  of  this  very  important  part  of  the  functions  of  Government.  It  has  been  argued  that 
the  result  is,  i'U  the  whole,  advantagt^ous,  as  a  check  is  thus  put  on  too  active  legi^lation5 
and  that  the  two  months  of  dislocation  of  Government  offices  has  also  the  beneficial  effect 
of  an  enforced  holiday,  ol  a  vacation  much  needed  by  the  whole  Government  and  its  esta- 
blishments, and  a  vacation  that  can  he  to  some  degree  utilised,  as  affording  an  o}^ortunity 
for  assembling  chiefs  and  holding  durbars  en  route.  There  is  some  truth  in  these  aspects  of 
the  question ;  but  they  can  scarcely  be  admitted  into  serious  consideration  of  the  adminis- 
trative questitiU  of  the  value  of  Simla  as  an  alternative  metropolis. 

8.  It  was  not  until  England  possessed  herself  of  Bengal  that  her  progress  to  etnpire  in 
India  was  assured.  From  that  time  the  issue  was  certain.  It  has  been  with  Calcutta  as 
the  head  quarters  of  the  Government  that  British  India  has  attained  its  present  territorial 
completeness.  We  must  remember  the  inestimable  value  to  a  maritime  power  like  England 
holding  India  on  the  tenure  she  does,  of  an  Indian  capital,  with  proper  precaution,  almost 
unassailable  from  the  sea,  yet  in  easy  communication  with  it;  secure,  as  the  commercial 
capital  not  only  of  a  rich  province,  but  of  the  great  Gangetic  plain ;  and  as  a  seat  of 
Government,  presenting  the  advantage  of  being  in  the  midst  of  a  docile  and  industrious 
population,  requiring  themselves  but  a  very  moderate  force  for  the  insurance  of  general 
tranquillity,  yet  a  province  of  incalculable  value  as  a  military  base.  Such  a  capital  cannot 
be  lightly  thrown  up,  in  deference  to  vague  apprehensions  as  to  its  salubrity  being  inferior 
to  that  of  other  parts  of  India,  apprehensions  to  which  the  residence  of  Lieutenant-Governors, 
Judges  of  the  High  Court,  Bishops,  a  large  body  of  European  officials,  and  a  still  larger 
body  of  mercantile  men,  give  a  practical  denial.  Natives  from  the  Upper  Provinces  nomi- 
nated to  the  Legislative  Council  may,  no  doubt,  be  reluctant  to  quit  their  own  climates  and 
homes ;  but  in  their  case  the  expense  of  living  in  Calcutta  has  fully  more  to  do  with  this 
reluctance  than  any  real  fear  of  the  mild  but  beautiful  cold  season,  duiing  which  they 
attend  in  Calcutta.  The  fact  is  that,  from  its  proximity  to  the  sea,  the  climate  of  Calcutta 
is  much  less  an  extreme  climate,  on  the  score  of  heat,  than  the  climates  of  Allahabad,  Agra, 
Delhi,  and  Lahore.  It  is  absolutely  certain  that  to  change  the  seat  of  Government  to  any 
of  these  old  capitals,  or  to  any  other  site  in  the  plains  of  India,  would  signally  fail  to 
remove  the  cause  of  migrations  to  the  hills ;  it  would  intensify  the  desire  to  escape  from  the 
extreme  of  heat  to  a  cool  climate. 

9.  It  will  be  understood  from  what  has  preceded,  that  whilst  I  am  of  opinion  that  Cal- 
cutta must  remain  the  seat  of  Government,  I  am  not  in  favour  of  fixrag  upon  Simla  as  an 
alternative  capital,  nor  of  the  annual  migrations  which  such  an  arrangement  involves.  I 
think  that  the  Governor  General  in  Council  should  establish  himself  from  time  to  time,  in 
such  places  and  for  such  periods  as  the  exigencies  of  the  public  service  may  render 
advisable,  but  that  these  temporary  transfers  of  the  seat  of  Government  should  be  regu- 
lated by  other  considerations  than  those  of  merely  securing  a  cool  climate,  should,  in  fact, 
depend  on  great  administiative  and  political  reasons;  and  that  purposes  of  good  and 
effective  government  would  be  far  better  prosecuted  by  the  Government  of  India  remaining 
for  a  year,  or  even  two  if  necessary,  in  one  place,  than  by  the  constant  dislocations  of 
business  inseparable  from  systematic  migrations  to  and  from  Simla,  or  indeed  to  any  other 
hill  station  from  Calcutta.  This  view,  however,  is  essentially  allied  with  the  fact  that  the 
Government  of  India  has,  in  a  great  measure,  ceased  to  be  a  purely  executive  Government, 
and  that  its  functions  are  mainly  those  of  exercising  a  general  and  an  efiectual  control 
over  the  subordinate  Governments  and  administrations,  and  a  direct  and  positive  control 
over  the  finances  of  India  and  the  general  legislation  for  this  vast  empire — a  condition  that 
can  hardly  be  said  to  be  fulfilled  by  its  being  half  the  year  in  Calcutta  and  half  the  year  at 
Simla. 

0.81.  M4  10.  In 
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10.  Iq  reply  to  the  first  question,  that  put  in  the  12th  paragraph  of  the  Secretary  of 
Slate's  Despatch,  I  should  therefore  say  that,  accepiing  the  fact  that  no  change  can  or 
should  at  present  be  made  in  the  site  of  the  capital  of  India,  I  am  so  far  from  recommend- 
ing that  Bengal  should  be  placed  under  a  Government  similar  to  that  of  the  Presidencies 
of  Madras  and  Bombay,  that  I  should  prefer  seemg  those  Presidencies  made  Lieutenant 
Governorships,  and  assimilated  to  the  form  of  Government  which  seems  best  for  Bengal. 
Their  Native  armies  are  so  reduced  that  they  cease  to  be  a  valid  reason  for  either  separate 
commanders  in  chief  or  distinct  Governments.  The  civil  services  would  remain  as  they 
are/ and  there  would  be  no  radical  change  in  any  part  of  the  civil  administration. 

11.  With  regard  to  the  questions  put  in  the  13ih  and  following  paragraphs  of  the  Secre- 
tary of  State's  Despatch,  I  vwould  reply  that  the  only  modifications  which  seem  expedient 
in  the  form  of  Government  for  Bengal  are — 

1.  That  the  Lieutenant  Governor  should  have  a  secretariat  council,  i.  e.,  the 
secretaries  should,  ex  officio^  be  members  of  his  Council ;  but  the  Lieutenant  Go- 
vernor should  only  convene  them  as  an  executive  council  when  he  deemed  it  advis- 
able. 

2.  ITie  secretaries  should,  ex  officio,  ft>rm  part  of  his  Legislative  Council,  which 
cannot  with  advantage  be  abolished,  and  takes  off'  from  the  Legislative  Council  of  the 
Government  of  India  much  that  the  latter  body  could  not  execute  half  so  well  or 
rapidly. 

3.  The  Lieutenant  Governor  of  Bengal  has  quite  enough  to  do  without  attending  as 
a  member  of  the  Governor  General's  Executive  Council,  or  as  a  member  of  the 
Governor  General's  Legislative  Council.     He  should  be  exempt  from  both. 

4.  With  respect  to  the  question  in  paragraph  17,  I  think  it  should  be  in  the  dis- 
cretion of  the  Governor  General  in  Council  to  take  up  any  local  administration  what^ 
ever ;  the  Lieutenant  Governor  tlien  taking  his  seat  in  the  Council  of  the  Governor 
General,  but  not  his  secretaries.  In  this  respect  I  would  make  no  difference  between 
Bengal,  Madras,  and  Bombay,  or  the  North- Western  Provinces  and  the  Punjab. 

12.  With  respect  to  the  question  put  in  the  18ih  paragraph  of  the  Despatch  of  the 
Secretary  of  State,  I  think  the  law  as  it  now  stands  far  preferable.  Any  provision  such  as 
is  sketched  in  the  18th  paragraph  would  simply  allow  the  Governor  General  to  pack  his 
Council,  and  to  avoid  the  responsibility  under  which  he  now  lies,  when  away  alone  from  his 
Council.  It  would  defeat  the  whole  object  of  a  Council,  and  be  a  premium  on  prolonged 
absences  from  the  seat  of  Government,  on  prolonged  sui^pensions  of  regular  and  orderly 
administration  of  affairs,  and  on  unnecessary  migrations.  There  might  be  circumstances 
of  great  and  sudden  emergency,  though  I  have  rarely  known  them,  which  warranted  a 
Governor  General  proceeding  from  the  seat  of  Government  alone  without  his  Council ;  but 
then  it  is  essential  that,  under  such  exceptional  circumstances  of  independent  action,  there 
should  be  no  weakening  of  responsibility. 

13.  For  the  convenience  of  history,  it  may  be  usual  to  asciibe  to  the  head  of  the  Govern- 
ment, as  to  a  Commander  in  Chief,  all  that  is  done ;  but  to  those  who  have  looked  into 
the  actual  conduct  of  affairs,  and  are  conversant  with  facts,  this  conventional  fashion  of 
history  is  well  known  to  be  an  utter  fallacy,  and  that  the  men  who  in  the  administration  of 
great  Governments  require  no  council  are  so  extremely  rare  and  few,  that  it  is  wiser  to 
proceed  in  this  respect  on  the  experience  of  all  time,  than  on  any  sanguine  hope  that  pro- 
vidence has  in  store  for  India  a  crop  of  exceptionally  perfect  rulers. 

14.  For  this  reason,  nmong  others,  lam  extremely  opposed  to  the  grant  of  summary 
powers  of  legislation,  to  enable  the  executive  authority  to  make  regulations  having  like  force 
of  law,  unless  this  power  be  very  strictly  limited  in  its  application  to  outlying  tracts,  where 
the  habits  of  the  people  and  the  state  of  barbarism  is  such  that  the  introduction  of  our  law 
or  its  systematic  administration  is  alike  incongruous  and  impracticable. 

15.  I  see  no  necessity  for  separating  Orissa  from  Bengal.  Bengal,  Behar,  and  Orissa 
are  our  oldest  Regulation  provinces. 

16.  I  have  before  said  that  Scinde  should  be  under  the  Punjab,  and  I  remain  strongly  of 
that  opinion. 

17.  Assam  is  so  much  connected  with  Bengal  that  it  seems  very  inexpedient  to  sepa« 
rate  it  from  that  Government,  even  though  a  chief  commissioner  be  appointed,  a  panacea 
which  will  not  do  much  to  restore  its  prospects  unless  the  Bengal  Government  work  cor- 
dially with  him,  and  this  it  is  n)ore  likely  to  do  when  under  its  authority  than  if  detached 
from  it, 

18.  The  question  whether  the  Board  of  Ilevenue  of  Bengal  should  remain  on  its  present 
footing  or  be  replaced  by  a  secretary  or  financial  commissioner  is  one  on  which  I  should  be 
disposed  to  accept  the  opinion  of  the  Lieutenant  Governor.  Great  interests  are  under  the 
Board  of  Revenue,  and  if  that  Board  is  replaced  by  a  responsible  secretary  or  a  financial 
commissioner,  or  remain  in  its  existing  form,  it  should  find  place  in  the  Council  of  the 
Lieutenant  Governor.  I  am  under  the  impression  that,  properly  made  use  of,  a  Board  of 
Revenue  may  be  made  a  more  effective  instrument  than  a  single  secretary  or  financial  com- 
missioner 
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missioner,  unless  the  siaff  of  the  latter  be  such  that  he  can  afford  to  depute  them,  or  to  be 
himself  frequently  absent  from  the  local  Government. 

19.  Since  writing  the  forejroing  paragraph,  I  observe  that  great  stress  is  laid  by  the 
minutes  of  my  honourable  coileaiiue:*  on  the  expediency  of  forbidding  the  practice  of  direct 
communication  with  the  Secretary  of  State  on  the  part  of  the  Madras  and  the  Bombay 
Governments.  So  long  as  they  remain  on  their  present  footing,  the  relations  of  the  local 
Governments  of  Madras  and  Bombay  with  the  home  authorities  can  scarely  be  changed. 
They  have  existerl  from  the  time  those  Presidencies  were  first  established  ;  and  are  increased 
in  importance  from  the  proximity  of  Bombay  to  England.  It  is  the  distance  of  the 
Government  of  India,  and  the  infrequency  of  its  visits  either  to  Madias  or  Bombay,  which 
weakens  its  influence.  Its  practical  acquaintance  with  those  Piesidencies  is  felt  to  be  less 
than  with  Bengal,  the  North-Western  Provinces,  and  the  Punjab,  and  the  exercise  of  its 
authority  is,  therefore,  more  questioned,  and  with  some  show  of  justice.  But  the  remedy 
for  this  is  not  an  injunction  tliat  would  be  inoperative,  but  that  the  Government  of  India 
act  on  the  powers  entrusted  to  it  by  Pa»liament  with  regard  lo  Madras  and  Bombay,  as 
well  as  to  the  North-Western  Provinces  and  the  Punjab.  It  would  then  speak  with 
authority  unweakened  by  alleged  practical  iixnorance,  or  indifference,  or  jealousy,  if  we  are 
to  have  a  fixed  alternative  capital  to  Calcutta,  I  would  rather  see  it  at  Poona,  or  somewhere 
not  far  from  Bombay  than  at  Simla;  but  if  the  Government  of  India  passed  about  two 
years  out  of  five  at  Madras  and  Bombay,  we  should  hear  little  of  its  loss  of  weight  and 
influence  in  connection  with  the  subordinate  Governments,  even  though  the  Lieutenant 
Governors  for  those  Presidencie  s  were  appointed  from  England,  as  I  think  they  might  with 
advantage  also  be,  to  Bengal,  the  North-Western  Provinces,  and  the  Punjab,  the  Governor 
General  being,  with  respect  to  all  the  local  Governments,  entitled  to  submit  three  names  on 
the  occurrence  of  vacancies,  but  the  Home  Government  ^electing  from  those  names,  or  not, 
as  it  deemed  best  for  the  public  interest. 

20.  In  conclusion,  1  would  observe  that  the  real  improvement  of  the  Bengal  administra- 
tion lies  deeper  than  in  such  refinements  of  the  machineiy  of  Government  as  have  been 
touched  upon  in  this  minute.  This  top  dressing,  so  to  speak,  does  not  touch  the  root  of 
the  evil.  A  docile,  ill  informed  but  industrious  population,  entirely  in  the  hands  of  the 
zemindars  with  whom  the  permanent  settlement  is  formed,  are  hardly  in  a  position  to  make 
tliemselves  heard  or  their  wants  known.  Our  district  officers  are  few  and  their  relations 
with  the  people  distant,  and  functionally  barred  by  the  prevailing  rights  and  interests  of 
the  intermediate  and  more  influential  class,  with  whom  the  fiscal  relations  of  the  local 
Governmeni  are  close  and  constant.  The  zemindars  are  not  the  representatives  of  the 
masses  in  their  material  interests,  but  sometimes  the  reverse,  that  is,  adverse  rather  than 
friendly  representatives.  Yet  to  gauge  the  feelings  and  wants  and  circumstances  of  de- 
pendent millions,  where  the  points  of  direct  contact  and  sympathy  are  so  few,  as  under 
such  circumstances  they  are  between  the  European  functionary  and  the  ryot,  is  extremely 
difficult.  In  a  word,  the  European  functionary  is,  by  the  system,  more  isolated  from  the 
masses  in  Bengal  than  he  is  elsewhere  in  India,  and,  whatever  the  advantages  of  a  perma- 
nent settlement,  it  certainly  has  the  disadvantage  of  practically  having  created  in  Bengal  a 
permanent  barrier  between  the  mass  of  the  cultivators  of  the  soil  and  the  European  officer, 
in  the  best,  the  only  position  in  which  acquaintance  with  the  people  is  really  a  feasible 
accomplishment.  To  remedy  this  radical  difficulty  is  a  grave,  large,  and  complicated 
qtiestion. 

H.  M,  Vurand. 


Minute  by  Major  General  the  Honourable  Sir  H.  ifcf.  Durandj  c.  b.,  k.  c.  s.  i.  ; 

dated  Simla,  7th  October  1U67, 

This  scheme  for  the  disintegration  of  the  Imperial  revenues  in  favour  of  the  local 
Governments  is  advocated  on  political  anJf  financial  grounds,  which  appear  to  me  to  be 
incorrect  assun)ptions,  and,  therefore,  to  want  all  real  practical  solidity.  Although  I  regret 
the  circulation  of  the  scheme,  as  calculated  to  give  more  countenance  to  its  entertainment 
than  it  merits,  and  as  certain  to  evoke  more  or  less  of  that  clamour  which  the  Goverijment 
of  India  is  said  to  be  unable  to  resist,  yet,  unless  much  more  potent  reasons  can  be  shown 
than  any  that  have  as  yet  been  advanced,  the  replies  of  the  local  Governments  consulted, 
however  backed  by  clamour,  are  not  likely  seriously  to  affect  my  own  convictions  on  this 
important  subject. 

2.  Without  the  smallest  reflection  on  the  high  character  of  local  Governments,  this 
is  a  matter  upon  which  they  cannot  advise  with  impartiality.  To  men  in  authority,  control 
of  any  kind  is  generally  much  more  irksome  than  agreeable;  but,  perhaps,  the  least 
palatable  of  all  is  financial  control,  and  any  curb  on  profuse  local  expenditure.  However 
temperately  exercised,  it  is  sure  to  produce  more  or  less  of  irritation,  and  sometimes,  as  we 
have  experienced,  a  good  deal  of  active  official  resentment.  Such  a  feeling  does  not  un- 
fortunately expire  with  a  Governor's  tenure  of  office;  for  it  pervades  the  oificial  circle  in 
contact  with  him,  and  becomes  a  traditional  sentiment  of  opposition  to  the  Supreme 
Government  but  too  likely  to  be  early  and  forcibly  impressed  on  an  inexperienced  succes- 
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sor.  The  existence  of  Buch  a  traditional  sentiment  may  be  regretted,  but  cai  hardly  be 
soberly  admitted  as  a  sufficient  reason  for  a  hasty  subversion  of  a  carefully  elaborated 
financial  system  which,  thanks  to  the  labours  of  Mr.  Wilson  and  Mr.  Laing,  is  now  first 
beginning  to  be  properly  worked  and  understood  bv  every  branch  of  the  public  service. 
Radical  change  under  such  circumstances  is  pernicious,  and  most  inexpedient  when  wholly 
unnecessary. 

3.  Equally  invalid  appears  to  me  the  argument  which,  wliilst  dwelling:  on  the  ephemeral 
character  of  the  Indian  Government  in  all  its  parts,  applies  that  peculiarity  especially  to 
ihe  Governor  General  and  the  Government  of  India,  in  contrast  with  the  minor  local 
Governments.  Manifestly,  this  objection,  which  is  inherent  in  our  administrative  system, 
is  not  confined  to  the  Government  of  India ;  but,  whether  for  good  or  for  evil,  is  equally 
the  brand  of  all  our  local  Governments.  So  likewise,  the  vague  charge  of  liability  to 
"  special  crotchets,"  which  is  associated  with  the  ephemeral  nature  of  the  Government  of 
India.  We  certainly  have  wimessed  instances  of  special  crotchets,  falling  in  with  popular 
fancies,  driven  to  much  greater  lengths  in  the  case  of  Governors  of  minor  Presidencies 
than  in  that  of  Governors  General ;  and,  in  one  notorious  case,  the  Secretary  of  State,  Sir 
Charles  Wood,  showed  that  there  was  a  limit  to  the  patience  of*  the  Home  Government  in 
allowing  an  insubordinate  Governor  to  contemn  the  authority  of  the  Government  of  India. 
Although  it  is  true  that  theie  are  varying  deo:rees  of  support  given  by  successive  Secre- 
taries of  State  to  the  position  and  authority  of  the  Governor  General  in  Council,  and  that, 
therefore,  there  may  be  corresponding  degrees  of  callousness  to  the  rebukes  of  the 
Supreme  Government,  that  stage  has  hardly  as  yet  been  attained  when  disobedience  to  the 
Government  of  India  is  sure  of  impunity  from  tlie  want  of  firmness  or  vigour  at  the  India 
Office  in  support  of  the  paramount  authority  in  India. 

4.  As  far  as  crotchets,  especially  popular  crotchets,  are  concerned,  the  Governor  General, 
from  the  very  constitution  of  his  Council,  is  differently  circumstanced  from  the  Governors 
of  subordinate  Presidencies.  Local  Governments  cannot  be  expected  to  prove  free  of 
local  biases,  and  it  is  beyond  their  power  of  resistance  not  to  be  infected  by  whatever 
public  fever  of  the  moment  may  be  plungini;  an  influential  local  community  into  a  wild 
career  of  speculation  and  extravagance.  It  is  both  easier  and  more  popular  to  place  itself 
at  the  head  of  such  a  movement  than  to  have  the  boldness  to  attempt  to  check  or  control 
it.  Ou  the  contrary,  what  Mr.  Mill  obseived  in  the  debate  on  Mr.  Aryton's  resolutions 
is  as  applicable  to  the  position  of  the  Governor  General  in  Council  as  to  that  of  the  Secre- 
tary of  State  in  Council.  "  Gentlemen  knew  their  own  Presidencies,  and  those  who  were 
concerned  in  the  administration  of  one  had  more  or  less  prejudice  against  those  who  ad* 
ministered  another.  Those  who  were  in  Bengal  knew  less  of  Madras  and  Bombay  than 
those  who  had  access  to  the  records  of  all  the  provinces,  and  were  accustomed  to  deliberate 
upon  and  discuss  them,  and  to  write  about  them  ;  and  so  with  regard  to  each  of  the  pro- 
vinces. A  larger  view  of  Indian  affairs,  less  coloured  by  imperfect  information  and 
prejudice,  was  obtained  by  a  Council  comparing  its  opinions  than  would  be  found  in  any 
JPresidency."  Now,  as  the  legal  Member,  the  financial  Member,  the  Commander-in-Chier, 
and  ordinarily  the  Governor  General,  are  not  Presidency  men,  and  the  three  other  Mem* 
bers  are  from  different  Presidencies  and  services,  this  dictum  is  fully  as  forcible  in  the  case 
of  the  Governor  General's  Council  as  in  that  of  the  Secretary  of  State.  But  more'  than 
this,  the  Government  of  India  has  at  its  discretion  that  which  the  Secretary  of  State  in 
Council  has  not,  viz.,  the  power  of  assembling  wherever  the  Govenor  General  may  think 
its  presence  desirable ;  and  although  this  power  has  not  as  yet  been  exercised,  except  in 
ordmary  course  at  the  Capital,  Calcutta,  and  at  Simla,  that  i.«i,  in  the  Bengal  and  in  the 
Punjab  Governments,  yet  it  is  provided  for  by  Act  of  Parliament,  with  an  evident  intention 
that  so  important  an  element  of  practical  control  should  not  be  a  dead  letter.  The  central 
authority  in  India  has,  therefore,  in  this  respect,  a  more  effective  mode  of  active  supervision 
than  is  enjoyed  by  the  Secretary  of  State  in  Council 

5.  All  wars  are,  in  a  certain  sense,  a  source  of  extravagance,  as  also,  in  an  analogous 
sense,  are  a  large  class  of  great  measures  having  the  ultimate  welfare  and  improvement  of 
the  country  in  view ;  and  as  the  local  Gov^nments  have  long  ceased  to  engage,  propria 
motUy  in  all  such  great  operations,  whether  of  peace  or  war,  measures  of  that  importance 
and  magnitude  being  in  the  hands  of  the  Supreme  Government,  it  is  an  incontrovertible  truism 
that,  if  ihe  Indian  public  debt  be  analysed,  it  will  be  found  to  have  been  mainly  incurred 
through  Imperial,  and  not  through  local,  extravagance.  To  all  who  consider  the  growth  and 
development  of  this  Indian  empire  from  the  state  of  mere  commercial  factories  on  the 
coast  to  its  present  dominion  over  the  length  and  breadth  of  India  as  a  huge  mistake,  if 
not  worse,  the  process  may,  in  a  particular  sense^  be  charged  with  extravagance ;  but  a 
close  comparison  and  investigation  will  satisfy  any  impartial  mind,  that  never  was  a  con- 
quest of  equal  magnitude  effected,  from  a  purely  financial  point  of  view,  on  such  favourable 
and  profitable  terms ;  and  that  where  a  war,  such  as  the  AffgUan  War,  has  proved  a  profit- 
less drain  on  our  finances,  and  a  severe  below  to  our  fame,  the  calamitous  adventure  was 
due,  not  to  the  military  crotchet  of  a  Governor  General,  but  to  the  policy  of  the  Home 
Government.  To  suppose  that  the  dire  necessity  of  war  can  be  staved  off  by  curtailing 
the  resources  of  the  Government  of  India,  for  meeting  and  prosecuting  war  when  imposed 
upon  it  by  the  force  of  circumstances,  or  the  orders  of  the  Home  Government,  appears 
about  as  rational  a  procedure  as  it  would  be  to  scuttle  our  iron  dads  and  dismiss  our  land 
forces,  to  prove  to  the  world  the  sincerity  of  our  peaceful  intentions.     If  war,  offensive  or 
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defensive,  come  upon  us,  no  fanciful  restraints,  due  to  an  arbitrary  distribution  of  revenue, 
will  make  the  diflference  of  the  fire  of  a  single  cartridge.  War  hangs  on  no  such  gossamer 
threads.  As  far  as  mere  war  crotchets  are  concerned,  it  is  notorious  that  it  has  been  due 
to  the  steady  repression  of  the  Government  ol  India  that  the  traditional  policy  ol  the  Scind 
frontier  authorities,  an  advance  throus^h  the  Bcilan  Pass  into  Affghanistan,  has  not  suc- 
ceeded in  con^mitting  us  to  an  aggressive  policy.  From  the  time  that  Colonel  Jacob  first 
urged  on  L^rd  Canning  action  a<Tainst  Persia  from  the  Send  Frontier,  up  to  the  present 
moment,  it  has  been  with  difficulty,  and  only  through  the  firmness  of  the  Supreme  Govern- 
ment, that  the  policy  accepted  without  a  murmur  at  Peshavvui,  and  there  honestly  pro- 
secuted in  accordance  with  the  instructions  of  the  Governor  General  in  Council,  hns  not 
been  contradicted  by  ihe  pursuit  of  a  different  policy  on  our  Scind  frontier.  War,  more- 
over, is  no  longer  in  the  discretion  of  the  Governor  General,  who  is,  by  Act  of  Parliament, 
compelled  previously  to  take  the  orders  of  the  Home  Government  before  an  asgressive  shot 
can  be  fired.  If  so  solemn  a  provision  of  an  Act  ot  Parliament  should  ever  fail  to  restrain 
a  Governor  General,  most  certainly  the  delusive  nianacle  of  a  fixed  ratio  of  share  of 
revenue  to  a  minor  Government  must  prove  ludicrously  inadequate  to  curb  his  martial 
ardour. 

(5.  Durinii  my  incumbency  of  the  office  of  Foreign  Secretary,  I  had  ihe  opportunity  for 
four  years  of  watching  the  degTee  of  interference  exercised  in  that  Department  over  the 
expenditure  of  m  nor  Governments.  I  recollect  no  single  instance  in  which,  under  Lord 
Canning,  Lord  Elgin,  or  Sir  J.  Lawrence,  the  control  of  the  Government  of  India  was 
carried  in  financial  matters,  involving  frequently  considerations  of  much  delicacy  and  diflS- 
culty,  to  an  extent  otherwise  than  salutary.  Nor  was  there  any  question  as  to  the  effective 
character  of  the  control.  Since  I  have  been  a  Member  of  this  C"uncil,  and  have  watched 
specially  the  proceedings  in  the  Military  and  in  the  Public  Works  Departments,  and  have 
paid  attention  to  the  general  questions  involving  expenditure  in  the  Home  and  Foreign 
Departments,  I  cannot  recal  to  mind  any  occasions  in  which  the  check  of  the  Adminstra- 
tive  Department  was  uncalled  for,  or  the  final  review  and  decision  of  the  Financial  Depart- 
ment, not  primd  facie  right  in  princi[)le.  Decisions  have  been  sometimes  modified  on  fur- 
ther explanations;  but  the  very  necessity  of  having  to  furnish  such  explanations  renders 
local  Governments  properly  <  arefui  in  submitting  proposals  for  increased  charges.  Strange 
to  say,  the  Government  that  has  been  treated  with  the  greatest  liberality,  if  not  laxity,  by 
the  Government  of  India,  is  precisely  that  which  has  shown  most  disposition  to  evade,  if 
not  to  oppose,  the  financial  control  of  the  central  authority.  There  has  been  no  difficulty 
in  our  financial  relations  with  the  Madras  Government;  on  the  contrary,  with  hardly  an 
exception  (one  may  cite  perhaps  the  PoLce  and  the  Godavery  Works),  nothing  can  have 
been  more  moderate  and  economical  than  the  procedure  of  that  local  Government.  There 
has  been  no  difficulty  with  Beng^iL  the  Punjab,  the  North- Western  Provinces,  Burmah, 
the  Central  Provinces,  or  Oude ;  on  the  contrary,  all  these  administrations,  which  have 
been  much  more  stringently  dealt  vxith  than  Bombay,  have  evinced  no  impatience  under 
or  repugnance  at,  the  salutaiy  control  of  the  Supreme  Government.  Bombay  alone  has 
sought  to  turn  away  attention  from  numerous  and,  some  of  them,  very  gross  cases  of 
irregular  and  profuse  expenditure  by  raising  ihe  cry  of  petty  and  vexatious  interference  on 
the  part  of  the  Government  of  India.  Even  the  collapse  of  the  Bombay  Bank,  owing  to  a 
purely  local  mismanagement,  for  which  it  is  difficult  to  find  terms  of  appropriate  severity, 
was  at  one  time  gravely  attributed  to  ihe  dangerous  interference  of  the  Govenment  of 
India;  because  Mr.  Massey,  when  staking  the  treasure  and  credit  of  the  Supreme  Govern- 
ment in  support  of  the  imperilled  Bombay  Bank,  called  for  precise  information  as  to  the 
real  financial  position  of  that  institution.  So  far  from  thinking  the  control  of  the  central 
anthority  to  have  been  exercised  in  a  manner  too  minutely  critical  and  scrutinizing,  I  am 
strongly  ot"  opinion  thai  the  reverse  has  been  the  case  with  regard  to  Bombay  ;  and  I  have 
always  regretted  that  the  untimely  death  of  Lord  Elgin  prevented  the  adoption  of  a  course 
which  I  more  than  once  pressed  on  his  attention,  and  the  adoption  of  which  he  seemed 
disposed  to  entertain,  namely,  that  six  months  should  be  passed  in  that  Presidency  in  1864 
or  1865  by  the  Goverment  of  India.  Such  a  visit  might  probably  have  resulted  in  a  good 
deal  not  at  the  time  palatable  to  the  Bombay  Government,  though  it  might  also  have  saved 
us  from  much  that  has  subsequently  happened.  Be  this  as  it  may,  however,  1  assert  con- 
fidently ihat  at  present  there  is  absolutely  no  ground  whatever  for  the  allegation  that  the 
financial  control  of  the  Government  of  India  goes  to  undue  lengths  in  what  it  attempts  and 
miscarries  miserably  to  the  extent  of  the  excess.  On  the  contrary,  any  partial  miscarriage 
of  control  in  the  solitary  instance  of  Bombay,  whose  infractions  of  financial  rules  have  been 
condoned  by  the  Home  rather  than  the  Central  Government,  is  no  proof  whatever  that  the 
rules  are  faulty,  but  that  their  relaxation  is  highly  inexpedient,  and  that  more  rigid  subordina- 
tion to  them  should  be  enforced  both  by  the  Government  of  India  and  the  Home  Govern- 
ment. To  subvert  the  financial  control  of  the  Central  Government,  because  one  out  of  nine 
Administrations  has  proved  rather  refractory,  is  about  as  sensible  a  procedure,  to  my  mind, 
as  to  annul  the  Articles  of  War  and  the  powers  of  the  Commander  in  Chief,  because  a  regi- 
ment should  happen  somewhat  to  misbehave.  I  venture  to  doubt  the  statesmanship  of 
ruling  either  India  or  armies  in  this  way. 

7.  I  fail  to  see  any  analogy  between  English  county  expenditure,  or  American  States 
expenditure,  and  that  of  Indian  local  administrations.  Both  systems  are  based  on  the 
theory  and  practice  of  the  control  of  the  people  or  their  representatives.  There  is  not  a 
shadow  of  such  control  in  the  case  of  Indian  administrations.     Even  in  municipal  arrange- 
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ments,  except  in  a  few  places,  ihe  control  of  the  people  is  a  pure  fiction;  and  even  where 
it  is  not,  as  in  Calcutta  and  Bombay,  that  re^^ult  is  already  being  experienced  which  is 
loudly  complained  of  in  almost  all  great  cities  in  England  and  America,  In  Calcutta  we 
have,  in  fact,  long  been  engoged  on  a  series  of  attempts  to  remedy  the  defects  of  local 
self-government;  Bombay  much  ihe  same,  b'Jt  rather  worse.  We  are  following  in  our 
experience  very  rapidly  in  the  steps  of  London  and  some  of  the  chief  cities  of  England,  as 
also  those  of  Americfi.  In  France  «nd  the  other  great  Continental  States,  not  only  the 
capitals,  but  all  the  cities  and  large  towns  have  more  or  less  drifted  from  local  self- 
government  into  something  very  different ;  though,  often  like  our  municipal  committees  in 
India,  there  remains  a  shadow  and  fiction  of  the  defunct  principle  of  local  administra- 
tion. If  such  be  the  case  where  there  is  a  seanblance  ot  popular  control  over  a  munici- 
pality, as  in  Calcutta  and  Bombay,  what  can  be  expected  whei-e,  as  ia  the  case  of  local 
Governments,  all  control  by  the  people  is  entirely  ignored,  and  the  only  real  practical 
control  that  remains  is  that  of  the  central  Government. 

8.  I  am  not  aware  that  anyone  advocates  petty  interference  in  a  particular  class  of  pub- 
lic works-     I  certainly  do  not,  tiiough  I  um  in  favour  of  a  carefully  general    control  and 
supervision  over  all  that  class  of  important  public  works  which  are  of  that  magnitude  as 
to  deniand  the  increase  of  debt  in  the   form  of  loans,  guarantees,  and  the  like.     The  only 
condition  on  which  we  can  expect  British  capital  to  lisk  itself  in  the  fertilization  of  India, 
and  in  its  general  progress,  is  that  capitalists  shall  have  the  security  that  the  Imperial 
revenues  are  not  to  be  frittered  away  to  meet  the  caprice  of  local  Governments.     Capital- 
ists know  well  that  centralization,  with  lespect  to  the  receipt  and  allocation  of  public  means, 
is  synonymous  with  economy,  with  a  just  distribution  of  available  assets,  and  with  a  correct 
view  of  the  relative  wants  ol  the  different   provinces  of  the  empire.     This  is  a  duty  which 
cannot  be  delegated  to  those  not  in  a  position  to  take  a  general,  as   contradistinguished 
from  a  local  view,  without  at  once  shaking  the  confidence  of  capitalists.     Practically  they 
rely  upon  the  Impeiial  revenues  of  India  as  a  security  for  the  money  they  embark;  but  if 
a  sixteenth  of  that  can  be  permanently  alienated  on  such  grounds  as  are   now  proposed, 
there  is  nothing  to  prevent  the  process  being  enlarged  to  an  eighth,  or  a  fourth,  or  a  third. 
Indeed,  we  were  candidly  told  that  the  permanent  alienation  of  revenue  might  rise  gradually, 
from  two  and  a  half  millions  to  fifteen   millions,  manifestly  a  general  ratio  such  as  a  six- 
teenth contains  no  single  element  of  reasonable  satisfaction  as  to  its  permanence.     It  pre- 
sents no  financial  principle  whatever,  but  that  of  opening  a  wide  door  for  the  demand  of 
further  alienations  of  Imperial  revenue.     No   Government  will  be  content,   and   as   the 
scheme  provides  f  »r  supplemental  grants,  strict  adherence  to    the  specified  ratio  will  be  im- 
po>sible.     The  scheme  will  tims  have  diminished   the   means  of  compliance,  at   the  same 
time  that  it  stimulates  the  demand  for  large  assignments.     The  diminution  of  fiiction  will 
be  altogether  ephemeral,  if  indeed  there  be  any ;  for  we  have  seen  how  at  once  Bengal, 
when  consulted,  claimed  a  larger  ratio.     With  every  augmentation  of  the  ratio   of  aliena- 
tion, the  power  of  the  Supreme  Government  will  be  curtailed   in  the  adaptation  of  expendi- 
ture to  real  requirements.     It  will  be  more  and  more  crippled,  and   less   and  less  able  to 
meet  great  emergencies.     As  financial  control,  too,  passes  from  its  hands,  the  reality  of  its 
power  will  evaporate;  yet  India  must  be  governed;  and  as  I  have  no  faith  in  the  Govern- 
ment of  India  by  perpetually  changing  Secretaries  of  Staie  at   Westminster  at  the  head  of 
a  confederacy  of  local  Governments  and  Administrations,  in  supersession  of  a  Government 
of  India  on  the  spot,  I  greatly  deprecate  the  reduction  of  the  authority  and  power  of  the 
Governor  General  in  that"  essential,  not  only  of  all  power,  but  of  all    good  government,  the 
effective  control  of  the  Imperial  revenue. 

9.  Mr.  Lushington's  note,  which  is,  in  my  opinion,  a  very  sound  exposition  of  the  exist- 
ing system,  renders  it  unnecessary  for  me  to  analyse  the  scheme  now  proposed  in  greater 
detail  as  I  had  intended.  1  concur  with  the  Governor  General  in  most  of  the  observations 
contained  in  his  Excellency's  Minute,  and,  therefore,  abstain  from  mere  recapitulation. 

(signed)        H.  M.  Dnrand. 


Enclosure  5,  in  No.  11. 
Minute  by  the  Honourable  H.  S.  Maine. 


My  opinion  on  many  of  the  questions  put  to  us  by  the  Secretary  of  State  will  neces- 
sarily jjossess  much  less  value  than  the  opinions  of  those  of  my  colleagues  who  have  had  a 
larger  experience  of  India.  I  have,  however,  been  nearly  six  years  in  charge  of  the 
Legislative  Department  of  the  Government  of  India,  and  I  may,  therefore,  venture  to 
claim  some  degree  of  attention  for  the  conclusions  I  have  come  to  on  the  points  raised  by 
Sir  Stafford  Northcote  in  his  16th  and  19th  paragi-aphs,  which  relate  to  suggested  changes 
in  the  machinery  of  legislation. 

I  am  strongly  in  favour  of  restoring  to  the  Executive  Government  that  power  of  legis- 
lating for  the  less  advanced  portions  of  the  country  which  it  once  possessed  in  fact  It 
might,  perhaps,  be  enough  to  point  out  that,  if  there  had  not  been  a  genetal  belief  in  the 
existence  of  that  power,  there  would  almost  certainly  have  never  been  a  formal  legislature 
in  India.     Lord  Dalhousie,  when  he  pressed  for  the  establishment  of  the  first  Le^lative 
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Council,  unquestionably  believed  that  his  Government  possessed  the  same  legislative  autho- 
rity over  non-regulation  territory  which  the  Crown  exercises  over  Crown  colonies  up  to 
the  moment  of  according  to  them  distinct  legislative  institutions.  The  legal  correctness  of 
the  doctrine  on  which  this  claim  to  legislate  "  executively  "  rested  was  indeed  strongly  denied 
by  my  predecessor  in  office,  Sir  Bai-nes  Peacock;  but  in  practice  the  Government  continued 
till  1 861  to  act  as  if  it  possessed  the  power  in  respect  of  all  the  outlying  and  newly  annexed 
provinces.  At  length,  however,  the  Indian  Councils  Act  of  1861,  according  to  the  better 
construction  of  its  language,  took  away  from  the  Executive  Government  all  legislative 
authority  over  non-regulation  territory,  at  the  same  time  that  it  gave  the  force  of  law  to 
all  the  rules  which  had  been  made  in  the  belief  that  the  authority  existed.  The  intention 
of  the  Statute  of  1861  seems  to  be  that  local  councils  shall  gradually  be  established  in  all  the 
provinces  of  India.  As  a  matter  of  fact,  however,  it  has  not  yet  been  found  possible  to  esta- 
blish a  local  legislature  even  in  a  part  of  the  country  so  long  settled  and  so  well  under- 
stood as  the  North-Western  Provinces ;  and  the  result  is  that  no  new  law  or  rule  which  is 
required  for  any  province  other  than  Madras,  Bombay,  and  Bengal  Proper  can  be  sanc- 
tioned bv  any  authority  in  India  other  than  the  Supreme  Legislative  Council,  sitting 
usually  for  three  or  four  months  in  the  year,  and  almost  exclusively  at  Calcutta. 

The  absolute  denial  of  legislative  power  to  the  Executive  Government,  as  it  affects  the 
wilder  and  less  civilised  portions  of  India,  is  most  inconvenient,  and,  I  venture  to  think, 
most  dangerous ;  for  it  comes  to  this,  that  the  Executive  Government  can  do  no  act  unless 
there  is  a  known  rule  to  back  it.  This  might  be  all  very  well,  if  India  was,  what  China 
was  once  supposed  to  be,  a  country  in  which  there  wap  a  rule  for  every  possible  contin- 
gency. But  the  government  of  the  country  is  an  experiment  conducted  under  perpetually 
changing  conditions.  Those  who  know  most  of  the  people  in  the  outlying  provinces  pro- 
bably know  but  little  of  them  ;  mistakes  are  constantly  discovered  which  ought  at  once  to 
be  corrected,  peculiarities  of  character  and  feeling  unknown  before  have  suddenly  to  be 
allowed  for,  and  new  circumstances  arise  to  which  raeasjires  must  be  moulded.  As  matters 
stand  at  present,  the  government  can  do  nothing  without  coming  to  Calcutta  for  a  formal 
law,  the  reasons  for  which  it  is  often  not  easy  and  occasionally  not  safe  to  assign.  More- 
over, the  law  in  question  has  to  be  asked  from  a  council  which  is  not  really  responsible  for 
the  peace  and  good  government  of  the  territories  to  be  legislated  for.  No  doubt  in  prac- 
tice the  legislature  shows  great  good  sense  by  accepting  these  laws  from  the  local  function- 
aries without  questioning  them.  Still  it  is  just  possible  that  a  law  imperatively  required 
for  the  safety  of  the  Trans-Indus  frontier  or  the  peace  of  the  wild  country  in  the  Central 
Provinces  might  be  refused  ;  and,  if  so,  what  responsibility  could  be  fixed  on  the  members 
of  the  Civil  Service  from  Madras,  Bombay,  or  Bengal  Proper,  or  on  the  gentlemen  be- 
longing to  the  Calcutta  mercantile  community,  who  sit  in  the  Council?  Yet  public 
opinion  in  England  exacts  from  the  Executive  Government  of  India  the  responsibilities  of 
a  despotism,  even  over  the  more  settled  provinces,  to  a  much  greater  extent  than  is  com- 
monly believed  here,  over  the  wilder  provinces,  absolutely. 

Nor  must  it  be  left  out  of  account  tliat  the  public  debates  in  the  Council,  which  in  my 
judgment  have  an  excellent  effect  (so  far  as  they  go)  on  the  civilised  and  settled  Provinces 
might  do  us  great  injury  in  the  rest  of  India,  to  wnich  they  are  sure  to  penetrate,  if  they 
do  penetrate,  in  a  distorted  and  falsified  shape. 

To  the  other  question  asked  by  the  Secretary  of  State,  shall  the  Local  Bengal  Legis- 
lature  be  abolished,  and  its  functions  transferred  to  the  Supreme  Council  ?  I  am  compefled 
to  give  a  very  decided  answer  in  the  negative.  I  greatly  regret  that  on  this  point  I  am 
at  issue  with  his  Excellency  the  Viceroy. 

His  Excellency  has  remarked  that  the  Bengal  Legislative  Council  does  not  possess  the 
same  weight  as  the  other  local  legislatures.  I  certainly  have  observed  that  there  has 
been  in  some  quarters  much  disparagement  of  the  Bengal  Coimcil,  but  I  strongly  suspect 
Aat,  if  we  knew  more  of  the  Madras  and  Bombay  legislatures,  we  should  find  them  not 
less  roughly  treated  by  the  local  press.  There  is  one  additional  reason  for  not  giving  any 
extraordinary  weight  to  these  adverse  criticisms.  Their  authors  are  obviously,  and  no 
doubt  honestly,  desirous  of  chaining  the  government  of  India  to  Calcutta,  and  no  more 
promising  expedient  could  be  devised  for  this  object  than  compelling  the  Supreme  Council 
to  undertake  the  whole  local  legislation  of  Bengal  Proper.  1  quite  understand,  at  the' 
same  time,  that  the  Viceroy  has  very  different  objects  in  view  when  he  proposes  the  sup- 
pression of  the  local  council,  and  it  is  curious  to  reflect  how  very  little  pleasure  it  would 
S've  to  the  assailants  of  the  Bengal  Council  to  be  taken  at  their  word  in  the  sense  in  which 
s  Excellency  would  take  them. 

Looking  simply  at  the  proposal  to  suppress  the  local  council  and  transfer  its  duties  to 
the  Supreme  Council,  I  am  opposed  to  it  on  a  variety  of  grounds.  Speaking  from  my 
own  observation,  I  think  the  Bengal  Legislature  does  all  its  work  reasonably  well,  and  a 
good  deal  exceedingly  well.  And,  wheSier  it  does  it  ill  or  well,  I  am  quite  sure  that  the 
Supreme  Legislature  would  do  it  a  great  deal  worse.  It  is  indeed  possible  that  the  local 
council  sometimes  addresses  itself  to  subjects  which  could  be  better  disposed  of  by  the 
Governor  General's  Council.  But,  if  that  be  so,  the  fault  is  attributable  to  the  Supreme 
Government  and  the  Supreme  Legislature,  since  the  Supreme  Council  can  take  any  sub- 
ject it  pleases  out  of  the  hands  of  the  Bengal  Council  and  can  supersede  or  repeal  its 
legislation. 

The  effect  of  the  transfer  of  the  Bengal  business  to  the  Supreme  Council  would  be,  a 
far  as  I  can  see,  to  break  it  down  altogether.  In  my  humble  judgment,  we  have  already 
too  much  in  the  Supreme  Legislature  of  what  I  hope  I  may  call,  without  disrespect,  the 
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*  parish-vestry  "  business  of  the  North- West,  the  Punjab,  and  the  chief  commissionership. 
There  is  before  us  at  the  present  moment  the  most  important  law  which  it  has  ever  been 
proposed  to  apply  to  India,  not  even  excepting  the  penal  code.  The  Indian  Contract  Bill, 
which  the  Indian  Law  Commissioners  have  prepared,  and  which  we  hope  to  apply  to  all 
classes  in  India,  will  affect  the  every-day  transactions  of  one  of  the  most  industrious  popu- 
lations in  the  world,  and  most  thoroughly  imbued  with  the  commercial  spirit  It  would 
not  be  too  much  to  say  that  if  the  Select  Committee  on  this  Bill  met  during  every  working 
hour  of  the  week,  it  would  not  be  time  wasted  ;  yet  I  have  not  been  able  to  allot  to  this 
Committee  more  than  one  afternoon  a  week,  merely  because  we  are  busy  in  discussing 
such  questions  as  what  is  the  b<!St  way  in  which  municipal  committees  in  the  north-west 
can  abate  petty  nuisances,  and  under  what  restrictions  they  shall  be  allowed  to  borrow 
money  for  the  digging  of  tanks.  The  legislation  of  the  Bengal  Council  would  be  a  crush- 
ing addition  to  our  work.  It  must  always  be  very  heavy,  for  Bengal  Proper  is  a  law- 
abiding  province;  and  it  must  also  be  very  minute,  since  it  will  have  to  govern  the  con- 
cerns of  a  population  with  a  very  decided  turn  for  law,  and  since  it  will  be  exposed  to 
examination  by  dignified  courts  composed  of  subtle  and  wary  lawyers 

I  object  further  to  the  proposal  because  it  will  entail  a  very  unsatisfactory  change  in 
the  composition  of  the  Supreme  Council.  Nothing  to  my  mind  can  be  plainer  than  the 
principles  on  which  that  Council  should  now  be  constituted.  We  require  gentlemen  who 
can  explain  the  practical  difficulties  which  attend  the  application  of  laws  to  parts  of  India 
in  regard  to  which  European  experience  or  received  European  principles  play  us  false. 
We  require  to  know  what  view  of  a  tax  will  be  taken  by  a  half-reclaimed  Pathan  marauder 
on  the  other  side  of  the  Indus ;  what  will  be  the  effect  on  Marwarree  traders  in  Guzerat 
of  a  change  in  the  law  of  negotiable  instruments ;  what  difficulties  will  arise  from  altering 
the  received  rule  of  "  market  overt"  amon^  the  cattle-stealing  populations  on  the  border 
of  the  Native  States.  We  need  the  aid  of  authorities  on  the  intricate  land  revenue  law 
of  the  temporarily  settled  province^,  on  the  heterogeneous  land  tenures  of  the  Punjab  and 
North  West,  and  on  the  multitudinous  family  and  clan  customs  characteristic  of  all  North 
Western  India.  But  if  we  undertake  to  legislate  for  all  Bengal  Proper,  we  must  in 
justice  to  that  wealthy  and  civilised  province,  half  fill  the  Council  with  Bengal  Civilians 
and  educated  Bengal  natives,  classes  both  so  leavened  with  European  ideas  that  they  will 
be  of  little  or  no  use  in  helping  us  to  ascertain  the  modifications  of  first  principles  which 
are  the  conditions  of  their  application  to  India  as  a  whole.  Speaking  from  my  own  expe- 
rience, I  should  say  there  would  be  no  more  dangerous  ingredient  in  a  Council  than  a 
large  number  of  educated  Bengalee  natives.  No  body  charged  with  the  conduct  of  the 
Legislative  Department  will  ever  fail  to  be  inundated  with  their  proposals  for  legislative 
innovation ;  and,  if  those  proposals  are  serious,  all  I  can  say  is  that  there  are  many  of  them 
which  Bentham  himself  would  have  thought  premature. 

Conversely,  I  think,  Bengal  will  suffer  from  not  having  liberty  to  discuss  and  enact 
a  certain  class  of  measures  in  an  assembly  composed  of  Native  and  European  gentlemen 
exclusively  familiar  with  the  province  and  the  people.  The  province  stands  by  itself,  in 
respect  of  the  character  of  the  Native  population,  the  large  admixture  of  Europeans,  the 
peculiar  nature  of  the  Revenue  Settlement,  and  the  absence  of  institutions  which  are  the 
basis  of  society  in  other  parts  of  India.  Many  things  are  practicable  in  Bengal  Proper 
and  many  things  are  desirable  which  are  not  practicable  or  desirable  elsewhere.  I  do  not 
see  why  the  moral  and  material  progress  of  Bengal  should  be  impeded  by  the  doubts  of 
gentlemen  intimately  acquainted  only  with  the  less  intellectual  and  less  supple  population 
of  Upper  India. 

So  far  from  compelling  the  Supreme  Council  to  undertake  more  local  legislation,  I 
would  gladly  see  its  functions  narrowed  in  the  main  to  the  consideration  of  financial 
measures  and  of  the  portions  of  the  Code  successively  sent  out  to  us  by  the  Indian  Law 
Commissioners.  I  am  sure  that  all  the  time  economised  through  the  diminution  of  local 
legislation  would  be  well  expended  on  the  measures  I  have  mentioned.  Wherever  the 
power  of  summary  le^lation  cannot  be  reasonably  exercised,  I  would  establish  a  small 
local  council,  only  avoiding  the  mistake  into  which  the  present  local  legislatures  seem  to 
me  to  have  fallen,  of  having  regular  and  periodical  sessions.  I  entirely  agree  with  Sir 
W.  Muir  that  the  North  West  is  entitled  to  a  local  council,  but  it  should  only  meet  when 
legislation  is  actually  wanted,  and  should  not  always  sit  with  open  doors. 

The  Viceroy,  in  advocating  the  abolition  of  the  Bengal  Council,  contemplates  further 
dbtanges  which  would,  to  a  certain  extent,  obviate  the  objections  I  have  taken.  He  would 
"  grant  the  power  of  summary  legislation  for  the  whole  of  the  Bengal  Presidency  and  its 
dependencies."  And  he  would,  no  doubt,  say  that  a  great  deal  of  legislation  would  be  got 
through  under  the  sununary  power,  so  that  no  great  additional  labour  would  be  thrown  on 
the  Supreme  Council. 

His  Excellency  will  pardon  my  arguing  that,  so  far  as  regards  Bengal  Proper,  the 
change  he  proposes,  which  is  certainly  very  serious,  is  also  of  very  doubtful  expediency. 
Nobody  with  the  least  self  respect  would  care  to  echo  those  assertions  of  the  inherent 
rights  of  Englishmen  which  are  sometimes  current  here.  Yet,  in  settling  the  legislative 
mechanism  fittest  for  this  province,  we  cannot  quite  put  aside  the  fact  that  the  powerful 
class  consists  of  Europeans,  and  of  educated  Natives  who,  when  their  interests  allow  it, 
write,  talk  and  think  as  much  like  Europeans  as  they  can.  We  cannot  give  this  class 
representative  institutions ;  but  it  is  a  very  serious  matter  to  withdraw  from  mem  a  formal 
legislature  when  they  have  once  had  it,  and  to  subject  them  to  that  concrete  form  of  des- 
potism which  consists  in  the  complete  blending  of  executive  and  legislative  power. 
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No  doubt  there  would  still  remain  the  Supreme  Council.  But  it  would  only  be  called 
into  action  when  the  Executive  Government  chose,  and  I  presume  that  it  would  never 
have  measures  submitted  to  it  on  which  the  Government  disliked  debate,  or  to  which  it 
feared  serious  opposition.  Now  to  take  the  last  contingency  first,  the  cases  in  which  the 
Government  could  not  carry  a  measure  either  in  the  Supreme  or  local  Council  by  putting 
forth  its  full  strength  must  always  be  very  rare,  and,  if  they  did  occur,  I  should  venture 
to  think  that  there  was  a  good  deal  to  be  said  en  the  side  of  the  opposition ;  and,  under 
any  circumstances,  I  think  it  would  be  much  better  undisguisedly  to  pack  the  Council 
than  to  dispense  with  its  share  in  legislation.  The  other  advantage  to  be  gained,  the 
avoidance  of  public  debate,  is  in  my  mind  the  reverse  of  an  advantage  in  the  more 
civilized  provinces.  So  far  from  its  being  desirable  that  we  should  legislate  without 
giving  reasons  for  our  legislation  and  without  meeting  objections  to  it,  it  seems  to  me  that 
the  want  of  power  to  defend  our  measures  is  our  great  weakness.  We  stand  alone  among 
the  Governments  of  the  civilised  world  in  having  no  means,  except  the  most  indirect,  of 
correcting  the  honest  mistakes  or  exposing  the  wilful  misrepresentations  of  a  completely 
free  press.  It  would  be  unjust  to  say  that  we  are  always  unfairly  treated,  but  the 
Governmental  side  of  most  of  our  measures  is  seldom  perfectly  brought  out,  and  not  at  all 
when  those  measures  are  unpopular.  Yet  it  is  quite  idle  to  say  that  the  public  opinion 
which  is  thus  arrayed  against  us  is  of  no  importance  to  us.  It  penetrates  to  England 
through  the  compendia  of  Indian  newspapers  which  circulate  there  or  through  the  corre- 
spondence of  the  English  press.  Languid  as  is  the  interest  of  England  in  India,  English 
opinion  of  public  measures  and  men  in  this  country  is  apt  on  the  whole  to  follow  Indian 
opinion,  which  thus  becomes  a  real  power.  So  far  from  thinking  it  desirable  to  add  to 
the  weakness  of  this  Government  bv  placing  it  under  a  temptation  to  shrink  from  publicity, 
I  would  myself  prefer  to  relax  m  some  degree  the  precautious  taken  in  the  Indian 
Councils  Act  to  prevent  the  Indian  Legislature  from  giving  itself  the  airs  of  a  Parliament, 
and  I  should  like  to  see  effect  given  to  the  proposal  of  one  of  our  colleagues  that  even 
executive  measures  should  be  occasionally  discussed  in  public,  provided  that  it  were  done 
by  the  express  permission  of  the  Governor  General,  and  only  in  the  Supreme  Council. 

When  I  say  that  I  am  rather  in  favour  of  multiplying  the  local  Councils  than  of  dimi- 
nishing their  number,  I  must  not  be  understood  to  argue  against  a  measure  of  a  very  dif- 
ferent Mnd,  the  drafting  or  revision  of  all  local  legislation  in  the  legislative  department  of 
the  Government  of  India.  Some  such  expedient  for  securing  technical  uniformity  in 
legislation  seems  to  me  very  desirable,  and  I  hope  shortly  to  circulate  some  proposals  on 
the  subject. 

I  do  not  propose  to  give  any  opinion  on  the  other  questions  asked  by  the  Secretary  of 
State  until  I  have  had  the  advantage  of  reading  the  Minutes  of  those  of  my  colleagues 
who  have  had  an  exclusively  Indian  training ;  but  a  fact  bearing  on  one  of  these  questio&B 
is  conveniently  mentioned  here,  because  it  has  been  exclusively  brought  home  to  me  by 
my  experience  in  the  Legislative  Department. 

Nobody  who  has  watched  the  changes  which  have  occurred  during  the  last  five  or  six 
years  in  the  composition  of  the  Legislative  Council  can  fail  to  have  been  struck  by  the 
steady  deterioration,  in  point  both  of  social  rank  and  of  mental  calibre,  of  that  native 
element  from  which  so  much  was  at  first  expected,  and  to  which  so  much  importance  is 
still  attached  at  home.  When  the  existing  Legislature  was  first  established  it  included  a 
sovereign  prince,  the  first  statesman  of  the  native  territories,  and  a  wealthy  gentleman,  of 
a  historical  family,  of  much  influence  with  his  countrymen,  and  of  singular  sagacity.  We 
have  now  two  Bengalee  gentlemen,  of  whom  one  was  for  many  years  of  his  lue  a  Govern- 
ment servant,  and  a  zenundar  from  the  north-west ;  all  three  very  respectable,  but  none 
of  any  extraordinary  weight.  The  result  of  my  experience  during  these  five  or  six  years 
is,  that  we  cannot  get  the  men  we  want,  and  that,  when  we  get  them^  we  cannot  keep 
them,  or  have  the  greatest  difficulty  in  keeping  them. 

His  Excellency  the  Viceroy  has  the  nominations  to  the  Council  entirely  in  his  hands, 
and  it  is  to  him  that  applications  for  his  sanction  to  the  departure  of  native  members  are 
addressed.  He  is  aware  how  many  times  and  by  whom  the  seats  in  Council  have  been 
declined,  and  whether  or  not  the  native  members  exhibit  anxiety  to  get  away.  I  shall  be 
surprised  if  he  has  not  observed  that  there  is  the  utmost  reluctance  to  come  and  the 
utmost  hurry  to  depart,  and  if  he  does  not  attribute  both  to  the  fear  and  detestation  with 
which  the  climate  of  Calcutta  is  regarded  by  aU  natives  of  India  not  bom  in  Bengal  or 
indeed  in  the  vicinity  of  Calcutta  itself.  We  have  seen  a  semi-sovereign  chief  reduced 
by  these  feelings  to  such  a  pass,  that  after  two  or  three  days'  stay  he  slipped  away  in  the 
night,  leaving  a  medical  certificate  behind  him ;  and  I  state  the  impression  repeatedly 
made  on  myself  when  I  say  that  the  discomfort  of  those  native  members  who  do  remain  is 
sometimes  quite  pitiable. 

I  am  expressing  no  opinion  of  the  value  of  the  native  element  in  Council,  and  no  final  opinion 
on  the  question  of  the  seat  of  Gt)vemment.  There  are  many  considerations  which  obviously 
make  in  favour  of  keeping  the  Government  of  India  in  Calcutta  during  at  least  a  part  of  the 
year ;  and,  speaking  from  the  point  of  view  of  my  own  duties,  I  attach  great  importance  to 
the  influence  of  the  legal  opinion  of  Calcutta  on  our  codes,  and  of  its  mercantile  opinion  on 
our  fiscal  and  financial  legislation.  But  if  the  fact  which  I  have  noted,  brought  home  to 
me  as  it  has  been  by  certainly  a  limited  but  still  a  very  marked  and  peculiar  experience, 
be  really  a  fact,  it  seems  altogether  absurd  to  leave  it  out  of  account  in  arguing  the  ques- 
tion of  the  future  seat  of  Government  It  may  be  proper  or  quite  inevitable  that  English- 
men should  sicken  or  die  in  Calcutta,  or  those,  again,  may  be  right  in  whom  the  denial  of 
•^ i-u-jj ^^^^^  4.^  «.^u^  ^  «« «:,.«^,.^  :^aT 4.:^^  .  u,,^.  :*  :«  « ^i j ,i  . 


its  salubrity  appears  to  excite  a  very  sineere  indignation ;  but  it  is  surely  a  strong  thing 
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to  assert,  without  hesitation  or  reserve,  that  Calcutta  is  the  best  or  the  only  possible 
capital,  if  it  be  true  that  the  vast  majority  of  those  who  are  to  be  governed  from  it  refuse 
to  come  near  it.  There  is  another  country,  Italy,  in  which  the  "  question  of  the  capitaP 
is  also  the  question  of  the  day.  The  difference  between  the  two  cases  is,  that  Rome  has 
a  history,  and  the  Italians  beyond  all  doubt  wish  to  go  there,  whereas  it  is  really  difficult 
to  say  that  Calcutta  was  ever  the  theatre  of  any  occurrence  more  considerable  than  the 
tragedy  of  the  Black  Hole,  and  the  natives  of  India  appear  to  be  desirous  of  keeping  as  far 
away  irom  it  as  they  can. 

27  February  1868.  (signed)         IJ.  S.  Maine. 


Enclosure  0,  in  No.  11. 


.  Minute  by  the  Honourable  G.  N.  Taylor  on  the  Proposed  Changes  in  the  Government 

of  Bengal,  dated  27th  February  1868. 

I  HAVE  long  been  of  opinion  that  the  chief  remedy  for  what  is  admitted  to  be  defec- 
tive in  the  local  administration  of  Bengal  will  be  to  strengthen  the  position,  authority, 
and  responsibility  of  the  Lieutenant  Governor;  and  this,  as  it  seems  to  me,can  only  be  done 
by  making  him  a  full  Governor,  assisted  by  an  Executive  Council,  after  the  model  x)f  the 
Governments  of  Madras  and  Bombay.  To  give  the  Lieutenant  Governor  a  strong  secre- 
tariat, and  even  to  vest  the  secretaries  with  the  executive  functions  of  councillors,  in 
addition  to  their  ministerial  duties  will  not,  I  venture  to  think,  be  sufficient.  What 
seems  to  be  required  is,  the  opinion  and  advice  on  important  subjects  of  men  who  are  in 
an  independent  position,  whose  knowledge  and  experience  will  materially  assist  the  head 
of  the  (government  in  all  difficult  matters,  and  add  weight  and  authority  to  his  decisions 
and  acts. 

Differences  of  opinion  are,  for  the  most  part,  satisfactorily  reconciled  by  free  discussion 
in  a  Council  constituted  like  those  of  the  minor  Presidencies ;  and  a  reference  to  past 
records  will  probably  show  that  whenever  important  measures  proposed  by  the  heaa  of 
the  Government  have  been  modified  or  withdrawn,  in  consequence  of  the  opposition  of 
his  Council,  the  result  was  usually  beneficial  to  the  public  interests.  And  further,  if 
the  personal  experience  of  the  present  and  former  Governors  of  those  Presidencies  could 
be  consulted,  I  believe  it  would  be  generally  admitted  that  whatever  success  attended 
their  administration  was  due,  in  a  very  great  degree,  to  the  assistance  derived  from  their 
Councils.  That  without  them  it  would  have  been  impossible  to  carry  out  the  various 
reforms  and  measures  for  the  public  good,  which  the  presence  of  a  Council  enabled  the 
Governor  to  accomplish. 

To  take  the  case  of  Munro  or  of  Malcolm,  both  cited  by  the  Governor  General,  the 
success  achieved  by  those  eminent  men,  and  the  good  accomplished  under  their  rule,  are 
mainly  to  be  ascribed  to  their  intimate  knowledge  of  the  people  and  the  territories  they 
governed.  This  was  acquired  by  moving  among  the  people,  seeing  with  their  own  eyes, 
and  ascertaining  by  thorough  personal  inquiry  on  the  spots  the  wants  and  capabilities 
of  every  Province  within  wieir  charge.  And  the  circumstance  which  enabled  them  to 
do  this  was  the  existence  of  an  Executive  Council,  by  whom,  during  the  Gt>vemor*s 
absence  from  head  quarters,  the  ordinary  business  of  the  administration  was  transacted. 
Satisfied  that  the  machinery  of  Government  was  moving  on  without  impediment,  and 
relieved  of  the  pressure  of  current  work  of  routine  and  detail,  they  went  wherever  their 
presence  was  most  required,  to  stimulate  the  district  officers,  to  give  heart  to  the  people, 
or  to  initiate  measures  which  they  alone  could  effectively  set  in  motion. 

Similarly,  a  Governor  of  Madras  or  Bombay  at  the  present  day,  leaving  his  Council 
at  the  Presidency  to  dispose  of  current  business,  and  accompanied  by  one  of  the  secre- 
taries to  Government,  visits  the  various  Provinces,  where  ms  presence  is  either  useful 
or  salutary,  without  any  anxiety  or  apprehension,  such  as  was  felt  by  the  late  Lieu- 
tenant Governor  of  Bengal  in  reference  to  the  calamity  in  Orissa,  that  a  prolonged  absence 
from  the  seat  of  Government  would  retard  public  business  and  accumulate  arrears  in 
every  department,  to  an  extent  beyond  the  power  of  any  one  man  to  cope  with. 

Experienced  Indian  administrators,  like  Sir  George  Clerk  and  Sir  Bartie  Frere  con- 
sidered, I  believe,  that  as  Governors  of  Bombay  they  derived  most  important  help  from 
their  Council;  not  only  in  respect  of  the  considerations  I  have  already  noticed,  bat 
because,  without  a  Council,  it  would  have  been  almost  impossible  to  manage  the  large 
Europeon  population  at  the  Presidency. 

Whatever  may  be  the  case  as  regards  Asiatics,  the  fact  seems  to  be  that  the  opinion  or 
authority  of  one  man,  even  in  the  position  of  a  Governor,  has  not,  on  executive  and 
administrative  questions,  the  same  weight  with  Englishmen  as  that  of  a  Council  presided 
over  by  a  Gt)vemor. 

As  regards  the  Korth  Western  Provinces,  where,  as  Mr.  Campbell  has  remarked,  the 
officers  of  Gt>vemment  have  but  a  single  people  and  a  single  language  to  deal  with,  I  should 
be  disposed  to  defer  to  the  opinion  of  Sir  William  Mnir.  The  promptness  and  vigour 
which  he  holds  to  be  natural  to  a  Lieutenant  Governorship  might  possibly  be  impaured, 
and  the  success  of  the  administration  generally  be  injuriously  affected,  by  a  ch^ge  to 
the  more  cumbrous  machinery  of  an  ]&ecutive  CounciL    But,  for  a  countiy  so  exten* 
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sive,  80  populous^  and  of  such  varied  features  as  Bengal^  and  for  a  metropolis  like  Cal- 
cutta, containing  so  large  a  European  society,  and  representing  the  social  and  commer- 
cial interests  of  a  vast  proportion  of  the  Empire,  the  Governor  will  always  require  the 
weight  of  other  opinions  to  aid  his  own,  and  such  effective  support  could  only  be  afforded 
by  th^  presence  of  independent  colleagues  in  Council. 

For  these  reasons  I  am  in  favour  of  giving  Bengal  a  strong  Government  in  the  form 
of  a  Governor  and  Council.  The  business  of  the  administration  would  then  be  distributed 
among  the  different  members,  as  is  the  case  in  the  Imperial  Council  and  in  the  Councils 
of  Madras  and  Bombay,  all  ordinary  references  being  disposed  of,  on  his  own  authority, 
by  the  member  of  Council  in  charge  of  each  particular  department.  The  Governor's 
tours  would  then  be  performed  without  the  obstruction  to  public  business  which  now 
occurs,  and  the  thorough  efficiency  of  the  administration  would  be  secured. 

As  to  the  contemplated  abolition  of  the  Board  of  Revenue,  the  re-arrangement  of  the 
secretariat,  and  of  the  details  of  the  administration  generally,  it  would  not  become  me  to 
express  a  decided  opinion ;  the  Lieutenant  Governor,  probably,  will  himself  recommend 
whatever  changes  appear  to  him  desirable.  I  may,  however,  be  permitted  to  say,  in 
general  terms,  that  I  should  be  inclined  to  give  the  Government  a  strong  secretariat, 
such  as  is  found  necessary  in  the  other  Presidencies.  I  would  abolish  the  Board  of 
Revenue,  and  reduce  very  considerably  the  number  of  Conunissioners ;  or,  I  would  retain 
a  Board  coniposed  of  four  Commissioners  for  the  four  large  Divisions  of  Bengal,  as  sug- 
gested by  Mr.  Campbell,  and  abolish  the  present  Commissioners.  In  the  latter  case,  it 
would  be  necessary  to  increase  the  power  and  responsibility  of  Collectors,  and  place 
them  somewhat  on  the  same  footing  as  in  Madras  and  Bombay.  So  far  as  I  can  learn 
the  time  of  the  district  officers  in  Bengal  appears  to  be  occupied  with  civil  work,  which 
is  the  proper  business  of  the  courts ;  and  recent  events  would  seem  to  show  that  they 
are  too  far  removed  from  the  people,  and,  under  the  present  system,  ignorant  of  theur 
real  wants  and  of  matters  affecting  their  closest  interests.  All  this  might,  I  think,  be 
remedied  by  giving  Collectors  a  larger  and  more  independent  control  in  executive 
matters. 

In  the  event  of  the  Government  of  Bengal  being  re-constituted  as  above  proposed,  I 
think  that  the  privilege  of  direct  correspondence  with  the  Secretary  of  State  must  be 
also  conceded.  I  believe  the  instances  to  be  extremely  rare  where  any  serious  incon- 
venience to  the  public  interests  has  resulted  from  the  exercise  of  a  privilege  which  the 
Governments  of  Madras  and  Bombay  have  always  enjoyed.  Nor  do  I  think  that  the 
authority  of  the  Government  of  India  is  of  necessity  weakened,  or  that  the  final  respon- 
sibility which  attaches  to  the  Governor  General  for  the  order  and  good  government  of 
the  Empire  is  in  any  danger  of  being  impaired,  provided  that  this  privilege  be  restricted 
within  proper  limits.  If  the  practice  be  abused,  and  proper  subordination  to  the  supe- 
rior authority  is  sought  to  be  evaded  by  neglect  of  the  usual  forms  of  official  courtesy, 
it  is  for  the  Secretary  of  State  to  step  in  and  check  the  abuse. 

No  doubt  some  cases  have  occurred,  within  my  own  experience  as  a  member  of  the 
Gt>vemor  General's  Council,  where  the  action  of  the  local  Government  has  caused  em- 
barrassment, and  was  calculated  to  lower  the  authority  of  the  Supreme  Government. 
But  such  cases  are,  I  hope,  due  rather  to  a  temporary  suspension  of  the  loyal  official 
subordination  usually  subsisting  towards  the  Supreme  Government,  than  to  an  habitual 
impatience  of  control. 

If  I  thought  otherwise,  and  I  saw  reason  to  fear  that  the  privilege  of  direct  correspon- 
dence with  the  India  Office  tended  to  the  subversion  of  the  control  by  the  Governor 
General,  and  the  practice  were  unchecked  by  the  Secretary  of  State,  I  should  be  in 
fiftvour  of  its  immediate  discontinuance,  notwithstanding  the  inconvenience  to  which  such 
a  course  would  inevitably  lead. 

I  eamestlv  join  the  Governor  General  in  the  hope  expressed  by  his  Excellency,  that  in 
extending  the  privilege  to  Bengal  the  opportunity  may  be  taken  of  defining  more  pre- 
cisely the  limits  within  which  the  practice  is  to  be  regulated  in  future. 

What  seems  to  me  of  real  importance  is,  that  in  all  questions  involving  broad  general 
principles  of  policy  connected  with  the  army  and  finance,  or  affecting  our  foreign  relations, 
or  those  with  other  parts  of  India,  reference  should,  in  the  first  instance,  be  made  to  the 
Government  of  India,  and  no  orders  passed  by  the  Secretary  of  State,  except  in  cases  of 
real  emergency,  until  the  opinion  of  the  Governor  General  in  Council  has  been  received. 
But  on  mere  points  of  local  administrative  detail,  and  cases  involving  sanctioned  expendi- 
ture within  the  powers  of  the  local  governments,  direct  correspondence  facilitates  business 
and  prevents  delay.  No  useiul  object  would  be  gained  by  conducting  such  correspondence 
through  the  channel  of  the  Government  of  India,  especially  if  it  be  decided,  as  I  think  it 
ought  to  be,  that  the  Supreme  Government  should  be  migratory,  and  not  stationary  at 
one  fixed  head  quarters  throughout  the  year. 

Holding  the  view  I  have  above  expressed  respecting  the  future  constitution  of  the 
Government  of  Bengal,  my  replv  to  the  questions  put  in  paragraphs  13, 14,  and  15,  of  the 
Secretary  of  State's  letter  must  be  in  the  negative.  As  regards  paragraph  13,  the  existing 
relations  would  be  altered  so  far  only,  that  greater  power  and  responsibility  would  devolve 
on  the  Governor  of  Bengal.  He  would  correspona  direcdy  with  the  Secretary  of  State, 
and  exercise  generally  the  same  powers  as  are  exercised  by  Madras  and  Bombay ;  and  the 
Government  of  India  would  be  relieved  of  much  responsibility,  as  regards  local  details  of 
administration,  which  it  is  impossible  that  it  can  properly  discnarge.  The  Calcutta  com- 
munity and  the  population  of  Bengal  generally  will  view  with  favour  an  arrangement 
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which  gives  them  a  really  responsible  Governor,  the  Government  of  India  will  be  free  to 
go  where  its  presence  is  most  required,  and  Calcutta  will  cease  to  have  any  ground  of 
complaint  in  respect  of  the  removal  of  the  Supreme  Government  to  other  parts  of  India. 

In  reference  to  paragraph  16,  I  am  not  in  favour  of  the  abolition  of  the  Bengal  Legis^ 
lative  Council.  Such  a  measure  would  only  be  practicable  in  the  event  of  the  Lieutenant 
Governor  being  made  a  member  of  the  Governor  General's  Executive  Council,  as  Deputy 
Governor  of  Bengal,  which  I  think  would  be  a  retrogressive  movement  The  existing 
checks,  as  exercised  by  the  Governor  General,  seem  to  me  sufficient  to  prevent  hasty  aM 
imperfect  legislation. 

Nor  do  I  think  that  smnmary  legislation,  such  as  is  proposed  by  his  Excellency,  will 
meet  the  wants  of  our  older  provinces,  though  suitable  to  the  circumstances  of  the  more 
outlying  portions  of  the  Empire.  I  would  not,  however,  give  the  North  Western  Pro- 
vinces a  separate  legislature,  but  provide  for  an  occasional  sitting  of  the  Imperial  Council 
at  Agra  or  Allahabad,  where  local  questions  might  be  specially  brought  forward,  in  the 
discussion  and  decision  of  which  the  Lieutenant  Governor  would  then  take  part 

I  entirely  concur  with  the  Governor  General  in  thinking  that  Calcutta  should  be 
retained,  for  the  present  at  all  events,  as  the  capital  of  India,  and  continue  to  be  made 
the  head  quarters  of  the  Supreme  Government  for  a  certain  portion  of  the  year.  I  think, 
however,  that  the  presence  of  the  Governor  General  in  Council  at  Calcutta  for  three  or 
four  months  of  the  year  is  quite  as  much  as  is  required :  the  remaining  months  of  the 
comparatively  cool  weather  would  be  more  usefully  spent  in  visiting  other  parts  of  India, 
where  the  occasional  presence  of  the  Governor  General,  either  with  or  without  his  entire 
Council,  would  produce  a  good  effect.  Wherever  necessary,  the  Council  might  assemble 
for  purposes  of  legislation  at  the  locality  where  the  Governor  General  may  happen  to  be, 
the  Council  to  consist  of  the  executive  members,  and  of  the  most  influential  residents, 
Native  and  European,  who  might  be  summoned  for  the  occasion.  The  same  course  mi^ht 
be  followed  during  the  residence  of  the  Governor  General  and  Council  at  Simla  or  ol£er 
station. 

If  a  permanent  change  in  the  head  quarters  of  the  Government  of  India  be  determined 
upon,  it  seems  to  me  that  we  must  inevitably  move  westward  to  Poena  or  Bombay,  for  it 
is  very  desirable  that  the  Governor  General  should  be  as  near  as  possible  to  the  Secretary 
of  State,  whether  regard  be  had  to  the  Imperial  interests  of  India  as  a  whole,  or  in  view 
of  any  future  possible  crisis  in  Europe.  The  Abyssinian  expedition  was  confided  to 
Bombay  solely  m  consequence  of  its  close  proximity  to  the  India  Office. 

As  regards  Assam  and  Cachar,  I  should  be  in  favour  of  their  transfer  to  the  immediate 
control  of  the  Government  of  India  under  a  Chief  Commissioner,  if  Bengal  remained  a 
Lieutenant  Governorship :  but,  if  it  is  placed  under  a  Government  similar  to  that  of 
Madras  and  Bombay,  I  think,  looking  to  the  intimate  commercial  and  social  relations 
which  bind  Assam  to  Bengal,  it  would  be  better  to  leave  the  Commissioner,  as  at  present, 
under  the  general  control  of  that  Government.  Should  it  be  deemed  necessary  to  relieve 
the  Bengal  Government  of  any  portion  of  its  present  territorial  administration,  I  think  it 
would  be  preferable  to  transfer  Behar  to  the  North  Western  Provinces,  with  whose 
people  and  langui^e  it  has  more  in  common. 

(signed)         G.  N.  Taylor. 


Enclosure  7,  in  No.  11. 
Minute  by  the  Right  Honourable  TF.  N.  Massey. 

Under  the  immediate  pressure  of  business  connected  with  the  preparation  of  the 
Financial  Statement,  I  am  unable  to  give  that  full  consideration  to  the  questions  raised, 
in  the  Secretary  of  State's  Despatch  of  the  16th  of  January,  which  their  extreme  impor- 
tance demands. 

I  am  unwilling,  however,  that  the  Minutes  of  my  colleagues  should  go  home  unaccom- 
panied by  any  observations  on  my  part. 

We  are  asked  in  the  first  place,  on  the  assumption  that  no  change  is  made  for  the  pre- 
sent as  to  the  site  of  the  capital  of  India,  wnether  Bengal  should  be  placed  under  a 
government  similar  to  that  of  the  Presidencies  of  Madras  and  Bombay  ? 

I  am  of  opinion  that  it  would  not  be  expedient  to  alter  tiie  constitution  of  the  Gt)vem- 
ment  of  Bengal  in  the  manner  proposed.  The  conversion  of  Lower  Bengal,  the  ancient 
seat  of  British  empire,  and  containing  the  capital  of  India,  into  a  full  government,  must 
necessarily  impair  the  power  and  autibority  of  the  Viceregal  Government,  a  result  which 
would  be  ill  compensated  by  any  improvement  in  the  local  administration  which  such  a 
measure  might  possibly  effect.  Not  only  the  nobles  and  people  of  the  territories  under 
the  dominion  oi  the  Crown,  but  the  feudatories  and  rulers  of  the  Native  States,  look  up 
to  the  Viceroy  as  the  direct  representative  of  the  Queen,  and  the  ruler  of  India.  But 
under  a  system  which  partitioned  India  into  separate  and  distinct  governments  (and  there 
is  no  sufficient  reason  why  the  ^reat  lieutenancies  of  the  Punjab  and  the  North  West 
Provinces  should*  not  ultimately  oe  placed  on  the  same  footing  as  Bengal  Proper),  the 
Viceroy  would  become  a  mere  shadow,  the  agent  of  the  Secretary  of  State.  This  would 
be  a  fatal  mistake. 

I  venture  to  tiiink,  however,  that  some  of  my  honourable  colleagues  attribute  too  much 
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importance  to  the  privilege  of  direct  communication  with  the  Secretary  of  State  now 
enjoyed  by  the  Presidential  Governments.  Exigencies  may  arise  in  which  much  incon- 
venience might  be  caused,  if  the  Governors  of  Madras  and  Bombay  were  not  permitted  to 
avail  themselves  of  their  proximity  to  England  to  take  the  orders  of  the  Secretary  of  State 
without  passing  through  lliecircurious  channel  of  correspondence  with  the  Supreme  Govern- 
ment of  Indin.  It  rests  with  the  Minister  at  home  to  check  any  tendency  to  an  abuse  of  the 
privilege ;  anJ  without  criticising  too  minutely  cases  in  which  the  Presidential  Governments 
have  been  allowed  to  act  independently  of  the  Government  of  India,  it  must,  I  think,  in 
candour  be  admitted  that  the  authority  of  the  Governor  General  in  Council  has  been  on 
the  whole  upheld  by  the  Secretary  of  State.  It  is  not  for  me  to  express  any  opinion  as 
to  the  pdicj  of  entrusting  the  management  of  the  Abyssinian  expedition  to  the  Govern- 
ment of  Bombay,  but  assuming  that  policy  to  have  been  justified  by  the  peculiar  circum- 
stances, it  is  obvious  that  it  would  have  been  impracticable  unless  the  local  Government 
bad  had  the  power  of  communicating  directly  with  the  Secretary  of  State.  But,  while 
I  would  not  withdraw  this  privilege  from  Madras  and  Bombay,  it  is  objectionable  in  prinr 
ciple,  and  should  not  be  extended  to  other  Governments.  If,  therefore,  it  should  be 
determined  to  convert  Bengal  into  a  Presidency  on  the  model  of  Madras  and  Bombay, 
I  would  withhold  the  power  of  corresponding  directly  with  the  Home  Government. 
Such  a  privilege  would  not  only  be  unnecessary  in  the  presence  of  the  Governor  General, 
but  would  be  mghly  derogatory  to  his  position  and  influence. 

I  do  not  think  the  present  form  of  Government  of  Bengal,  and  the  present  relations 
between  it  and  the  general  Grovemment,  can  be  materially  improved.  Under  the  exist- 
ing system,  the  Lieutenant  Governor  of  Bengal  will  generally  be  a  civilian  of  experience 
and  proved  ability.  Such  a  man,  unlike  the  English  statesman,  who  is  generally 
appointed  Governor  of  Madras  or  Bombay,  is  in  little  need  of  a  council  to  aid  him  in  the 
business  of  administration,  and  will  derive  the  assistance  which  he  requires  more  readily 
from  the  advice  and  information  of  his  Secretaries  in  their  official  capacities  than  if  they 
were  aseocia4;ed  with  him  as  colleagues  in  Council.  The  tendency  of  a  Council  is  rather 
to  retard  than  to  facilitate  the  transaction  of  business,  and  to  relieve  the  head  of  the  local 
Government  from  the  responsibility  which  he  ought  to  assume  in  performing  the  ordinary 
duties  of  administration.  Upon  all  points  of  importance,  reference  should  be  made  to 
the  Governor  General  in  Council.  I  fail  to  see  any  advantage  which  the  Lieutenant 
Grovemor  would  have  derived  from  the  deliberations  of  a  Council  in  de^ng  with  the  late 
lamentable  events  in  Orissa^  In  tbat  instance  he  was  led  into  error  by  relying  too  much 
on  the  reports  of  a  Board,  and  much  that  happened  might  have  been  prevented  had  he 
seen,  judged,  and  acted  for  himself. 

The  Governor  General  in  Council  should,  therefore,  retain  and  strictly  exercise  super- 
vision and  control  over  the  local  Government  ss  regards  aU  the  more  important  questions 
of  policy  and  finance,  interfering  as  little  as  possible  in  the  details  of  administration,  espe- 
cially as  regards  those  details  which  belong  to  the  distribution  of  the  public  funds,  placed 
at  the  disposal  of  the  loeal  Government  for  locid  purposes. 

I  am  of  opinion  that  it  would  not  be  expedient  to  restore  the  relations  which  formerly 
subsisted  between  the  Governor  General  and  the  Presidency  of  Bengal,  by  summoning 
the  Lieutenant  Grovemor  to  the  Council  of  the  former.  The  Lieutenant  Governor  has 
quite  sufficient  employment  for  his  time,  in  discharging  the  duties  of  his  high  office,  with- 
out being  burdened  with  tlie  multifarious  questions  which  occupy  the  &overnment  of 
India.  With  most  of  these  questions  the  Government  of  Bengal  has  no  concern ;  and 
upon  all  matters  bearing  upon  its  interest,  the  Lieutenant  Governor  is  of  necessity 
consulted. 

I  would  not,  however,  relieve  the  Lieutenant  Governor  from  attendance  on  the  Council 
of  the  Governor  Gener^  for  making  laws  and  regulations.  Such  attendance  is  not  very 
onerous,  and  the  presence  uid  advice  of  the  head  oithe  local  Government  add  weight  to  the 
deliberations  of  a  body  which  has  not  many  elements  of  strength.  Many  of  the  subjects 
debated  in  the  Council  have  reference  to  Bengal ;  and  it  is  desirable  that  the  Lieutenant 
Governor  should  take  part  in  any  legislation  which  affects  directly  or  indirectly  the  terri- 
tories under  his  administration^ 

I  am  likewise  in  favour  of  retaining  the  Local  Legislative  Council.  Most  of  the 
business  transacted  at  this  Council  is  of  a  municipal  character,  connected  with  questions  of 
local  taxation,  which  are  dealt  with  much  more  satisfactorily  by  gentlemen  of  local 
standing  and  knowledge,  in  some  sort  representative  men,  than  they  would  be  executively 
by  the  Lieutenant  Governor.  It  is  very  desirable,  however,  that  all  legislation  involving 
questions  of  general  principle  or  State  policy,  should  be  withdrawn  from  the  Provincial 
Councils  as  much  as  possible,  and  be  discussed  in  the  general  Legislature. 

But  though  I  would  not  transfer  the  powers  now  exercised  by  the  Local  Legislature  to 
the  Executive  Government,  it  is  a  different  question  whether  the  Government  of  India 
shall  be  entrusted  with  summary  powers  of  legislation  with  reference  to  certain  outlying 
portions  of  the  empire  which  have  not  yet  made  much  progress  in  civilization  and  political 
knowledge.  I  do  not,  however,  see  any  practical  reason  for  establishing  a  distinction  as 
to  the  mode  of  legislation  between  one  part  of  India  and  another.  Whatever  legislation 
may  be  considered  necessary  by  the  Executive  Government  for  the  less  advanced  districts, 
will  be  readily  voted  by  a  Council  of  which  the  official  members  form  the  majority ;  in 
which  party  spirit  is  unknown;  and  which,  under  its  present  constitution  at  least,  has 
never  evinced  any  disposition  to  thwart  measures  proposed  by  the  Government. 

I  would,  however,  confer  upon  the  Governor  General  in  Council  an  exceptional  power, 
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in  cases  of  emergency,  of  legislating  smnmarily  for  some  of  the  more  remote  provinces ; 
but  I  attach  so  much  importance  to  the  opportunity,  the  sole  opportunity,  which  the 
institution  of  the  Indian  Government  affords,  of  explaining  its  measures  and  policy 
through  the  medium  of  the  Legislative  Council,  that  I  am  unwQling  to  withdraw  any  part 
of  legislation  from  the  field  of  open  debate.  Some  modification  of  Section  23  of  the  Indian 
Councils  Act  would  probably  effect  all  that  may  be  necessary.  It  is  to  be  observed, 
however,  that  the  extraordinary  power  of  making  ordinances  given  to  the  Governor 
General  by  Section  23  has  never  been  used. 

I  think  the  protracted  separation  of  the  Governor  General  from  his  Council  is  much  to 
be  deprecated ;  and  still  more  the  detachment  of  one  or  two  selected  members  from  their 
coUeagues  to  attend  the  Viceroy  in  his  tour,  whether  of  long  or  short  duration.  I  can 
conceive  nothing  more  calculated  to  cause  political  confusion,  and  to  weaken  the  Execu- 
tive Government,  than  to  return  to  the  former  practice  of  the  Governor  General  being  in 
one  place  and  his  Council  in  another.  If  the  head  of  the  Government  is  a  man  of  great 
ability  and  dominant  will,  like  the  late  Marquis  of  Dalhousie,  he  will  rule  independently  of 
his  Council.  If,  on  the  other  hand,  the  President  of  the  Council  at  Calcutta  is  an  able 
and  ambitious  man,  he  will  be  tempted  to  take  the  opportunity  of  asserting  a  policv  of 
his  own,  antagonistic  probably  to  that  of  the  Governor  General.  If  the  senior  member, 
who  is  President  ex^officioy  should  happen  to  be  a  weak  man,  he  will  exercise  no  authority 
over  his  colleagues,  and  give  no  direction  to  their  counsels.  A  Council  at  best,  when 
limited  to  five  or  six  members,  as  the  Council  of  the  Governor  General,  is  not  conducive 
to  vigorous  or  even  well*considered  administration,  unless  it  is  guided  and  controUed  by 
the  strong  hand  of  authority.  Such  authority  can  be  exercised  only  by  the  head  of  the 
Government,  and  I  would  rather  see  the  Council  abolished  altogether  than  a  sjstem 
established  which  should  admit  of  the  possibility  of  a  public  conflict  between  the  Viceroy 
and  his  confidential  advisers. 

This  brings  me  to  the  question  upon  the  determination  of  which  the  administrative 
arrangements  of  the  empire  must,  in  a  gireat  measure,  depend.  I  mean,  of  course,  the 
retention  of  Calcutta  as  the  capital  of  India,  or  the  removal  of  the  capital  to  some  other 
site.  Differing,  with  regret,  from  his  Excellency  the  Governor  General  and  the  majority 
of  my  colleagues,  I  strongly  incline  to  the  opinion  that  the  time  has  arrived  for  considering 
whemer  Calcutta  shall  continue  to  be  the  seat  of  Government.  If  it  is  desirable  that 
native  gentlemen  of  rank  and  influence  should  attend  the  sessions  of  the  Legislative 
Council,  it  is  certain,  as  Mr.  Maine  has  shown,  tiiat  members  of  this  class  cannot  be 
induced  to  reside  at  Calcutta  during  even  the  most  favourable  period  of  the  year.  The 
repugnance  of  every  Indian,  not  an  inhabitant  of  Lower  Bengal,  to  the  climate  of  the 
capital,  is  a  well  known  fact.  But  this  repugnance  is  not  confined  to  Indians.  It  is 
shared  largely  by  English  statesmen,  who  are  deterred  from  accepting  employments  in 
this  country  by  tne  same  cause.  The  dignity  and  emoluments  attached  to  high  oflice  in 
India  would  be  suflSciently  attractive  to  public  men,  if  they  were  not  accompanied  by 
conditions  which  detract  materially  from  their  value.  The  prejudices  against  Calcutta 
may  be  exaggerated,  but  they  are  not  to  be  reasoned  away.  It  will  not  be  soon  forgotten 
that  of  the  Siree  immediate  predecessors  of  Sir  John  Lawrence,  one  died  in  India,  and 
two  only  survived  to  reach  home  ;  that  Mr.  Wilson  died  in  his  first  year  of  oflSce ;  and  his 
successor,  Mr.  Laing,  was  forced  to  return  to  England  in  broken  health  the  year  after  he 
came  out.  If  the  maintenance  of  Calcutta  as  the  seat  of  Government  is  recommended  by 
considerations  of  State  necessity  or  policy,  such  considerations  should  no  doubt  prevail 
against  the  objections  which  have  been  urged.  But  I  have  not  heard  any  such  weighty 
reasons  alleged ;  many  of  the  arguments  in  favour  of  Calcutta  can  be  readily  anticipated. 
It  is  the  ancient  seat  of  British  Empire.  It  is  connected  with  old  associations.  A 
removal  would  involve  heavy  expenditure.  All  this  must  be  conceded.  In  England  we 
have  long  been  familiar  with  similar  arguments  against  removing  the  Courts  of  Law  from 
Westminster  Hall  to  a  more  convenient  site ;  but  nevertheless  that  removal  is  at  length 
about  to  be  accomplished.  Bombay  is  the  Indian  port  nearest  to  Europe;  Calcutta  is  the 
farthest ;  and  when  the  main  lines  of  railway  are  completed,  Bombay  will  be  the  most 
convenient  port  for  passengers  proceeding  to,  or  departing  from,  any  part  of  India.  I  do 
not  presume  to  designate  any^  site  for  the  ftiture  capital ;  out  a  commission  is  not  needed 
to  point  out  the  direction  which  inquiry  on  this  subject  should  take. 

Calcutta,  3  March  1868.  W.  N.  Massey. 
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FuBTHER  Minute  by  the  Honourable  H.  S.  Maine,  dated  the  16th  March  1868. 

My  observations  as  to  the  constitution  fittest  for  the  local  Government  of  Ben^  must 
necessarily  be  of  a  somewhat  general  character,  and  will,  therefore,  contrast  disadvan- 
tageousljr,  perhajjs,  with  the  opinions  of  gentlemen  who  speak  from  personal  knowledge  of 
the  detail  of  administration. 

I  must  confess  that  the  very  strong  case  made  by  the  present  Lieutenant  Governor  for 
nlacing  Bengal  proper  under  a  Governor  in  Council  does  not  seem  to  me  answered  in  the 
minutes  recorded  by  Members  of  the  Government  of  India ;  and  I  venture  to  think  that 
in  those  Minutes  much  too  little  stress  is  laid  on  the  presumption  against  the  continuance 
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of  the  Lieutenant  Governorship  arising  from  the  terrible  calamity  which  occurred  at  the 
close  of  the  last  incumbency.  That  presumption  is  so  strong,  that  I  regard  the  proposal 
to  restore  the  Government  of  Bengal  to  the  Government  of  India,  or  to  make  the  Lieute- 
nant Governor  a  member  of  the  Executive  Council,  as  in  itself  more  logical  than  the  con- 
clusions of  those  who  would  either  do  nothing  or  carry  out  some  small  improvements  in 
the  Bengal  administrative  system.  I  perfecfly  agree  with  the  Viceroy  and  my  honour- 
able colleagues  in  thinking  that  a  closer  union  between  the  Government  of  India  and  the 
Government  of  Bengal  would  probably  end  in  breaking  down  both  Governments ;  but  still 
there  is  a  certain  congruity  between  the  magnitude  of  the  proposal  and  the  greatness  of 
the  occasion. 

His  Excellency  the  Viceroy  has  indeed  contended,  in  eflTect,  that  if  the  late  Lieutenant 
Governor  had  been  other  than  he  was,  the  disaster  in  Orissa  would  have  been  otherwise 
dealt  with.  This  is  probably  true,  but  it  is  also  true  that  the  appointment  of  Sir  Cecil 
Beadon  to  the  Lieutenant  Governorship  of  Bengal  six  years  since  was  perfectly  inevitable ; 
as  far  as  I  know  there  was  no  conceivable  competitor  for  the  oflSce,  and  neither  the  present 
Viceroy  nor  any  other  could  have  made  a  different  selection.  No  one  under  present  cir- 
cumstances need  be  afraid  of  praising  Sir  Cecil  Beadon,  and  therefore  I  will  say  that  I  do 
not  happen  to  have  met  anybody  of  higher  capacity,  versatility,  and  resolution.  Who 
could  have  predicted  that  the  serene  courage  which  (as  Sir  William  Mansfield,  who  ought 
to  know,  tells  us)  sustained  him  and  others  during  the  mutinies  would  degenerate  into 
imreasonable  reliance  on  the  infallibility  of  a  subordinate  department  ?  I  am  not  aware 
that  there  is  any  known  contrivance  for  correcting  this  species  of  vicious  bias  in  men  of 
strong  character  and  great  ability,  except  forcing  them  to  place  themselves  in  contact  and 
even  in  collision  with  other  minds,  possibly  of  inferior  calibre.  I  will  even  say  that, 
though  a  Lieutenant  Governor  had  been  selected  who  would  have  done  more  than  Sir  C. 
Beadon  to  mitigate  the  Orissa  calamity,  it  is  more  than  probable,  considering  the  complex 
nature  of  all  Bengal  questions,  that  he  would  have  fallen  into  formidable  errors  of  another 
kind,  and  would  equally  have  been  the  better  of  a  Council. 

It  is  further  contended  that  if  Sir  Cecil  Beadon  had  had  a  Council,  the  Members  of  the 
Board  of  Revenue  would  have  been  his  Council,  and  the  same  results  would  have  fol- 
lowed. It  seems  to  me  just  as  likely  that  one  or  more  of  the  gentlemen  now  on  the 
bench  of  the  High  Court  would  have  been  in  the  Council,  but,  even  granting  that  the 
very  gentlemen  who  constituted  the  Board  would  have  been  Sir  Cecil  Beadon's  council- 
lors, it  does  not  seem  to  me  at  all  probable  that  their  common  deliberations  would  have 
ended  in  the  same  way  as  their  correspondence,  at  arm's  length.  Both  the  facts  and  the 
probabilities  appear  to  point  in  the  other  direction.  So  far  as  any  one  incident  in  that 
sad  history  can  be  marked  out  from  the  rest  as  the  one  great  source  of  misfortune,  it  was 
the  despatch  of  the  telegram  in  which  the  Board,  speakmg  in  the  name  of  the  **  Govern- 
ment," peremptorily  declared  that  no  grain  should  be  imported.  I  look  upon  it  as  all  but 
impossible  that,  if  the  Lieutenant  Governor  and  the  Board  had  been  combined  in  a  cor- 
porate Government,  this  telegram  coidd  have  issued  without  the  Lieutenant  Governor's 
knowledge ;  and  Sir  Cecil  Beadon  has  distinctly  stated  that  he  disapproves  of  the  inti- 
mation which  it  gave,  and  that  if  he  had  been  consulted  he  would  never  have  allowed  it 
to  go  out.  To  what  extent  the  course  of  events  would  in  other  respects  have  been 
changed  by  the  closer  union  of  the  Board  with  the  Lieutenant  Governor  can  of  course  be 
only  matter  of  conjecture,  but  that  it  would  have  been  materially  changed  seems  to  me  in 
a  high  degree  probable.  Sir  Cecil  Beadon  displayed  undoubtedly  a  too  sanguine  confidence, 
but  ne  had  not  a  particle  of  that  tenacious  faith  in  semi-scientific  conclusions  which  charac- 
terised the  Board.  Had  he  stood  in  more  intimate  relations  with  its  members,  I  think  it 
likely  that  he  would  soon  have  found  out  how  much  of  their  opinion  depended  on  facts, 
and  now  much  on  deductions  from  principles  assumed  ^  priori  to  govern  the  particular 
case. 

No  doubt  the  argmnent  which  I  have  just  used  may  be  turned  against  me,  since  it  may 
be  said  that  it  at  most  proves  the  expediency  of  abolishing  the  Board ;  and  I  admit  that 
this  hypothetical  case  is  an  instance  in  which  the  Governor  could  probably  have  been 
more  in  the  right  than  his  Council.  Councils  are,  however,  instituted  on  the  assumption 
that  Governors  are  occasionally  wrong,  and  require  to  have  their  views  tested  hj  attrition 
against  those  of  other  men.  They  are  in  the  nature  of  an  insurance  against  risk,  some- 
times the  risk  entailed  by  incompetence  in  the  Governor,  but  sometimes  also  Ae  risk 
entailed  by  ability  coupled,  as  it  may  be,  with  lack  of  experience  or  one-sidedness.  A 
member  01  an  Indian  Council  can  hardly  contend  for  the  value  of  the  institution  without 
iU  grace  or  impropriety,  but  I  may  fairly  point  to  the  success  of  the  Madras  and  Bonibay 
Governments.  The  system  of  Lieutenant  Governorships  is,  after  all,  extremely  recent, 
and  if  it  has  exhibited  some  examples  of  brilliant  success,  it  has  also  exhibited  one  terrible 
miscarriage.  But  through  consiaerably  more  than  a  century  the  Governors  in  Council 
of  Madras  and  Bombay  have  successfully  conducted  those  Governments  through  difii- 
culties  scarcely  less  than  the  difficulties  with  which  Governors  General  have  had  to 
contend  in  Upper  India.  I  confidently  assert  that  much  of  this  success  has  been  owing  to 
the  Councils.  We  have  ourselves  known  some  able  and  eminent  Governors  of  minor 
Presidencies,  and  we  have  read  of  others ;  but  it  is  impossible  to  read  down  the  list  of 
Governors  without  seeing  that  the  great  majority  were  not  men  of  any  mark.  If,  how- 
ever, the  system  of  Governors  in  Council  has  enabled  a  series  of  mediocre  men  to  carry 
on  a  difficult  Qx)vemment  for  a  century  with  great  success  as  the  ultimate  result  of  the 
0,8 1.  0  3  experiment, 
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expei-iment^  I  really  do  not  know  what  higher  praise  can  be  deserved  by  any  political 
system. 

If,  however,  a  Council  be  good  for  Madras  and  Bombay,  I  venture  to  think  it  much 
more  urgently  needed  for  the  Governor  or  Lieutenant  Governor  of  Bengal  Proper.  The 
state  of  society  in  the  minor  Presidencies  is  comparatively  uniform,  and  the  questions  to 
be  dealt  with  are  simple.  In  both  Presidencies  almost  ali  the  land  is  in  the  hands  of  a 
peasant-proprietary.  Except  in  a  small  part  of  Madras,  the  Europeans  are  collected  in 
the  Presidency  towns ;  their  interests  scarcely  ever  conflict  with  those  of  the  natives,  and 
in  Bombay  the  moral  gulf  between  the  races  is  bridged  over  by  the  Parsees.  But  in 
Bengal  the  problems  are  complex,  many-sided,  and  of  extreme  diflBculty.  There  is  scarcely 
a  single  question  which  has  not  a  European  side  and  a  Native  side,  a  proprietor's  side  and 
a  tenant's  side,  which  has  not  to  be  regarded  from  the  point  of  view  of  the  educated  and 

S regressive  section  of  Bengalee  society,  and  again  from  the  point  of  view  of  rigid  Hin- 
ooism.  He  will  be  a  bold  man  who  pronounces  an  unquaBfied  opinion  on  any  Bengal 
question,  and  not  a  wise  one  who  thinks  that  many  of  them  can  be  solved  without  adjust- 
ment and  compromise.  No  one  mind  can  be  trusted  to  make  proper  allowance  for  all  the 
elements  in  such  problems.  To  put  the  case  as  strongly  as  possible,  I  cannot  admit  that, 
even  if  it  can  be  predicated  of  a  particular  person  that  he  would  have  saved  half  the  lives 
lost  in  Orissa,  he  ought,  therefore,  to  be  left  to  himself  as  Governor  of  Bengal. 

And  here  I  may  remark  that  I  do  not  precisely  imderstand  what  is  meant  by  a  council 
of  secretaries.  If  it  is  a  contrivance  for  shackling  the  freedom  of  advice  by  giving  the 
Governor  advisers  who  may  be  dismissed  at  his  pleasure,  or  who  may  look  to  hma  for  pre- 
ferment, I  think  it  is  little  to  be  desired.  The  principle  on  which  a  Council  should  be 
formed  seems  to  me  suflSciently  plain.  It  should  be  in  a  position  not  only  to  give  but  to 
obtrude  advice,  but  it  should  not  be  allowed  to  compromise  the  policy  d  the  Governor, 
or  to  obstruct  a  course  of  action  once  distinctly  determined  upon  by  him.  The  procedure 
which  the  Governor  General  and  the  Governors  have  to  follow  in  overruling  their  Councils 
does  seem  to  me  somewhat  cumbrous  and  antiquated^  ^id  I  should  gladly  see  it  simplified 
by  Pariiament. 

A  Council  organised  in  the  usual  Indian  way  has  gradually  and  insensibly  become 
something  more  than  a  merely  consultative  body.  It  has  become  a  very  excellent  con- 
trivance K>r  dividing  the  labours  of  GU)vemment,  without  at  the  same  time  entailing  that 
wide  separation  of  departments  which  is  characteristic  of  the  Cabinet  system.  In  India, 
at  all  events^  the  boundaries  of  departments  are  to  a  great  extent  artificial^  and  much 
tbae,  paper,  and  red  tape  are  saved  by  a  system  which  enables  the  Members  of  Govern- 
ment occasionally  to  overleap  these  boundaries.  The  present  Lieutenant  Governor,  than 
whom  probably  none  of  us  have  known  a  more  conscientious  worker,  assures  us  that,  with 
a  Council,  he  may  hope  to  dispose  of  the  business  of  his  G<>vemment,  business  of  which 
the  extraordinary  amount,  as  disclosed  in  Mr.  Grey's  Minute,,  is  probably  a  surprise  even 
to  those  amon^  us  who  were  most  prepared  for  the  truth. 

As  an  English  member  of  Council,  I  may  state  my  strong  impression  that  the  conces- 
sion of  a  full  Government  to  Bengal  Proper  will  have  a  very  whdesome  effSect  on  English 
public  opinion,  which  knows  little  of  Lieutenant  Governors,  but  understands  a  Governor 
fwetty  well,  and  which  will,  accordingly,  cease  to  impose  on  the  Government  of  India  a 
responsibility  in  respect  of  Bengd.  Proper  whicL  it  is  absolutely  impossible  for  us  to 
dischai^e. 

K  effect  be  given  to  the  views  of  the  present  Lieutenant  Governor  of  Bengal,  I  do  not 
diink  that  we  need  fear  to  &ce  the  consequences,  even  though  they  should  amount,  in  the 
words  of  his  Excellency  the  Viceroy,  to  making  the  Governor  General  Governor  General 
only  over  the  North  Western  Provinces  and  tJie  Pimjab.  It  way  be  well,  even  in  India» 
to  state  what  is  really  implied  in  this.  The  Government  of  India  could  still  retain  an 
authority  which  is  admitted  on  all  sides  to  be  real  and  effective  over  the  two  Lieutenant 
Governorships  just  named,  one  including  30,000,000  and  the  other  14,000,000  of  people. 
It  would  still  govern  directly  through  Chief  Commissioners,  who  are  only  deputies  of  the 
Governor  General,  Oudh,  with  a  population  of  8,000,000 ;  the  Central  Provinces,  with 
7,500,000 ;.  and  British  Burmah,  with  rather  more  than  2,000,000.  Over  the  popula- 
tion of  the  Native  States,  amounting  to  nobody  knows  how  many  millions^  the  Governor 
General  in  Council  would  still  exercise  so  much  authority,  at  all  events,  as  consists  in 
preventing  or  punishing  any  conspicuous  and  flagrant  wrong.  He  would,  further,  still 
TCtain  by  law  the  power  of  "  superintending  and  controlling  the  Governors  of  Madras, 
Bombay,  and  Bengal  Proper,  who  rule  together  70,000,000  of  men,  "in  all  points  relating 
to  the  civil  or  mihtary  administration "  of  their  provinces,  and  of  compelling  those  func- 
tionaries to  obey  "his  orders  and  instructions  in  all  cases  whatsoever"  (3  &  4  WilL  4, 
c.  86,  8.  65).  More  than  all,  the  great  centralized  department  of  finance  would  be  in  his 
hands,  implying,  among  other  things,  an  effective  control  of  public  works  throughout  the 
whole  of  Inma.  When  to  these  duties  is  added  the  supervision  of  a  vast  European  and  Native 
Army,  and  the  conduct  of  the  external  and  internal  diplomacy  of  India»  the  Governor 
General  in  Council  must  surely  be  admitted  to  be  at  the  head  of  one  of  the  most  colossal 
Governments  of  the  world,  even  though  the  local  Government  of  Bengal  should  be 
allowed  a  greater  degree  of  independence  than  is  permitted  to  it  at  present.  Indeed  this 
enumeration  of  duties  does  not  state  the  whole  truth.  Is  it  not  the  fact  that  India  is 
daily  becoming  more  difficult  to  govern ;  more  submissive,  certainly,  as  regards  physical 
resistance,  but  more  exacting  in  its  demands  for  good,  precise,  and  politic  government? 
It  seems  to  me  a  man  must  be  very  unobservant  who  does  not  perceive  that  a  time  is  near 
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at  hand  when  either  the  duties  of  the  Government  of  India  must  be  ill  discharged,  or  their 
sphere  must  be  contracted.  The  present  opportunity  seems  to  me  an  excellent  one  for 
making  timely  provision  against  an  inevitable  future,  by  conceding  comparative  indepen- 
dence to  a  province  which,  after  all,  from  the  very  necessity  of  the  case,  is  even  now  pretty 
much  left  to  itself. 

The  Secretary  of  State  intimates  to  us  that  it  is  scarcely  possible  to  keen  the  question 
of  the  constitution  of  the  Bengal  Government  apart  from  the  question  of  tne  seat  of  the 
Government  of  India.  I  myself  do  not  see  that  there  is  any  insuperable  objection  to  the 
permanent  or  prolonged  presence  of  the  Government  of  India  in  the  territories  of  a  local 
Government  which  takes  the  form  of  a  governorship  in  council ;  and  I  rather  infer  from 
Sir  H.  Durand's  p- oposals  that  he  is  of  the  same  opinion.  Let  us  assume,  however,  that 
the  higher  dignity  accorded  to  the  Government  of  Bengal  will  render  it  more  convenient 
that  the  Gx)vemor  General  in  Council  should  be  absent  from  Calcutta  during,  at  least,  part 
of  the  year,  and  that  we  are  thus  driven  to  discuss  the  evils  or  advantages  of  this  absence. 
I  have  to  adc  whether  it  is  really  true  that  the  system  inaugurated  by  Sir  John  Lawrence, 
of  periodical  migrations  between  Calcutta  and  Simla  has  failed.  Is  there  the  least  ground 
for  questioning  Mr.  Grey's  opinion,  that  it  has  added  very  greatly  to  the  efficiency  and 
dispatch  of  official  work  ?  Has  it  not,  at  the  very  least,  so  far  succeeded  that  it  may 
fairly  be  taken  as  the  point  of  departure  for  further  arrangements?  These  questions 
appear  to  me  likely  to  be  slurred  over,  through  the  natural  hesitation  which  most  of  us 
feel  in  contending  that  what  has  been  to  some  of  us  a  personal  benefit  has  also  been  a 
public  advantage. 

It  must  be  borne  in  mind  that  every  argument  against  Simla  as  an  alternative  capital 
has  to  be  maintained  in  the  teeth  of  the  fact  that  for  much  of  the  last  five-and- thirty  years 
it  has  actually  been  the  alternative  capital,  if  capital  be  taken  to  mean  the  seat  of  the 
actual  Government.  Further,  the  actual  Gouernment  of  the  country  tended  more  and 
more  to  fix  itself  there.  It  is  no  mere  conjecture  when  I  assert  that,  if  Lord  Elgin  had 
lived  he  would  never  have  come  near  Calcutta  again.  He  had  already  spent  one  summer 
in  Simla,  and  of  the  three  which  appeared  to  remain  to  him,  he  intended  to  spend  two  at 
Simla,  and  one  at  some  other  hill  station.  The  Commander  in  Chief  had  for  some  time 
lived  at  Simla  almost  exclusively.  The  truth  is,  the  theory  that  Calcutta  was  the  capital 
was  preserved  only  by  a  fiction,  and  a  fiction  so  transparent  that,  did  I  not  know  some- 
thing of  the  power  of  fictions,  I  should  wonder  at  men  being  blinded  by  it.  The  Governor 
General's  Council  remained  there  under  a  President,  invested  nominally  with  the  full 
powers  of  Governor  General  in  Council.  In  point  of  fact,  however,  a  division  of  business 
was  made  between  the  Governor  General  in  the  Upper  Provinces  and  the  President  in 
Council  at  Calcutta,  on  the  principle  of  leaving  to  the  latter  all  business  which  was  of  a 
simple,  routine,  or  common-place  character.  Everything  which  was  of  importance  went 
directly  to  the  Governor  General ;  and  there  was  either  a  rule  or  an  understanding  that, 
if  any  matter  which  came  before  the  President  in  Council  assumed  the  least  importance,  it 
should  be  sent  on  to  the  Governor  General. 

The  drawbacks  on  the  position  of  Simla,  which  Sir  H.  Durand  has  stated  with  im- 
deniable  force,  existed  in  former  days,  with  many  others  which  have  since  disappeared. 
Yet  they  did  not,  in  point  of  fact,  prevent  the  gradual  approach  of  Simla  to  the  status  of 
a  capital,  and  they  have  not  been  hitherto  assigned,  at  least  not  generally,  as  fatal  objec- 
tions to  the  resort  of  Governors  General  to  the  hills.  Great  evils  are  no  doubt  alleged  to 
have  resulted  from  the  stay  of  the  Governors  General  at  Simla ;  but  I  have  alwavs 
heard  these  attributed  to  another  incident  of  that  stay,  the  severance  of  the  head  of  the 
Government  from  his  official  and  responsible  advisers ;  the  very  incident  to  which  the 
present  Viceroy  has  applied  a  remedy.  Moreover,  it  is  to  be  remarked  that  Sir  H. 
I)urand  u^es  against  Simla  the  precise  drawbacks  which  are  in  course  of  removal.  The 
railway  wiS  be  very  shortly  open  to  Umballah ;  before  very  long  it  will  be  completed 
between  Umballah  and  Umritsur,  and  it  is  settled  that  it  will  be  prolonged  to  Attock  or 
Peshawur.  When  these  lines  are  somewhat  further  advanced,  and  when  improvements 
now  in  progress  on  the  hill  road  are  finished,  it  appears  to  me  that  Simla  will  be  fully 
entitled  to  the  benefit  of  the  argument  which  is  usually  employed  in  favour  of  Calcutta, 
as  against  Bombay  and  Poena,  that  modern  fiacilities  of  communication  have  rendered  the 
precise  situation  of  the  capital  unimportant. 

Sir  H.  Durand  has  ^rther  objected  that,  through  the  migrations  between  Calcutta  and 
Simla,  two  months  of  the  year  are  lost.  The  time  is  greatly  too  long,  according  to  my 
experience,  and  I  should  hardly  describe  the  days  consumed  in  traveUing  as  necessarilr 
lost  to  official  labour ;  but  no  doubt  the  experience  of  members  of  Council  concerned  witn 
other  departments  may  give  a  different  result.  I  venture,  however,  with  all  deference  to 
my  honourable  and  gallant  colleague,  to  express  an  opinion  that  the  argument  involves 
a  fallacy ;  the  fallacy  implied  in  testing  an  existing,  by  comparison  with  a  non-existent, 
system.  The  two  months  supposed  to  be  lost  could  only  have  been  saved  bv  a  Govern- 
ment which  remained  the  whole  year  in  one  place.  But  where  is  there  such  a  Govern- 
ment in  India  ?  The  larger  number  of  the  local  Governments  in  India  move  undisguisedly 
every  year  to  the  hills,  with  all  or  nearly  all  their  secretariat,  and  the  fact  id  the  more 
remarkable,  because  these  Governments  are  not,  like  the  Government  of  India,  charged 
simply  with  the  functions  of  superintendence  and  control,  but  stand  in  direct  contact  and 
relation  with  the  people*  More  than  this,  every  Government,  and  every  administrative 
functionary  in  the  countrv,  is  perpetually  in  movement  during  the  cold  weather  or  the 
rains ;  yet  nobody  ever  diought  of  describing  the  time  spent  m  locomotion  as  lost.     Nor 

0-81.  O  4  » 


Digitized  by 


Google 


102  PAPERS  RELATIVE  TO  THE 

is  this  all.  The  system  of  the  present  Governor  General  can  only  be  fairly  judged  by 
comparing  it  with  that  which  it  superseded,  that  is^  with  a  system  under  which  the 
Governor  General,  separated  from  his  Council  for  four  jrears  together,  travelled  at  large 
during  the  winter,  and  spent  the  rest  of  the  year  at  Simla.  I  am  happy  to  find  myself 
in  entu-e  agreement  with  Sir  H.  Durand  in  my  estimate  of  this  exploded  system,  under 
which  important  papers  sometimes  went  three  times  over  1,500  miles,  between  the 
Governor  General  in  the  Upper  Provinces  and  the  Council  at  Calcutta.  I  myself, 
judging  from  the  experience  of  a  single  twelvemonth,  believe  it  to  be  impossible  for  any 
human  arrangement  to  have  worked  more  perversely. 

The  Government  of  India  is  now  abreast  of  its  work.  When  the  present  system  began 
it  was  heavilv  in  arrear,  and  I  believe  there  are  no  traces  of  a  period  at  which  it  was  not 
in  arrear,  although  the  work  was  infinitely  less  than  it  is  now.  The  improvement  is  no 
doubt  partly  owing  to  a  cause  on  the  eflSciency  of  which  Sir  H.  Durand  and  I  are  agreed, 
the  presence  during  four  years  of  the  Governor  General  with  a  Council,  which  now  prac- 
tically consists  of  heads  of  departments.  But  I  am  sure  it  is  also  due  to  another  influence, 
the  influence  of  a  fairly  good  climate  on  the  quality  and  speed  of  our  work. 

Discomfort  and  disease  have  so  long  been  the  conditions  of  oflScial  life  in  India,  and  so 
much  admirable  work  has  been  done  under  those  conditions,  that  there  is,  I  venture  to 
think,  a  disposition  in  some  minds  to  regard  them  as  indissolubly  associated  with  the  good 
government  of  the  country.  Yet,  surely,  in  settling  the  question  of  the  capital,  it  is  un- 
reasonable to  leave  out  of  account  the  discovery  made  30  or  40  years  ago,  that  nature  has 
been  less  unkind  to  us  than  had  been  supposed,  and  that  within  the  geographical  limits  of 
India  there  are  climates  in  which  the  English  race  retains  or  regains  its  native  vigour. 
I  quite  imderstand  the  necessity  of  guarding  against  the  temptation  to  overrate  the  value 
of  these  climates,  and  to  underrate  the  difficulty  of  utilising  them.  Yet  there  may  be 
prejudices  of  the  opposite  kind,  and  the  censors  of  resort  to  the  hill  climates  should  be 
sure  that  unconsciously  they  are  not  arguing  as  a  Conservative  of  the  Spanish  Indies  may 
have  argued  against  the  use  of  the  Jesuits'  bark  in  fever,  as  a  practice  in  itself  effeminate, 
and  calculated  to  excite  ill-feeling  in  those  who  could  not  afford  to  purchase  the  new  drug. 

Everything  is  to  be  preferred  to  miscarriages  of  policy  and  administration,  and  if  the 
interest  and  safety  of  the  British  Indian  Empire  do  not  permit  its  Government  to  be 
conducted  in  a  good  climate,  it  must  be  conducted  in  a  bad  one.  Yet  the  necessity  is 
not  the  less  a  great  public  misfortune.  It  is  most  unfortunate,  for  example,  that  the  area 
from  which  Governors  General  and  Governors  are  taken  should  be  narrowed.  If  there 
is  one  thing  more  certain  than  another,  it  is  that  the  English  Parliament,  as  it  grows 
more  popular,  will  be  more  and  more  inclined  to  govern  its  great  dependency  directly 
through  functionaries  known  to  itself  and  sent  from  home  ;  and  every  chance  thrown  away 
of  mitigating  the,  perhaps,  unreasonable  fear  of  the  Indian  climate  which  prevails  in 
England,  is  a  chance  the  less  for  the  good  government  of  this  country.  Again,  the 
necessity  of  which  I  have  spoken  is  unfortunate,  because,  though  men  bred  in  India  may 
work  well  in  extraordinary  bad  climates,  nevertheless  they  have  thus  much  in  common 
with  men  bred  in  England  that  they  work  better  in  better  climates ;  more  efficiently, 
because  either  more  vigorously  or  more  calmly.  There  is  no  economy  which  a  Govern- 
ment can  practise  like  the  economy  of  its  servants'  health  and  nerve ;  it  may  be  com- 
pelled to  expend  them  on  mere  resistance  to  unfavourable  physical  conditions ;  but  if  it 
goes  an  inch  beyond  absolutely  necessary  expenditure,  it  is  guilty  of  the  most  foolish 
form  of  prodigality. 

Some  very  painful  statistics  of  death  and  disease  in  the  High  Court  during  the  last 
five  years,  which  I  read  the  other  day  in  a  Minute  of  Mr.  Justice  Seton-Karr,  are  fatal, 
I  am  sorry  to  say,  to  Sir  H.  Durand's  impression  that  the  Court  furnishes  any  evidence 
of  the  healthiness  of  Calcutta.     I  am,  however,  disposed  to  agree  with  him  that,  on 

grounds  of  salubrity  alone,  it  would  be  hardly  worth  while  changing  the  seat  of  the 
ovemment  to  any  other  place  in  the  plains  of  India.  My  objection  to  Calcutta  is  pre- 
cisely that  of  which  I  admit  the  force  when  urged  against  Simla.  Neither  Calcutta  nor 
Simla  has  any  claim  to  be  cx>nsidered  a  capit^  in  the  sense  in  which  the  word  has  gene- 
rally been  understood.  One  would  suppose  that  the  natives  of  a  country  to  be  governed 
from  a  capital  would  approach  it  with  tolerable  readiness,  would  take  their  fashions  of 
life  and  thought  to  some  extent  from  i1^  would  be  represented  in  the  society  which  in- 
habits it,  and  would  reflect  the  civilisation  of  which  it  is  the  exemplar.  These  tests  of  a 
capital  are  satisfied  by  Calcutta,  so  far  as  regards  Bengal  Proper ;  but,  so  far  as  respects 
the  rest  of  India,  Calcutta  is  remarkable  for  not  satisfying  a  single  one  among  them. 
Not  even  the  most  powerful  of  Indian  motives,  a  grievance  to  be  redressed,  will  in  most 
cases  bring  a  native  of  India,  other  than  a  Bengalee,  to  the  dreaded  city.  Simla  is  cer- 
tainly not  much  more  resorted  to,  but  this  is  rather  the  fruit  of  ignorance  than  of  fear ;  and 
Simla  has,  beyond  doubt,  the  advantage  of  Calcutta  in  the  number  of  experienced  func- 
tionaries from  all  parts  of  India  who  come  to  it.  I  myself  have  seen  more  there  in  one 
month  than  at  Calcutta  in  six,  and  this  is  only  the  natural  result  of  the  difference  between 
a  place  to  which  everybody  will  come  if  he  can,  and  a  place  to  which  nobody  will  come 
if  he  can  help.  But  neitlier  city  seems  to  me  to  be  a  capital,  unless  a  capital  be  merely 
the  spot  at  which  the  Government  may  be  for  the  time  being. 

It  would  be  unreasonable  that,  after  all  I  have  said,  I  did  not  state  affirmatively  my 
own  views  of  the  best  arrangement  which  could  be  adopted.  I  take  the  liberty  of  calling 
attention  to  an  experiment  which  Lord  Elgin  was  on  the  point  of  trying  when  he  was 
overtaken  by  death.    A  standing  camp  had  been  established  in  the  neighbourhood  of 

Lahore^ 
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Lahore,  and  there  Lord  Elgin  intended  to  assemble  both  the  Executive  and  the  Legis- 
lative Councils,     I  venture  to  suggest  that,  at  the  beginning  of  the  cold  season,  such  a 
camp  should  be  established  near  each  of  the  great  native  cities  in  turn ;  that  the  Supreme 
Government,  descending  from  the  hills  somewhat  sooner  than  at  present,  should  be  received 
in  it,  and  should  then  proceed  with  such  legislation  as  would  more  especially  affect  native 
interests,  reserving  for  Calcutta  or  Bombay,  which  would  be  visited  afterwards,  the  dis- 
cussion of  the  budget,  and  of  such  provisions  of  the  codes  as  are  intended  for  general 
application.     Natives  of  India  in  any  number  would  resort  at  that  season  to  Lahore, 
Agra,  Delhi,  Lucknow,  or  Benares ;  and  there  could  be  no  better  opportunity  for  holding 
those  congresses  of  Governors,  Lieutenant  Governors,  and  Chief  Commissioners,  which 
have  been  recommended  by  high  authority  as  the  best  preservative  against  that  inter-pro- 
vincial friction  which  has  become  so  annoying  of  late  years.     The  Supreme  Government 
of  India  would  thus  become  peripatetic.     If  it  be  objected  that  there  is  no  example  of 
such  a  Government,  I  answer,  first,  that  the  fact  is  not  so,  since  almost  all  Governments 
originating  in  the  conquest  of  hot  countries  by  persons  bom  in  a  cooler  climate  have  been, 
as  a  matter  of  history,  more  or  less  peripatetic,  and  that,  even  if  the  objection  were  well-' 
founded,  the  British  empire  in  India  is  too  novel  and  extraordinary  an  experiment  to  be 
dependent  on  any  precedents,  except  those  which  its  own  experience  furnishes.     I  would 
ask  whether  such  a  system  as  I  have  described  would,  in  truth,  be  more  than  the  old 
progresses  of  the  Governor  General,  cured  of  one  particular  vice,  and  adapted  to  the  cir- 
cumstances and  condition  of  the  India  of  the  present  day.     The  cost  of  time  and  money 
entailed  by  these  movements  might,  in  my  judgment,  be  reduced  within  narrow  limits  by 
organization  and  forethought.     Much  of  the  public  and  private  expense — the  first  any 
thing  but  large — and  much  of  the  loss  of  time  entailed  by  the  system  of  the  last  four  years 
have  been  attributable  to  its  provisional  character. 

Though  the  point  is  not  one  on  which  I  can  venture  to  pronounce  a  very  confident 
opinion,  I  must  say  I  feel  considerable  doubt  of  the  expediency  of  erecting  Assam  into 
a  Chief  Commissionership  under  the  Government  of  India.  I  dread  the  moral  effect  on 
this  Government  of  mixing  it  up  with  Bengal  questions,  of  which  it  is  an  unhappy  cha- 
racteristic that  they  are  almost  invariably  questions  between  the  races.  Now,  it  is  the 
peculiarity  of  Assam  that  these  questions  arise  there  in  an  intense  form.  It  would  be, 
I  think,  a  great  misfortune  if  a  Governor  General,  from  a  sympathy  with  the  weaker  race, 
admirable  in  itself,  were  to  neglect  the  ingredient  of  justice  in  the  European  view  of 
these  questions ;  but  I  say  without  hesitation,  that  as  the  Government  of  India  will  gene- 
rally be  constituted,  the  danger  will  be  altogether  the  other  way.  An  English  Governor 
General  will  be  under  strong  temptation  to  make  Assam,  at  all  risks,  the  theatre  of  a 
flourishing  tea  industry.  Nothing,  however,  as  it  seems  to  me,  would  be  more  lamentable 
than  that  the  Government  of  India  should  become  a  decided  partisan,  either  of  European 
or  of  Native  interests.  The  only  position  which  befits  it  is  that  of  moderator  and 
arbiter. 

(signed)        H.  S.  Maine. 


Enclosure  9,  in  No.  11. 


Minute  by  Major  General  the  Honourable  Sir  H.  M.  Durandy  c.B.,  K.c.s.i.,  dated 

the  17th  March  1868. 

His  Excellency  the  Governor  General  has  expressed  the  wish  that  any  remarks  elicited 
by  the  Minute  of  his  Honor  the  Lieutenant  Governor  of  Bengal  should  be  early  sent  in, 
as  his  Excellency  defers  his  final  observations  until  he  should  have  before  him  all  that  is 
written. 

Since  the  receipt  of  Mr.  Grey's  very  able  Minute,  I  have  also  read  that  of  the  Honour- 
able Mr.  Maine,  dated  16th  March.  There  is  much  in  both  which  calls  for  a  more  elaborate 
examination  than  it  would  at  present  be  convenient,  with  regard  to  the  request  of  the 
Governor  General,  to  give  them.  I  shall,  however,  note  a  point  in  which  the  Honourable 
Mr.  Maine  has  read  the  Minute  of  the  Honourable  Mr.  Grey  differently  from  myself. 

After  asking  whether  it  is  really  true  that  the  system  inaugurated  by  Sii^  John  Law- 
rence, of  periodical  migrations  between  Calcutta  and  Simla,  had  failed,  Mr.  Maine  asks 
whether  there  is  the  least  ground  for  questioning  Mr.  Grey's  opinion  that  it  has  added 
very  greatly  to  the  eflBciency  and  dispatch  of  ofiScial  work.  From  this  the  inference 
would  be  that  Mr.  Grev's  Minute  approves  of  the  annual  migrations  to  Simla  as  favour- 
able to  the  dispatch  ol  official  business.  I  have  failed  to  discover  any  passage  to  that 
effect.  Mr.  Grey  expresses  a  favourable  opinion  of  the  plan  of  the  formal  division  of 
business  between  the  Governor  General  and  his  Council,  and  of  the  modem  practice  of 
the  Council  accompanying  the  Governor  General  when  he  leaves  Bengal,  but  he  does  this 
quite  independently  of  any  question  as  to  Simla  for  an  alternative  capital.  He  appears 
to  me  carefully  to  avoid  this  point,  and  to  confine  himself  to  the  general  principle  that  it 
would  be  a  great  mistake  on  public  grounds  to  revert  to  the  old  plan  of  the  Governor 
General  himself  visiting  other  parts  of  India,  and  leaving  his  Council  behind  him  in 
Bengal. 

I  shall  not  stop  to  point  out  the  difference  between  the  tours  of  district  officers  in  the 
cold  weather,  accompanied  by  their  omlah  and  offices  in  camp,  and  the  suspension  of  ordi- 
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nary  business  during  the  migrations  to  and  from  Simla.  The  analogy  is  wholly  fdUacious, 
but  will  not  mislead  any  one  acquainted  with  the  system  of  executive  administratioii 
in  the  districts  of  our  various  Provincea  Nor  shall  I  note  that  the  completion  of  the 
railway  sections  mentioned  by  Mr.  Maine  as  removing  the  drawbacks  to  Simla  cannot 
remedy  the  inherent  defects  of  its  geograpMcal  position,  and  can  only  shorten  the  period 
of  waste  time  expended  in  migrations  by  a  couple  of  days ;  but  I  do  think  it  advisable  to 
demur  to  the  comparison  drawn  in  favour  of  Simla  over  Calcutta  as  the  rendezvous  of 
experienced  functionaries  from  all  parts  of  India.  When  the  Government  of  India  is 
there,  many  functionaries  are  summoned  up ;  but  as  a  rule  it  is  not  by  any  means  a  con- 
venient place  of  resort  for  any  but  a  limited  number  of  public  functicmaries  f5pom  the 
plains.  As  compared  with  Calcutta  or  Bombav,  it  wants  the  important  element  of  a  large, 
mtelligent  European  community,  not  official,  but  legal,  mercantile,  &c.,  and  always  exer- 
cising an  influence  more  or  less  healthy  on  a  bureaucratic  and  arbitraiy  Grovemmenl 
Although  it  may  occasionally  assume  a  vexatious  form,  yet,  on  the  whole,  the  general 
effect  of  such  a  public  is  a  salutary  restraint  on  the  proceedings  of  Grovernment,  which  it 
tends  to  make  more  circumspect  in  its  action.  Nowhere  else  are  the  measures  of  Govern- 
ment so  freely  and  intelligently  discussed  and  criticised  as  at  the  great  centres  of  commerce, 
Calcutta  and  Bombay. 

The  Honourable  Mr.  Maine  seems  to  forget  that  the  Local  Governments,  when  they 
migrate  to  the  hills,  do  so  to  stations  which  are  within  easy  reach  of  their  Head  Quarters. 
The  most  unfavourably  placed  in  this  respect  is  the  Bengal  Government  with  Darjeeling 
as  its  sanatarium.  I  tikink,  too  that  my  honourable  and  learned  colleague  has  allowed  it  to 
escape  his  recollection  that  Lord  Canning  would  not  make  Simla  his  residence,  and  that, 
therefore,  it  can  hardly  be  fairly  alleged  that  I  am  guilty  of  the  fallacy  of  testing  an  exis- 
ting by  comparison  with  a  non-existent  system  ;  for  that  which  immediately  preceded  the 
present  one  can  scarcely  be  treated  as  an  obsolete  system. 

I  am  in  perfect  concord  with  Mr.  Grey  and  Mr.  Maine  in  the  opinion  that  the  system 
first  fairly  inaugurated  by  Sir  John  Lawrence,  of  keeping  the  Council  with  him,  greatly 
expedites  the  transaction  of  official  work,  and  is  in  every  way  far  preferable  to  the  old 
system  of  a  President  in  Council  invested  with  the  full  powers  of  tjovemor  General  in 
Council.  The  anomalies  and  the  risks  of  that  old  system,  it  would  require  a  long  and 
disagreeably  searching  Minute  to  set  forth.  The  delay  it  caused  in  the  disposal  of  any 
thing  but  the  most  ordinary  routine  business  was  great ;  and  if  my  honourable  friend  Mr. 
Maine  meant  to  sav  that  he  regarded  the  gain  m  the  dispatch  of  work  thus  made  under 
the  new  system  of  the  Governor  General  and  Council  keeping  together,  as  a  full  compen- 
sation for  the  loss  of  time  and  dislocation  of  business  caused  by  the  annual  migrations  of 
the  whole  Government,  much  might  be  said  in  support  of  this  view.  The  new  system,  as 
compared  with  the  old,  may  fairly  enough  claim  to  be  compensatory  in  this  particular  for 
its  migrational  drawbacks.  It  may  claim  more,  for  it  obviates  contingent  dangers 
inseparable  from  the  existence  of  co-equal  powers  of  the  first  order,  and  precludes  embais 
rassmg  complications,  which  do  not  admit  of  any  exposition  hypothetically,  but  were 
always  imminent  on  the  old  system. 

Mr.  Grey's  Minute,  when  touching  on  the  relations  between  the  Bengal  Government 
and  the  Government  of  India,  starts  from  a  different  basis  from  the  one  which  underlies 
my  own  previous  Minute  on  this  subject.  Mr.  Grey  argues  that  the  Local  Government 
requires  to  be  strengthened  as  against  the  authority  and  interference  of  the  Governor 
General  in  Council,  or,  in  other  words,  the  Government  of  India.  My  Minute  started 
firom  the  converse  view,  namely,  that  the  authority  and  controlling  power  of  the  Governor 
General  in  Council  should  be  reinforced  rather  than  weakened  in  relation  to  Local  Govern- 
ments. At  issue  on  such  a  radical  point,  the  results  arrived  at  are  necessarily  different. 
Mr.  Grey  would  place  Bengal  on  the  footing  of  Madras  and  Bombay,  and  raise  it  into  a 
Governorship.  I  would  reduce  Madras  and  Bombay  to  Lieutenant-Governorships.  But 
though  there  is  this  radical  and  irreconcilable  antagonism  in  Mr.  Grey's  views  and  my 
own,  I  fully  admit  the  great  value  of  the  lucid  yet  concise  way  in  which  the  onerous 
character  of  tlie  work  of  the  Bengal  Government  is  represented,  and  the  utter  inadequacy 
of  the  aid  granted  to  the  Lieutenant  Governor  brought  prominently  into  light.  There 
can  be  no  doubt  that  the  Secretariat  machinery  of  the  Bengal  Government  needs  rein* 
forcement,  but  if  this  be  sufficiently  done,  I  see  no  satisfactory  reason  why  a  Secretariat 
Council  should  not  amply  meet  the  requirements  of  Bengal.  A  separate  Council  would 
after  all  be  drawn  from  the  same  class  which  furnishes  the  ^^^^^aries,  and  would  carry  no 
more  weight,  but  increase  the  cost  of  Government  considerably.  It  is  well  known  that 
but  for  certain  events  in  which  it  was  thought  a  Secretariat  Council  would  not  have  had 
the  same  power  of  control  over  a  Local  Government  as  was  exercised  by  the  Council  of 
the  Governor  General  under  a  President  in  Council,  the  transformation  of  that  body  into 
a  Secretariat  Council  would  have  taken  place.  Manifestly  such  a  reason  is  inapplicable 
to  the  Councils  of  Local  Governments,  and  even  if  those  of  Madras  and  Bombay  should 
be  continued,  which  I  hope  may  not  be  the  case,  I  should  deprecate  the  creation  of  similar 
Councils  for  the  Punjab,  the  North-west  Provinces  and  Bengal,  for  the  Very  reason  which 
leads  Mr.  Grey  to  propose  it  I  do  not  think  that  the  Local  Governments  should  be 
practically  encouraged  to  assume  the  position  of  independent,  or  at  best,  loosely  confed- 
erate States,  owing  but  a  nominal  subordination  to  the  Government  of  India,  and  looking 
to  strengthen  themselves  against  what  is  termed  its  interferences  or  encroachments  by 
every  device  calculated  to  hamper  the  effective  control  of  the  Governor  General  in  Council, 
and  to  render  the  exercise  oi  his>  authority  morally  more  difficult.  > 
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.  Then,  I  hold  a  strong  opinion  that,  in  relation  to  Local  Govemments,  the  influence  and 
anthoritsr  of  the  Government  of  India  requires  to  be  strengthened  not  weakened,  and  that, 
for  all  progress  and  beneficial  administrative  purposes,  the  powers  of  a  Lieutenant  Go- 
vernor, wiu  a  Secretariat  Council,  would  be  ample ;  and  yet  less  likely  to  come  into  con- 
flict with  those  of  the  Supreme  Government  than  if  a  regular  Council  and  the  higher 
status  of  a  Governor  were  conferred. 

(signed)        H.  M.  Durand. 


MlMUTE. 

I  HAVE  received  from  the  Government  of  India  a  copy  of  the  Secretary  of  State's 
Despatch,  dated  ICth  January,  on  the  subject  of  the  maciunery  of  administration  in  the 
Bengal  Presidency,  with  a  request  that  I  will  state  my  opinion  •*  on  the  points  connected 
with  the  administration  of  my  (his)  charge.** 

I  hope  that  I  shall  be  excused  if  I  travel  beyond  the  limit  thus  apparently  lai<l  down,  for 
it  will  be  difficult  to  discuss  all  the  points  that  concern  the  Lieutenant-Governorship  of 
Bengal,  without  refenin^  to  considerations  that  belong  to  the  administration  of  the  whole 
Presidency,  and  indeed  of  the  whole  Empire. 

For  instance,  it  would,  1  think,  be  impossible  to  discuss  to  any  purpose  one  of  the  most 
important  questions  raised  by  the  despatch,  namely,  the  proper  manner  of  legislating  for 
Bengal,  without  considering  the  subject  of  legislating  for  India  generally. 

I  i^nd  in  the  despatr  h  the  following  remarks  upon  this  question  as  it  relates  to  Bengal : 
It  is  said  to  be  thought  by  some  persons  that  "  the  existing  system  under  which  two  legis- 
lative bodies  sit  in  the  same  place  (Calcutta),  and  have  jurisdiction  (with  some  exceptions) 
over  the  same  class  of  subjects,  is  anomalous  and  to  some  extent  mischievous," 

Again,  it  is  said  to  have  been  suggested  that  experience  has  shown  that  the  distinction 
between  regulation  and  non -regulation  Provim  es  ♦  •  ♦  ought  to  be  for  certain  pur- 
poses revived  •  »  •  j  that  in  outlying  regions,  either  of  recent  acquisition,  or  which  are 
comparatively  backward  in  civilization,  the  method  of  making  laws  through  a  central 
legislature,  subject  to  the  usual  forms,  is  cumbrous  and  inapplicable  ;  that  such  new  laws 
as  are  necessary  for  the  ordinary  purposes  of  domestic  administration  are  best  made  in  these 
instances  by  the  executive  authority  itself,  and  therefore,  with  the  reservation  that  such 
Provinces  should  not  be  exempted  from  the  general  jirrisdiction  of  the  central  legislature,  it 
18  suggested  ihat  the  executive  authority  within  the  Provinces  should  be  empowered  to  make 
regulations  having  the  force  of  law.  Such  an  arrangement  would  embrace  in  the  Bengal 
Lieutenant  Governorehip  the  following  districts  : — 

The  seven  districts  under  the  Commissiooer  of  Assam. 
The  four  districts  under  the  Commissioner  of  Chota  Nagpore. 
The  iliree  districts  under  the  Commissioiter  of  Coocli  Behar. 
The  Sonthal  Pergunnahs.* 
The  district  of  Cachar. 
The  Hill  Tracts  of  Chittagoi.g. 

The  Tributary  estates  of  Ori8>a  and  of  Chota  Naepore,  and  (in  tlie  Despatch 
it  is  suggested)  possibly  the  three  districts  of  Orissa  proper. 

In  conformity  with  the  above  suggestions,  it  is  pioposed  for  consideration  whether  it  is 
(expedient  to  restore  the  relations  which  formerly  subsisted  between  the  Governor  General 
und  the  Presidency  of  Bengal  (one  of  the  Members  of  the  Council,  however,  acting  as  a 
Lieutenant  or  Deputy  Governor),  to  abolish  thereupon  the  present  local  legislative  Council, 
to  uive  the  executive  authoiily  legislative  power  for  hmited  purposes,  and  to  entrust  aU 
other  legislation  for  Bengal  to  the  general  Legislature. 

What  is  suggested,  then,  by  the  above  remarks,  in  respeit  of  legislation,  is  this — 

iBt.  That  for  the  large  tracts  of  country  above  enumerated  the  executive  authority,  that 
is  to  say,  the  Lieutenant  or  Deputy  Governor,  should  have  power  to  make  laws,  sutyect  to 
the  control  of  the  Governor  General  in  Council. 

2dly.  That  f(»r  the  districts  of  Bengal  proper  and  of  Behar  all  legislation  should  be 
entrusted  to  the  general  Legislature  of  India,  that  is  to  say,  to  the  Governor  General  in 
Council. 

From  both  of  these  suggestions  I  unhesitatingly  dissent. 

With  respect  to  the  j^econd,  it  appears  to  me  that  it  will  be  a  very  startling  example  of  the 
vacillating  policy  which  has  been  often  charued  against  us,  if  six  years  after  introducing 
ihe  experiment  of  a  local,  and  in  some  sense  a  representative  Legislature  in  Bengal  we 
suddenly  abolish  ii  and  relegate  all  local  legislation  to  the  general  Legislature  of  the 
empire. 

And  what  is  the  reason  advanced  for  such  a  course  ? — that  the  sitting  of  two  Legislative 
bodies  in  Calcutta  wiih  jurisdiction  over  the  same  class  of  subjects,  is  anomalous  and  to 
some  extent  mischievous. 

The  anomaly  I  admit,  but  I  am  quite  unaware  on  what  ground  the  arrangement  can  be 

said 


•  This  tract  actually  comprises  five  districts ;  but  being  presided  over  by  ofiScers  who  have  the  status  of 
Assistant  Commissioners  only,  they  are  not  technically  cmssecl  as  districts. 
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said  to  have  been  hitherto,  even  in  the  slightest  degree^  mischievous.  I  cannot  answer  the 
objection,  because  I  really  cannot  guess  to  vrhat  it  refers.  I  can  only  therefore  express  my 
own  conviction  (having  been  h  Member  of  the  one  Legislature  or  the  other  almost  from  the 
£rst  estiiblishment  of  the  local  Legislature)  that  no  mischievous  consequences  whatsoever 
have  ersued  from  the  working  in  the  same  place  of  two  legislative  bodies.  On  the  other 
hand,  I  say  with  some  confidence  that  an  examination  of  the  Acts  which  the  local  Bengal 
Legislature  has  passed  during  the  six  years  of  its  existence  will  show  that  the  Council  has 
been  engaged  upon  much  useful  work,  and  for  the  most  part  upon  matters  which  are  essen- 
tially proper  subjects  for  local  legislation,  and  legislation  on  some  of  which  by  a  central 
Legislature  would  undoubtedly  have  been  obtained  only  after  great  and  vexatious  delay. 
This  is  a  minor  point,  though  not  in  itself  at  all  unimportant. 

The  unanswerable  argument  for  not  taking  away  a  local  Legislature  from  Bengal  is  that 
the  time  has  really  come  in  Bengal  when  the  natives  of  the  Province  and  the  English  resi- 
dents of  the  Province  have  a  reasonable  claim  to  be  admitted  to  a  share,  and  in  my  opinion 
to  a  large  share,  in  franung  their  municipal  laws,  or  (to  use  the  expression  of  the  despatch), 
the  laws  which  are  necessary  for  the  ordinary  purposes  of  domestic  administration. 

Now  it  may  be  oonfidei)tly  affirmed  to  be  im|)ossible  thnt  they  should  have  this  in  the 
general  Legislature,  unless  that  body  were  enlarged  to  an  extent  which  has  not  yet  been 
thought  of,  and  unless  it  were  then  to  contain  what  I  should  hold  to  be,  in  a  general  Legist 
lature,  an  undue  proportion  of  Bengal  representatives. 

I  must  here  glance  at  the  constitution  of  the  two  legislative  bodies  as  respects  the  native 
element  in  each.  It  was  Lord  Canning's  undoubted  object  to  make  a  seat  in  the  general 
Legislature  a  high  dionity  which  the  greatest  and  most  powerful  nobles  of  Hindostan  should 
look  to  as  an  honour  to  be  desired.  This  policy  has  been,  if  not  completely,  yet  to  a^eat 
extent  acted  upon  to  the  piesent  time.  The  gentUmen  who  have  been  hitherto  appointed 
to  the  local  Bengal  Legislaiure  have  been  selected  on  different  considerations.  Uare  has, 
for  the  most  part,  been  taken  to  select  native  gentlemen  who  have  represented  the  advanced 
education  and  civilization  to  which  Bengal,  comparatively  speaking,  has  attained;  and  a 
knowledge  of  English  has  been  considered  an  indispensable  requisite,  because  the  object  has 
been  that  they  should  take  a  real  and  an  t  ffective  share  in  the  business  of  legislation,  which 
it  is  impossible  they  can  do  without  a  knowledge  of  English. 

It  may  be  that  in  one  or  two  instances,  in  either  legislature,  the  characteristics  above 
stated  have  been  in  some  degree  dispensed  with,  but  I  am  sure  that  the  distinction  which  I 
have  drawn  is  generally  a  correct  one. 

There  is  another  striking  difference  between  the  two  bodies.  The  general  Legislature,  the 
Council  of  the  Governor  General,  is  composed  mainly  of  official  persons.  At  the  present 
time  it  consists  of  13  persons  who  are  in  the  Military  or  Civil  JBerv ice  of  the  Crown,  and 
of  five  non-official  persons.  The  local  Bengal  Legislature  has  from  its  first  constitution  in 
1862  consisted  of  seven  official  members,  including  ti)e  Lieutenant  Governor,  and  six  non- 
official  members.  If  the  general  Legislature  were  confined  to  general  legislation,  such  as 
codes  of  general  substantive  law,  codes  of  judicial  procedure  and  other  laws  suitable  for 
general  application,  I  should  say  that  the  existing  constitution  of  the  Governor  GeneraPs 
Council  was  a  very  fit  one,  having  regard  to  the  conditions  which  have  to  be  dealt  with. 
Indeed,  it  is  so  manifestly  impossible,  under  existing  circumstances,  that  any  central  Leo;is- 
lature  in  so  vast  an  Empire  as  British  India  should  contain  anything  approaciiing  to  a 
representation  by  non-official  persons  of  the  numerous  Provinces  and  peoples  to  be  legis- 
lated for,  that  I  am  not  sure  whether  legislation  of  a  general  character  would  not  be  very 
properly  carried  on  by  a  purely  official  body,  provided  care  were  taken  that  it  should  com- 
prise members  possessing  a  ripe  general  knowledge  of  India,  and  others  having  that  scien- 
tific knowledge  and  learning  which  are  requisite  to  good  legislation ;  and  provided  also  that 
the  fullest  means  were  used  to  give  publicity  to  intended  legislation,  and  to  collect  opinions 
from  all  quarters  regarding  it. 

It  is  certain  that  there  is  no  legislation  which  so  much  affects  the  people,  if  it  is  not  the 
only  legislation  in  which  they  feel  any  real  interest,  as  that  which  relates  to  taxation.  I  have 
just  seen  a  memorial  addressed  to  the  Secretary  of  State  by  the  Britiiih  Indian  Association, 
in  which  it  is  prayed  that  a  consultative  Council  may  be  established  for  the  purpose  of 
advising  the  Governor  General  on  financial  measures,  and  it  is  suggested  that  this  Council 
shall  be  composed  of  competent  Native  and  European  gentlemen  (drawn  from  all  parts  of  the 
Empire).  Now,  doubtless  the  memorialists,  gentlemen  of  Bengal,  felt  that  they  could  not 
in  decency  submit  such  a  memorial  as  the  one  in  question  without  inserting  in  it  a 
clause  of  this  kind.  Yet  I  think  they  can  hardly  be  unaware  of  the  entire  impracticability  . 
of  the  suggestion  which  they  have  made.  I  repeat  that  to  look  in  a  general  Legislature 
for  anything  approaching  to  a  real  representation  by  non-official  persons  of  the  numerous 
Provinces  of  this  vast  Empire  is  to  grasp  at  a  shadow ;  and  if  this  is  so,  then  I  say  that  it 
forms  a  strong  reason  for  restricting  the  Council  of  the  Governor  General  as  much  as  pos- 
sible to  legislation  of  a  general  character.  It  is  also  a  weighty  argument,  (noO  for  abolishing 
local  Legislatures  that  already  exist,  but  on  the  conirary  for  adding  to  their  number  in 
accordance  with  the  intention  of  the  Indian  Council's  Act  of  1861.  And  the  following  out 
of  this  principle  seems  to  me  especially  desirable  in  reference  to  that  kind  of  legislation,  by 
which  I  have  said  that  the  people  are  most  keenly  affected.  It  is,  I  presume,  undeniable 
if  progress  is  to  continue  in  India  (I  need  not  pause  to  point  out  how  great  a  progress  in  all 
matters  appertaining  to  civilization  there  has  already  been),  if  we  are  to  have  more  and 
better  roads,  education  extended  to  the  masses  who  hitherto  have  been  barely  touclied, 
improved  Courts  of  Justice,  a  police  more  efficient  and  trustworthy  than  that  established 
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by  the  Act  of  1 861  can  yet  be  said  to  be,  if  we  are  to  hope  to  effect  by  degrees  some  amend- 
mentofthe  sanitary  condition  of  the  country,  even  to  the  extent  of  such  measures  as 
spreading  vaccination  among  the  people,  providing  them  with  wholesome  water  to  drink,  and 
mducing  them  in  their  towns  and  villages  to  adopt  the  most  ordmary  and  plain  precautions 
against  disease;  if  we  are  to  look  to  accomplish  these  and  many  other  things,  then  it  is 
beyond  question  that  the  expenditure  for  such  objects  must  be  larj^ely  and  constantly- 
increasing.  Assuming,  what  is  probably  true,  that  the  increase  of  the  general  revenues 
from  existing  sources  of  taxation  will  not  keep  pace  with  the  demands  everywhere  for  such 
local  improvements  as  I  have  mentioned,  I  am  strongly  of  opinion  that  instead  of  attempting 
to  augment  the  general  revenues  by  new  taxation,  it  should  be  left  to  each  local  adminis- 
tration, under  control  of  the  central  authority,  to  raise  funds  for  such  purposes  by  local 
taxation.  In  my  judgment^  fresh  taxation  will  be  imposed  with  the  nearest  approach  to  an 
absence  of  dissatisfaction  on  the  part  of  the  people,  and  therefore  will  be  imposed  most 
prudently  and  safely,  by  mesons  of  local  taxes  imposed  by  local  Legislatures. 

I  will  not  venture  to  say  that  even  in  a  local  legislature  the  population  of  so  large  a 
Government  as  that  of  Bengal,  comprising,  as  it  does,  many  distinct  peoples,  speaking 
different  languages,  can  be  at  present  fully  represented,  but  the  leading  and  general  in- 
terests of  the  province,  the  landed  interest  and  the  trading  interest,  may  at  least  be 
effectively  represented,  and  it  is  on  these  interests  mainly  that  increased  taxation  must  im- 
mediately fall.  If  it  has  become  a  question,  in  the  absolute  want  of  money,  how  we  are 
to  continue  making  fresh  roads,  and  even  how  we  are  to  maintain  our  existing  roads  in 
repair,  I  venture  to  hope,  that  sufficient  public  virtue  will  be  found  in  the  members  of  the 
ALSSociation  whose  memorial  I  have  referred  to  above,  and  who  are  adequately  represented 
in  the  Bengal  Legislature  to  lead  them  cheerfuly  to  consent  to  a  local  rate  on  the  land  for 
the  purpose.  I  mention  this  particular  instance  because  the  case  has  already  become  so 
urgent  that  it  is  actually  in  contemplation  to  propose  such  a  rate.  But  for  education  and 
for  other  purposes,  it  is  undoubted  that  if  Bengal  is  to  advance  and  to  improve,  local  taxa- 
tion in  this  and  other  ways  must  be  resorted  to.  Therefore,  in  this  condition  of  things  I 
must  earnestly  lift  up  my  voice  against  the  suggestion  that  the  local  legislature  of  Bengal 
be  abolished^  and  that  all  legislation  relating  to  the  internal  administration  of  Bengal  be 
turned  over  to  the  general  legislature.  If  there  is  any  one  part  of  India  in  which  the 
native  public  are  entitled  to  have  a  real  share  in  legislation  immediately  affecting  them,  it  is 
the  Lower  Provinces  of  Bengal.  It  is  possible,  moreover,  lo  look  forward  to  the  time  when 
a  local  legislature,  or  some  such  local  consultative  body  as  that  just  asked  for  by  the  British 
Indian  Association,  shall  take  part  in  regulating  the  expenditure  of  local  taxation.  It  is 
not  possible,  I  think,  that  any  agency  of  the  sort  can  ever  be  usefully  employed  in  connec- 
tion with  the  general  budget  of  the  empire. 

I  have  said  that  I  admitted  the  anomalous  character  of  the  existing  arrangement,  and  I 
desire  therefore  to  explain  that  the  anomaly  which  to  my  mind  exists  arises  not  so  much 
from  Bengal  having  a  local  legislature  side  by  side  with  a  general  legislature,  as  from  this 
general  legislature  having  to  do  with  the  local  legislation  of  other  provinces,  and  more  es- 
pecially of  the  North-Western  Provinces.  This  connection  of  the  general  legislature  with 
legislation  on  the  purely  local  matters  of  a  government  so  nearly  akin  to  Bengal  no  doubt 
leads  to  encroachment  by  that  legislature  on  the  proper  functions  of  the  local  legislature  of 
Bengal,  and  in  this  way  the  anomaly  arises  that  the  local  legislation  of  Bengal  is  partly 
done  by  one  council  and  partly  by  the  other. 

The  same  anomaly  also  arises  in  a  lesser  degree  from  other  causes,  which  apply  to 
Madras  and  Bombay  as  well  to  Bengal.  It  is  held  that  the  local  legislatures  can  enact  no 
law  which  in  any  manner,  however  indirectly,  affects  the  high  courts  of  judicature;  and 
again,  the  Indian  Councils'  Act  does  not  permit  of  a  local  legislature  amending  any  law 
passed  by  the  Governor  General  in  Council  subsequently  to  the  Indian  Councils'  Act, 
1861,  nor  of  its  amending  any  Act  of  Parlian^ent  whatsoever.  Hence  it  follows  that 
whenever  it  may  be  found  that  local  circumstances  require  the  modification  of  a  general 
law  passed  by  the  Governor  General  in  Council  since  1861,  or  of  some  ancient  Act  of 
Parliament,  the  necessary  legislation  for  the  purpose,  however  clear  in  its  local  application 
the  point  may  be,  must  be  undertaken  by  the  general  legislature.  I  apprehend  that  in  the 
course  of  time  considerable  inconvenience  and  confusion  will  result  from  this,  and  I  would 
urge  that  wherever  local  legislatures  are  permitted  to  exist,  the  only  legal  restrictions  on 
their  powers  of  legislation  should  be  those  imposed  by  Section  43  of  the  Indian  Councils* 
Act,  and  any  other  restrictions  of  a  like  speci/lc  character. which  it  may  seem  advisable  to 
impose.  It  must  surely  have  been  an  oversight  that  as  regards  the  specific  restrictions 
imposed  by  Section  43,  power  should  have  been  expressly  given  by  the  Act  to  withdraw 
them,  and  yet  that  no  such  power  should  have  been  given  with  respect  to  the  general  re- 
strictions above  stated  which  are  contained  in  Section  42  of  the  Act. 

The  remedy,  then,  for  any  anomaly  which  now  exists  is  to  increase  the  number  of  local 
legislative  assemblies,  and  to  aim  at  restricting  the  general  legislature  as  much  as  possible 
to  legislation  of  a  general  character.  That  there  has  been  hitherto,  in  regard  to  both 
points,  a  very  wide  departure  indeed  from  the  intention  of  those  by  whom  the  Indian 
Councils'  Act,  1861,  was  framed,  no  one  will  doubt  who  will  read  paragraphs  31  to  34  of 
the  Secretary  of  State's  Despatch  dated  the  9th  of  August  1861.  In  these  paragraphs  it 
was  assumed  that  the  Governor  General  in  Council  would  "  deem  it  expedient  to  give  effect 
without  delay  to  the  provisions  of  the  Act  in  Bengal,  the  North-Western  Provinces,  and 
the  Punjab,"  and  his  attention  was  specially  directed  to  the  provision  of  the  Act  which 
empowers  the  Governor  General^  with  the  Queen's  sanction,  to  constitute  by  proclamation 
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pew  provinces  for  the  purpose  of  the  Act,  Not  less  clearly  did  tlie  Secretary  of  State  in- 
dicate bis  view  as  to  the  expediency  of  restricting  the  Governor  Generals  Coancil  to 
general  legislation.  ^'  It  is  advisable"  (he  wrote)  ^^  that  the  several  Legislative  Councils 
should  undertake,  as  far  as  possible,  the  necessaiy  legisaltive  business  for  the  territories 
under  their  respective  jurisdictions.  The  circumstances  of  diiTerents  parts  of  India  are 
widely  different^  and  may  even,  under  the  same  general  head  of  administration,  require 
widely  different  measures  of  a  practical  character  *  *  ♦  *     .      There 

will,  however,  always  remain  some  important  subjects  to  which  for  the  most  part  general 
legislation  alone  is  applicable,  and  which  should  be  reserved  to  be  dealt  with  by  the  Council 
01  the  Governor  General.  Such  are  the  subjects  specified  in  Section  43  of  the  Act ;"  and 
then  the  Secretary  of  State  goes  on  to  point  out  that,  even  as  to  these  subjects,  the 
Governor  General  may  authon^  the  local  Councils  to  legislate  whenever  expedient.  And 
again  he  writes :  '*  *  *  •  *  as  a  general  rule,  the  Supre^ne  Legislature 
should  as  little  interfere  with  matters  of  local  administration  as  a  local  le^islatuie  should  be 

Krmitted  to  interfere  v^ith  those  matters  of  general  administration  which  are  reserved  to 
dealt  with  by  the  Council  of  the  Governor  General.** 

Now,  in  my  humble  opinion  the  policy  of  the  legislation  of  1861  was  a  right  policy,  and 

I  hold  it  to  be  matter  for  regret  that  it  has  hitherto  been  to  so  small  an  extent  acted  upon. 

J  am  very  unwilling  to  think  it  possible  that  Her  Majesty's  Government  should  now  come 

to  the  conclusion  that  it  is  desirable  altogether  to  reverse  and  set  aside  that  policy. 

BiU  regarding  Zemindary  dMca.  That  there  was  ample  justification  for 

:   forJmeodS^'lSrttoreco.^  the  establishment  in  1861  of  a  local  legis- 

„    for  the  better  enforoeuMt  of  diflcipHne  in  the  CakattaHoiue  of  Correction.  iature  m    Bengal,   m    which    the    Natives 

„   as  to  the  regiatration  of  Niijote  and  Khamar  lands.  and  the  Europeans  of  the  province  should 

:'   SiSS:.t:^f'Sl';'r'""''"''-  bo*  be  fally  represented,  may  be  demoa. 

„    regarding  the  coUectioB  of  tolk  on  canals,  &c  in  Hidgallee  and  Tamlook.  Strated  by  a  Simple  recital  {see  margin)  Of 

„    to  increase  the  dnes  kriable  in  the  Port  of  Calcutta.  the  measures  rektiog  to  Bengal  concerns 

„    «g«djg  Uie  hoisting  of  signals  by  vesseU  pasdng  signal  stations  on  the  Ri.er   ^j,j^^  ^^  ^^^  ^^^jj,y  i^Jrogress,  and 

„    to  enable  the  Taloekdars  of  Sootanooty,  &c  to  reoorer  their  rents.  were  taken  up  by  the  new  Council. 

It  may  be  that  there  is  not  even  now  in  the  Worth-Western  Provinces  and  the  Punjab, 
and  in  other  provinces,  the  same  variety  of  local  matters  requiring  legislation  which  is  found 
m  Bengal,  and  no  doubt  also  there  are  not  the  same  means  in  other  provinces  w  hich  there 
are  in  Bengal  for  securing  an  effective  and  useful  representation  of  the  public  by  non- 
officml  persons.  Still  I  am  satisfied  that  there  can  be  no  insuperable  difficulty  in  any 
province  in  fomiinff  a  body  for  local  legislation  which  will  be  found  better  adapted  to  local 
circumstances  and  local  reouirements  than  the  Council  of  the  Grovernor  General  ever  can 
be.  Probably  it  may  be  necessary  that  for  some  time  to  come  the  t)fficial  element  in  the 
local  Councils  of  other  provinces  should  be  in  stronger  proportion  to  the  non-official  element 
than  it  is  in  Bengal. 

I  venture,  then,  to  urge  strongly  that  the  principle  of  local  legislatures  in  which  the  local 
public  and  local  interests  shall  be  represented,  partly  by  official  persons  and  partly  by  non- 
official  persons,  may  not  be  abandoned,  but  that,  on  the  contrary,  the  intention  of  the 
legi>lation  of  1861  may  yet  be  practically  accepted  and  acted  upon,  the  ultimate  aim  beiuff 
to  restrict  the  general  legislature  absolutely  to  matters  of  general  administration.  And 
advocating  as  I  do  this  policy  in  its  widest  application,  I  may  perhaps  be  permitted  to 
mention  what  it  seems  to  me  would  be  a  material  improvement  hi  the  character  of  the 
relation  borne  by  local  legislatures  to  the  central  authority.  At  present,  under  the  Indian 
Councils'  Act,  a  law  pass^ed  by  a  local  legislature  requiies  the  assent  of  the  Governor 
General  individually,  and  if  the  Governor  General  withholds  his  assent,  he  is  required  to 
signify  ill  writing  his  reason  for  doing  so.  In  my  opinion  it  nould  be  conducive  to  the 
public  good  if  the  law  were  altered  so  as  to  require  the  assent  of  the  Governor  General  in 
Council  10  a  law  passed  by  a  local  legislature,  and  if  it  were  provided  that  whenever  the 
Governor  General  in  Council  sees  reason  to  vrithhold  assent  to  a  law,  a  statement  of  the 
grounds  on  which  it  is  thought  necessary  to  do  so  shall  be  communicated  to  the  Governor 
or  Lieutenant  Governor  concerned,  and  that  it  shall  be  competent  to  the  Governor  or 
Lieutenant  Governor  thei^upon  to  tender  for  consideration  by  the  Governor  General  in 
Council  such  further  explanation  and  statement  as  may  seem  to  him  advisable,  and  that 
the  Governor  General  in  Council  shall,  after  due  consideration  of  such  further  explanation 
and  statement,  oomniunicatc  his  final  decision  in  the  matter.  I  am  not  sure  that  the  actual 
terms  of  the  existing  law  do  not  in  fact  permit  of  this  course  being  taken.  It  has,  how- 
ever, never  been  so  understood,  but  on  the  contrary,  the  declaration  of  the  Governor 
General  that  he  withholds  his  assent  has  been  deemed  to  be  final. 

There  is  still  one  other  point  which  I  have  to  notice  in  connection  with  legislation,  and 
that  is  the  suggestion  to  vest  the  power  of  legislation  with  respect  to  certain  provinces  in 
the  executive  authority.  This  principle,  I  desire  to  point  out,  was  distinctly  abandoned  by 
PaHiament  in  the  Act  3  &  4  Will.  4,  c.  85.  That  Act  for  the  first  time  constituted  what 
was  virtually  a  separate  leonslative  body.  A  member  was  added  to  the  Governor  G^neraPs 
Council,  who  was  excluded  from  sitting  or  voting  at  any  meetings  except  those  for  making 
laws,  and  a  clear  distinction  was  drawn  between  the  making  off  laws  and  regulations,  ana 
the  exercise  of  other  functions,  by  a  provision  that  for  the  former  purpose  the  Governor 
General  and  at  least  three  of  the  ordinary  members  should  be  assembled,  while  all  other 
functions  of  the  Governor  General  in  Council  might  be  exercised  by  the  Governor  General 
and  one  ordinary  Member  of  Council. 

By  a  misapprehension  of  the  law,  it  seems  to  have  been  held  that  the  Act  of  Parliament 
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,  above-mentioned  was  not  applicable  to  the  case  of  provinces  subsequently  acquired,  and  the 
Governor  General  in  Council  assumed  to  himself  the  authority  of  governing  such  terri- 
tories (the  Punjab  probably  was  the  first  instance)  by  means  of  orders  issued  in  his  execu- 
tive capacity.  After  a  lime  it  came  to  be  discovered  (Mr.  Peacock  apparently  first  pointed 
it  oat  in  1852)  that  this  was  a  mistfake,  and  eventually  the  Indian  Councils^  Act  of  1861 
attempted  to  set  the  matter  right  by  declaring  that  no  rule,  law,  or  regulation  which  prior 
to  the  passing  of  the  Indian  Councils'  Act  had  been  made  for  any  non-re?ulation  province 
should  be  deemed  invalid  only  by  reason  of  the  same  not  having  been  made  in  conformity 
with  the  provisions  of  the  Act  3  &  4  Will.  4,  c.  86,  or  of  any  other  Act  of  Parliament.  It 
16  my  belief  that  this  provision  has  given  rise  to  very  grave  doubts  as  to  what  is  law  and 
what  is  not  law  in  the  Punjab  and  other  provinces  similarly  situated,  the  popular  notion 
apparently  being  that  every  order  that  ever  was  passed  by  the  executive  Government  has 
been  converted  into  law,  while  under  the  narrower  and  more  rational  view  that  nothing  has 
been  made  law  by  the  Indian  Cuuncils'  Act  which  it  whs  not  the  intention  of  the  executive 
authority  at  the  time  to  promulgate  as  law,  leaves  it  extremely  difficult  to  determine  what 
rules  and  regulations  do  actually  fall  within  that  category. 

I  hope,  therefore,  that  if  in  respect  of  legiMation  it  is  determined  that  in  certain  f)rovince8 
**  the  executive  authority  within  them  "  shall  have  power  to  make  regulations  having  the 
force  of  law,  it  will  be  made  clear  that  such  regulations  shall  be  passed  and  promulgated 
as  law,  so  that  it  shall  not  be  left  open  to  constant  discussion  in  future  years,  as  is  now  the 
case  under  the  operation  of  section  25  of  the  Indian  Councils'  Act,  whether  this  or  that  rule 
passed  by  the  executive  Government  is  or  is  not  a  law.  So  far  as  the  Punjab  and  some 
other  provinces  which  are  integral  non-regulation  provinces  are  concerned,  the  proposed 
arrangement  falls  in,  to  a  certain  extent,  with  my  view  as  to  the  advantages  of  local  legis- ' 
latiou,  but  I  would  strongly  advocate  the  association  with  the  executive  authority  of  other 
official  persons,  and  whenever  the  conditions  of  native  or  European  society  admits  of  it,  of 
non-official  persons  besides.  In  the  case  of  Bengal  I  can  see  nothing  to  be  gained  from 
separating  the  so-called  non-regulation  provinces  from  the  local  legislature.  There  will 
assuredly  never  be  any  difficulty  in  passing  through  the  local  legislature  any  law  which  the 
particular  circumstances  of  Assam  or  Chota  Nagpore  may  require,  and  there  seems  to  me 
to  be  a  strong  objection  in  principle  to  giving  to  the  executive  authority,  especially  if  that 
authority  is  a  single  individual,  the  power  to  make  regulations  having  the  force  of  law. 

I  therefore  dissent  from  what  I  understand  to  be  the  suggestion  stated  in  the  Secretary  of 
States's  Despatch,  and  would  urge  that  under  every  Government  there  should  be  a  local 
legislature  separate  from,  though  of  course  comprising,  the  executive  authority. 

I  turn  now  to  the  important  question  whether  the  machinery  of  executive  administration 
in  Bengal  requires  alteration  and  expansion. 

Let  me  state  generally  what  the  Government  of  Bengal  is :  ' 

The  provinces  administered  by  the  Lieutenant-Governor  of  Bengal  contai4i  an  area  of 
over  240,000  square  miles,  with  a  population  of  between  forty  and  fifty  millions.    These 

Erovinces  are  formed  into  eleven*  commissioiierships  (exclusive  of  Calcutta^,  54  districts, 
esides  the  tributary  states,  the  native  state  of  Cooch  Behar  and  the  Soonderouns. 
For  conducting  the  judicial  and  executive  administration  of  these  territories,  there  are 
employed,  exclusive  of  the  High  Court,  33  judges  of  divisions  or  districts,  and  236  subordi- 
nate civil  judges;  54  collector  magistrates ;t  54  joint  magistratest  and  deputy  collectors, 
and  347  assistant  or  deputy  magistrates  f  and  collectors.  The  police  force  employed 
amounts  to  about  33,000  men  of  all  grades. 

The  annual  revenue  of  Bengal  is  in  round  numbers  16,000,000  /.  (exclusive  of  municipal 
taxation),  and  the  annual  civil  expenditure  amounts  to  5,000,000  /. 

In 


*  Names  of 
Commissioner- 
shipt. 


Presidency 


finrdwan  - 


Rajshahye 


j 


1 


Bhaugnlpore     - ; 


Names  of  Districts. 


Names  of 

Commissioner* 

ships. 


Calcutta. 

The  24  Pergonnahs. 

Nuddea. 

Jessore. 

'1  he  Soonderhons. 

Burdwan. 

fieerbhoom. 

Bancoorah. 

Hooghly. 

Howrah. 

Midnapore. 

Maldah. 

Dinagepore. 

Rangpore. 

Bogndi. 

Rajshabye. 

Pabna. 

MoorshedabmL - 

Bhaognlpore. 
Monghyr. 
Pttrneah. 

The    Sonthal    Pei^ 
gunnahs. 


Patna 


CatUck    - 


Dacca 


Chittagong 


'i 


Names  of  Districts. 


Patna. 

Shahabad. 

Behar. 

Sanin. 

Chnmpamm. 

Tirhoot. 

Cuttack. 
Pooree. 
Balasore. 

The  Tributary  Me- 
hals. 

Dacca. 

Mymensing. 

Sylhet 

Cachar. 

Furreedpore. 

Backergunge. 

Chittagong. 
Chittagong 

Tracts. 
Tipperah. 
Balioab. 


HUl 


Names  of 

Commissioner- 

ships. 


Assam 


Chota  Nagpore- 


Dames  of  Districts. 


Cooch  Behar 


Kamroop. 
Dorrang. 
Nowgong. 
Seebsagur. 
Luckimpore. 
Naga  Hills. 
Cossyah  and  Jynteah 
Hills. 

Lohardugga. 

Hasareebaugh. 

Singbhoom. 

Maunbhoom. 

The  Tributary  States. 

Ooiralparrah(with  the 
Eastern  Dooars). 

The  Western  Dooars. 

The  Oarrow  Hills* 

Daijeeling. 

The  Natire  State  of 
Cooch  Behar,  at 
present  under  our 
management. 


t  These  include  the  officers  who  in  non-regulation  districts  exercise  the  same  powers  under  different  titles. 
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w   w  V    Denartm  t  '   1  d-        ^^  •addition  to  the  judicial,  revenue,  and  police  establishments  above 
ing  Baawayg.  en ,  in  a       referred  tQ^  t^g    Lieutenant    Governor   has   to  exercise  supervision  and 

Department  of  Public  Instruction.       control  over  the  departments  named  in  the  margin,    llie  mere  enumeration 
Medtol  Department.  q{  these  departments  will  suffice  to  indicate  the  amount  of  labour  and 

•ffff»]fffiMH^i   "  responsibility  which  the  control  of  the  large  establishments  and  the  varied 

Begistntion     ,,  duties  they  comprise   must  in  the  aggregate  involve.     The  public  works 

Marine  (indutog  Pilote,  &c.)  department  is  administered  through  a  separate  secretariat     The  expendi- 

^^2     ^*^^  ture  on  establishments  during  1866-67  (the  last  year  for  which  accounts 

Forest  '/,  are  made  up)  was  164,776/.,  and  the  total  expenditure , of  the  department 

^2!SJ^®°    "  was  close  upon  1,000,000 /.     The  control  of  this  department  includes  not 

'*""*  only  that  of  ordinary  public  works  and  communications  throughout  Bengal, 

but  also  correspondence  connected  with  the  working  of  the  railways,  and  with  irrigation. 
The  latter  is  certain  to  increase  largely  both  in  importance  and  extent ;  the  former  comprises 
the  supervision  of  the  four  lines  of  railway  at  present  open  in  Bengal,  and  beyond  Bengal 
to  Delhi  and  Jubbulpore  respectively.  The  length  of  open  railway  under  the  Bengal 
Government  is  1,523  miles;  of  railway  under  construction,  192  miles. 

The  department  of  public  instruction  expends  annually  some  220,000 /•  It  includes 
about  60  gazetted  appointments,  apart  from  tne  numerous  inferior  appointments. 

The  duties  entailed  by  the  supervision  of'  the  medical  department  are  both  important  and 
onerous  in  Bengal  from  the  great  number  of  mofussil  dispensaries,  the  frequent  calls  for 
special  measures  on  account  of  epidemic  diseases,  the  introduction  of  vaccination  circles^ 
and  the  large  hospitals  at  the  Presidency. 

There  is  a  gaol  in  each  of  the  64  districts,  besides  smaller  prisons  at  each  of  the  sub- 
divisions into  which  the  districts  arc  divided.  The  total  number  of  persons  imprisoned 
during  any  one  year  in  Bengal  may  be  taken  at  about  116,000,  and  the  permanent  prison 
population  at  about  40,000. 

The  registration  department  is  new.  The  fees  received  last  year  amounted  to  29,810  /. 
It  employs  22  special  officers  on  fixed  salaries,  besides  32  sub-registrars  paid  by  fees.  It  is 
a  department  which  will  certainly  grow. 

The  large  trade  of  the  port  of  Calcutta,  and  the  fact  that  some  800  vessels  with  an 
aggregate  tonnage  of  690,000  tons  annually  visit  it,  will  indicate  the  labour  and  responsi- 
bility involved  in  the  control  of  the  marine  department,  including  a  pilot  establishment  of 
nearly  100  members,  and  the  Harbour  Master's  department  of  28  members.  To  this  is  to 
be  added  the  control  of  expenditure  on  river  steamers,  light  vessels,  pilot  brigs,  surveying 
and  dredging  vessels,  and  the  control  of  the  minor  ports. 

The  survey  department  under  the  Government  of  Bengal  includes  63  gazetted  appoint- 
ments. 

The  importance  of  the  opium  department,  which  brings  in  4,000,000  /.  of  revenue,  scarcely 
requires  to  be  dwelt  upon ;  but,  fi  om  the  uncertainty  of  this  revenue,  the  operations  of  the 
department  require  an  amount  of  careful  supervision,  and  involve  a  responsibility,  which  are 
not  adequately  measured  by  the  mere  numerical  strength  of  the  establishments. 

The  amount  of  work  connected  with  the  emigration  department  may  be  understood  by 
reference  to  the  statistics  of  1866-66,  from  which  it  will  be  seen  that  the  number  of 
emigrants  shipped  to  the  Colonies  in  that  year  was  about  20,000,  and  the  number  engaging 
for  the  tea  districts  was  46,000.  The  emigration  to  the  tea  districts  has  in  fact  added  very 
greatly  to  the  anxiety  and  the  work  of  the  Lieutenant  Governor  during  the  last  five  years. 

Of  the  Customs  Department  it  is  sufficient  to  say  that  it  exhibits  a  net  revenue  of 
2,500,000  /.,  ihat  the  value  of  annual  imports  may  be  stated  at  23,000,000  L,  and  that  of 
the  exports  at  26,000,000  /. 

The  extent,  variety,  and  importance  of  European  interests  in  Bengal,  add  immensely 
both  to  the  labour  and  the  anxieties  of  the  Government. 

To  this  meagre  outline  of  the  labour  and  the  responsibilities  devolving  upon  the  Bengal 
Government  in  connection  with  the  internal  administration  of  the  country,  it  has  to  be 
added  that,  throughout  the  whole  length  of  its  northern  and  eastern  frontier,  from 
Darjeeling  to  Chittagong,  a  distance  of  f,000  miles,  Bengal  is  bordered  by  wild  and  bar- 
barous tribes,  from  whose  raids  the  country  has  never  hitherto  been  secure,  whom  it  has 
not  yet  been  found  possible  to  subdue  by  conciliation,  and  whom  we  can  seldom  punish 
satisfactorily  by  hostilities.  In  the  one  annual  report  of  1866-67,  raids  are  refeired  to  by 
the  Nagas,  the  Mishmees,  the  Shindoos,  and  the  Looshai  Kookies,  and  the  possibiHty  of  a 
raid  from  the  Abors  is  discussed.  It  need  scarcely  be  said  how  such  a  frontier  must  increase 
the  difficulties  and  the  work  of  the  Government. 

The  complete  separation  (below  the  head  of  the  Government)  of  the  administration  of 
Bengal  from  the  general  administration  of  India  dates  from  1843,  in  which  year  Lord 
EUenborough  assigned  a  separate  secretariat  establishment  to  the  Bengal  administration,  by 
which  the  whole  civil  business,  including  public  works,  was  to  be  transacted.  The  establish- 
ment which  it  was  at  that  time  thought  right  to  assign  to  the  work  of  the  Bengal  Govern- 
ment was  one  secretary  and  two  under-secretaries. 

In  1864  the  further  step  was  taken  of  appointing  a  permanent  Lieutenant  Governor, 
thereby  separating  entirely  the  local  administration  of  Bengal  from  the  office  of  Governor 
General.  And  the  Governor  General  ceased  to  be  Governor  of  the  Presidency  of  Fort 
William  (17  &  18  Vict.  c.  77,  s.  6). 

In  1869,  or  1860,  a  separate  public  works*  secretariat  was  given  to  the  Bengal  Govern- 
ment.   The  secretary,  however,  is  also  chief  engineer  of  the  provinces. 

From  a  statement  which  TV  as  prepared  some  years  ago,  I  find  that  the  amount  of  cor- 
respondence. 
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respoDcience  which  passed  through  the  Bengal  Secretary's  oflSce  in  1844,  was  18,144  letters 
received  and  is^sued.  In  the  past  year,  1867,  the  amount  of  correspondence  which  pASsed 
through  the  different  sectretariats  of  the  Bengal  Government,  was  62,878  letters  received 
and  issued.  Of  tins  correspondence,  43,081  letters  belonged  to  the  civil  administration, 
and  19,797  to  the  public  works  branches  of  the  secretariat. 

The  following  figures  show  the  whole  business  of  the  Bengal  Government,  including 
public  works,  at  three  different  periods : — 

1844      ------     1.8,144  letters. 

1856       ------     34,670       „ 

1867 62,878       „ 

The  following  figures  show  the  business  of  the  civil  administration  only,  in  each  year 
from  1859  inclusive.  (Previous  to  1859  there  is  no  means  of  separating  the  civil  from  the 
public  works  business)  : — 

1859  -    -    -    -  25,527  1864   -    -    -  -  37,545 

1860  -    .    -    -  29»022  1805   -    -    -  -  38,978 

1861  -    -    -    -  30,542  1866   -    -    -  -  38,130 

1862  -    -    -    -  33,881  1867   -    -    -  -  43,081 

1863  -    -    -    -  37,072 

Till  within  the  last  few  weeks  the  secretariat  for  the  business  of  the  civil  administration 
(exclusive  of  public  works)  was  of  exactly  the  same  strength  as  that  which  was  deemed 
necessary  in  1843. 

In  a  letter  just  written  to  the  Government  of  India,  asking  for  an  increase  of  office 
establishment  to  this  branch  of  the  secretariat,  the  following  remark,  with  reference  to  the 
amount  of  correspondence  in  1867,  has  been  made:  **  It  is  possible  that  the  cessation  of 
the  correspondonce  arising  out  of  the  famine  may  operate  to  reduce  to  some  extent  the 
number  ot  receipts  and  issues  during  the  current  year.  But  the  remodelling  of  the  forest 
department;  the  prominence  recently  given  to  vaccination;  the  resolution  to  undertake 
comprehensive  measures  to  improve  sanitation  and  the  appointment  of  a  Sanitary  Commis- 
sioner for  Bengal ;  the  expansion  of  the  new  police  and  of  the  new  registration  depart- 
ment; the  steps  taken  for  the  sanitary  administration  of  military  cantonments,  &c.,  will, 
unquestionably  have  the  effect  of,  at  least,  neutralising  any  reduction  in  other  departments, 
and  will,  perhaps,  cause  a  positive  increase  of  work  in  the  aggregate.  In  any  case,  it  can- 
not be  doubted  that  the  tendency  of  the  work  in  future  will  be,  as  heretofore,  to  go  on 
increasing.'* 

I  believe  this  to  be  a  very  moderate  statement.  I  believe  myself  that  the  correspondence 
both  in  the  civil  secretariat,  and  in  the  public  works  secretariat  is  quite  certain  to  go  on 
increasing ;  and  in  this  belief  it  seems  impossible  to  doubt  that  a  further  material  alteration 
of  some  kind  in  the  machinery  of  administration  in  the  l^wer  Provinces  of  Bengal  is 
urgently  called  for.  It  is  difficult  to  write  on  the  point  without  seeming  to  use  exaggerated 
language,  but  I  express  no  more  than  my  honest  conviction  when  I  say  that  I  believe  it  to 
be  simply  impossible  (or  any  one  man,  with  such  a  staff  as  has  hitherto  been  allotted  to  the 
Government  of  Bengal,  to  do  tolerable  justice  to  the  enormous  mass  of  work,  and  to  the 
important  and  vari^  interests  which  the  head  of  the  Bengal  Government  has  to  deal 
with. 

As  regards  the  work,  I  do  not  know  that  I  can  put  it  in  any  stronger  light  than  by 
pointing  out  that  the  amount  of  work  which  now  devolves  on  the  Bengal  Government  is 

freater  than  that  which  devolved  upon  the  Government  of  India  at  the  time  when  Lord 
^alhousie  first  proposed  to  divide  the  transaction  of  business  between  the  Governor 
General  and  the  members  of  his  council.  Lord  Dalhousie  had  previously,  in  a  memoran- 
dum which  he  submitted  to  the  Chairman  of  the  Board  of  Control,  stated  that  "  whenever 
the  local  duties  of  the  Government  of  Bengal  shall  be  withdrawn  from  the  Governor  General, 
the  proper  duties  of  the  general  Government  will  still  constitute  a  mass  more  than  sufficient 
to  occupy  all  the  time,  and  to  task  all  the  powers  of  the  ablest  man  that  can  be  found  to  fill 
the  office^"  And  when  early  into  1864,  with  the  assured  prospect  before  him  of  an  imme- 
diate relief  from  the  Government  of  Bengal,  he  proposed,  m  conformity  with  the  above 
opinion,  a  division  of  work  between  the  Governor  General  and  the  members  of  his  council, 
it  is  a  fact  that  that  work  consisted  of  a  smaller  number  of  letters  received  and  issued  than 
the  work  of  the  Government  of  Bengal  now  consists  of.  Including  the  military  business  of 
the  Government  of  India,  the  comparison  between  the  business  of  that  Government  in  1853, 
and  the  business  of  the  Government  of  Bengal  in  1867,  stands  as  follows: — 


1853. 
Government  of  India 


I  55,841  letters. 


Home  Department* 

Foreign      ditto 

Financial    ditto 

Military     ditto 

1867. 

Government  of  Bengal        -*-----    02,878      „ 


To  assist  in  the  work  of  the  Government  of  India,  there  was  in  1853  a  secretariat  slafF 
of  four  highly  paid  secretaries,  with  four  under  secretaries,  besides  three  members  of 

council, 

*  At  this  time  the  Public  Works  business  and  the  Iiegislative  business  were  both  Iransaoted  in  the 
Home  Department. 
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council,  iii'bo,  even  Wfore  the  formal  recognition  of  the  principle  of  dividing  the  busineagy 
did,  it  may  be  presumed,  give  some  relief  to  the  Governor  QeneraK 

In  1867  the  secretariat  stiiifof  the  Bengal  Government  consisted  of  one  Srcreiary  with 
einoiuments  below  those  of  a  Commissioner  of  Revenue,  two  Under  Secretaries,  and  a  Public 
Works'  Secretariat. 

1  am  certain  that  no  such  great  anomaly  has  been  seen  iu  India  during  the  last  few  years  as 
the  existing  Civii  Goyeritnient  of  Bengal  contrasted  witli  other  civil  governments.  I  have 
shown  above  how  its  work  and  lis  secretariat  establishment  of  1867  contrast  with  the  work 
and  the  secretariat  establishment  nf  ttie  Government  of  India  in  1853;  how  the  foimer 
(making  every  allowance  for  the  work  of  the  Government  of  India  being  on  the  average  of 
a  higher  ai»d'more  important  sort)  was  ncttialiy  more,  while  the  latter  was  very  much  less. 
I  have  not  the  tueans  of  accurately  comparing  the  present  work  of  the  Bens^al  Government 
with  the  present  work  'A  the  Civil  Administmtion  (including  Public  Works)  of  (say)  ihe 
Madras  Governmei>t  But  I  am  satisfied  that  in  amount  the  former  must  be  fully  double 
the  latier.  Yet  the  civil-  staff  of  the  Madras  Government  comprises  two  Members  of 
Council,  two  hi>«hly  paid  Secretaries  and  two  Under  Secretaries,  besides,  as  in  Bengal,  a 
Public  Works'  Secretariat.  It  is,  indeed,  manifestly  impossible  tliat  a  Government  having 
the  far  lar-er  area,  the  far  larger  public  establishments,  the  far  larger  revenue,  the  fiu:  more 
numerous  and  variid  interests  which  Bengal  has,  as  compared  with  Madras  should  not  have 
^  amount  of  public  business  to  trans^act  infinitely  greater  and  more  onerous  than  the 
smaller  Government.  And  yet,  up  to  the  present  time^  while  to  the  smaller  interests  and 
responsibilities  of  Madras  have  been  given  a  Government  and  a  secretariat  constituted  as 
above-nicntioneHy  it  has  not  been  thought  wrong  to  entrust  the  extensive  and  varied  interests 
and  the  enormous  responsibilities  connected  with  the  Government  of  Bengal  to  a  Lieutenant 
Governor,  aided  by  a  very  weak  secretariat.  I  remarked  of  this  s<cretariat,  in  a  recent 
Minute  which  I  submitted  to  the  Government  of  India,  that,  "  it  has  been  notoriously 
over-weighted  for  years,"  and  I  confess  that  to  me  it  is  matter  of  surprise  that  the  Lieutenant 
Governor  and  his  secretariat  have  not  long  asi;o  fairly  broken  down.  Looking  merely  to 
what  I  know  myself,  namely,  the  work  of  1867,  I  affirm  that  it  is  altogetner  impossible 
that  that  auiouut  of  work  should  be  properly  and  thorougkly  done  by  any  one  man,  even 
with  the  aid  of  a  strong  secretariat.  Either  a  great  deal  ot  substantial  business,  not  merely 
routine  business,  must  be  left  absolutely  and  avowedly  to  the  secretariat  to  dispose  of,  or 
some  other  means,  of  relieving  the  Lieutenant  Governor  must  be  adopted. 

This  brings  me  at  once  to  the  question,  what  alteration  is  it  desirable  to  make  in  the 
present  system  and  arrangements  for  administering  the  Provinces  now  under  the  Lieutenant 
Governor  of  Bengal? 

1  find  the  several  expedients  suggested  for  consideration  in  the  Secretary  of  State's 
Despatch  to  be  as  follows: — 

li  Thai  the  Government  of  Bengal  should  be  placed  on  ft  footing  similar  to  that  of 
the  Presidencies  of  Madras  and  Bombay. 

2.  That  thie  administration  of  Bengal  should  be  placed  in  the  same  hands  as  die 
general  administration  of  India. 

3.  That  the  relations  which  formerly  subsisted  between  the  Governor  General  and 
Bengal  should  be  restored,  with  this  modificaiion,  however,  of  the  former  arrangement, 
that  one  of  the  members  of  the  Governor  GenefaFs  Council  should  act  at  all*  times  as 
a  Lieutenant  or  Deputy  Governor. 

4.  That  some  separate  provision  should  be  made  for  the  administration  of  the  outlying 
portions  of  the  Lieutenant  Governorship,  which  are  not  comprehended  within  the  old 
limits  of  Bengal  and  Behar. 

Taking  the  second  and  third  of  these  suggestions  together,  I  would  submit  that  tliere  are 
very  strong  objections  to  a  re-amalgamation  of  the  Governments  of  India  and  of  Bengal. 
I  will  agam  quote  from  the  paper  which  Lord  Dalhousie  wrote  many  years  ago.  He 
said: 

"  The  primary  duty  of  the  Governor  General  of  India  is  the  general  government  of 
the  Indian  Empiie.  To  those  duties  of  general  government,  and  to  the  geneal  suner- 
intendence  of  tne  several  local  governments,  his  whole  time  and  attention  should  be 
given.  Some  encroachment  on  the  exact  limits  of  this  principle  must  probably  be 
made  for  years  to  come,  by  the  necessity  of  providing  for  the  government  of  the  new 
provinces.  But,  ultimately,  the  head  oi  the  administration  ought  to  be,  what  his  title 
imports,  the  Governor  General  of  India;  and  he  ought  to  be  relieved  altogether  from 
the  labour  of  administering  the  details  of  a  local  government. 

*'  1  base  this  recommendation  not  upon  any  mere  theoretical  view  of  what  the 
position  of  a  Governor  General  ought  to  be;  I  found  it  on  my  own  personal  experience 
of  the  fiict,  that  it  is  morally  and  physically  impossible  that  the  Governor  General 
shoirid  efficiently  discharge  all  the  duties  that  are  now  imposed  upon  him.  He 
cannot  properly  discharge  his  functions  as  Governor  General,  and  faithfully  perform 
also  the  duties  of  tiie  locfil  Governor  of  Bengal. 

*  *  *  «  * 

*  *  *  *  *        > 

^^The 

*  I  understand  this  to  l)e  what  is  meant  Formerly  the  senior  Member  of  CooncQ  hecame  Deputy 
Governor  only  in  the  abseaco  of  the  Governor  General. 
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*•  The  wise  resolution  of  Parliament  to  separate  the  local  administration  of  Bengal 
from  the  office  of  the  Go^eral  General,  will  effisct  an  invaluable  improvement,  and 
will  lend  greatly  to  set  the  head  of  the  Government  free  to  apply  himself  to  the 
numerous  hieasures  of  general  improvement,  which  the  exigencies  of  current  affairs  now 
compel  him  to  postpone  or  to  abandon.  •  #  ♦  Whenever  the  local  duties  of  the 
Government  of  Bengal  shall  be  withdrawn  from  the  Governor  General,  tke  proper 
dutie:^  of  the.  general  government  will  still  constitute  a  mas?  more  than  s^ifficient  to 
occupy  all  the  lime^  and  to  task  all  the  powers  of  the  ablest  man  that  ran  be  found 
to  fill  the  office.** 

And  in  the  same  paper  Lord  Balhousie  albO  wrote  the  following  words : 

'^  All  administrative  business  has  a  tendency  to  increase  in  bulk.  And  when  we 
consider  the  great  career  of  improvement,  material,  m»>ral  and  social,  on  which  we  are 
entitled  to  believe  that  the  Government  of  India  is  now  at  lust  as  able  as  it  has  lung 
been  willing  to  enter^  we  cannot  doubt  that  India  will  form  no  exception  to  the  generd 
rule  which  governs  the  gradual  increase  of  public  Jbnsiness.'* 

I  am  not  in  a  position  to  state  in  figures  the  increase  of  the  business  of  the  Government 
of  India  since  1853,  but  from  my  recent  connection  with  that  Government,  \  know  the 
increase  to  have  been  immense  in  all  the  old  departments,  while  two  new  and  important 
depirtments,  the  public  works  and  the  legislative,  have  been  added.  Indeed,  the  mere 
increase  in  the  superior  branches  of  the  administrative  machinery  sufficiently  shows  the 
accuracy  of  Lord  Dalhousie's  provision. 

While  in  1863  there  were — 

4  Ordinary  Members  of  Council. 
4  Secretaries  to  Government. 

4  Under  or  Assistant  Secretaries  to  Government. 
There  are  now — 

5  Ordinary  Members  of  Council. 
*6  Secretaries  to  Government. 

tl?  Joint,  or  under,  or  Assistant  Secretaries. 

In  the  meanwhile,  the  business  of  the  Bengal  Government,  as  already  stated,  has  also 
very  largely  increased,  and  probably  it  is  not  an  exaggeration  to  say  that  the  united  business 
of  the  two  Governments  is  at  present  three  or  four  times  greater  ttian  it  was  in  1853,  when 
Lord  Dalhousie  declared  it  to  be  "a  burden  which  it  was  not  in  mortal  man  to  Kustain.*' 

Ihe  rapid  development  of  public  business  in  India  during  the  last "10  or  12  years  seems 
tome  indeed  to  suggest  forcibly  the  necessity  of  moving  onward  in  the  direction  pointed 
out  by  Lord  Dnlhousie,  rather  than  the  expediency  of  going  back  to  the  position  which  he 
so  dedsively  denounced.  Lord  Dalhousie,  it  will  have  been  seen,  contemplated  that  the 
Government  of  India  would  for  some  time  find  it  necessary  to  concern  itself  directly  with  the 
local  affairs  cf  the  new  provinces,  but  he  clearly  did  not  propose  that  the  arrangement  should 
be  permanent.  On  the  contrary  he  deprecate  d  this.  The  new  provinces,  at  the  time  he 
wrote,  Mere  the  Punjab,  Burmah,  and  Nagpore.  The  province  of  Oude  was  subsequently 
added.  The  Punjab  was  some  years  ago  constituted  a  lieutenant  governorship,  but  the 
other  provinces  above  named  still  remain  in  the  form  of  chief  commissionerships,  "  under 
the  immediate  authority  and  management  of  the  Governor  General  in  Council.'*  These 
words  of  the  Act  of  Parliament  do  not  perhaps  quite  correctly  express  the  actual  state  of 
the  case;  but  the  provinces  in  question  ar^  no  doubt  so  far  under  the  immediate  authority 
of  the  Governor  General  in  Council  as  seiiously  lo  increase  the  business  which  comes  before 
the  Government  of  India.  I  confess  that  it  seems  to  me  to  be  a  most  desii-able  object  to 
restrict  the  Government  of  India  to  the  "  duties  of  general  Government  and  to  the  general 
superintendence  of  the  several  local  governments,''  as  soon  as  ever  the  provinces  now  under 
the  immediate  authority  of  the  Governor  General  in  Council  may  be  thought  to  be  in  a 
condition  to  warrant  their  being  either  constituted  separate  Governments,  or  incorporated 
with  Governments  already  existing. 

But  however  this  may  be,  it  is  impossible  for  one  who  has  watched  the  great  and  rapid 
increase  of  public  business  in  India  during  the  last  10  years,  not  to  view  with  alarm  and 
dismay  a  proposal  to  re-unite,  at  the  present  day,  the  functions  of  Governor  General  of  India 
wiih  that  of  GovenK)rofby  far  the  most  important  and  onerous  local  Government  in  India. 
I  cannot  imagine  any  measure  that  would  be  more  capririous  and  less  justifiable  at 
the  present  time,  than  to  take  away  from  Bengal  its  separate  Government  and  its 
separate  Legislature,  and  to  tack  it  on  as  an  appendage  to  the  general  Government  of 
India,  which  Government,  I  very  confidently  affiim,  has  already  more  public  business  of 
detail  on  its  hands  than  it  ought  to  have.  I  submit  that  to  any  one  who  will  seriously 
consider  what  Bengal  is — with  its  vast  material  interests,  its  large  and  powerful 
European  community,  its  educated  native  classes  who  are  rapidly  becoming  capable  of 
niaking  themselves  heard  with  full  as  much  effect  as  any  Euro|>ean  public  can  do, — the 

only 

*  In  this  miinber  is  induded  the  secretary  in  the  Legislative  Department.  He  is  called  an  assistant 
eecretary,  but  he  ia  to  all  intents  and  purposes  the  bead  of  his  department,  under  the  Member  of  Council, 
who  is  charged  with  the  Legislative  business. 

I  This  number  does  not  indnde  the  Comptroller  General  or  the  Accountant  General  in  the  Military  and 
Public  Works  Departments,  though  these  omcera  do,  in  fact  to  some  extent,  work  in  immediate  connection 
with  the  secretariat.    Neither  office  existed  as  a  separate  office  in  1853. 
0.8l.  Q  2 
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only  question  which'  will  appear  admissible  is^  how  can  the  separate  Goyernment  of  this 
great  and  advanced  province  be  most  efficiently  provided  for? 

But  before  proceeding  to  consider  this  question,  I  would  notice  the  suggestion  that 
separate  provision  should  be  made  for  the  outlying  portions  of  the  Presidency  which  are 
notcompiehended  within  the  old  limits  of  Bengal  and  Behar. 

This  suggestion  doubtless  hns  in  view  the  creation  of  Chief  Commissionerships  under 
the  immediate  authority  and  control  of  the  Governor  General  in  Council. 

It  will  be  apparent  from  what  I  have  already  said  that  such  a  proposal  does  not,  on 
general  grounds,  commend  itself  to  my  judgment  I  think  that  the  Grovemment  of  India 
is  already  injuriously  overlaid  with  busmess  of  a  small  and  local  character ;  and  I  believe 
that  the  existence  of  the  Chief  Commissionerships  leads  the  Government  of  India  insensibly 
to  interfere  with  the  internal  administration  of  the  Lieutenant  Governorships  to  a  greater 
extent  than  is  necessary  or  desirable.  The  Lieutenant  Governors  occupying  a  position 
between  the  older  and  full  Governments  oF  Madras  and  Bombay  on  the  one  hand,  and  the 
modem  organization  of  Chief  Commissionerships  on  the  other  hand,  it  is  perhaps  some- 
what difficult  to  fix  with  precision  what  their  exact  position  towards  the  (jovemment  of 
India  should  be,  and  it  seems  to  me  that  a  tendency  is  frequently  manifest  to  make  that 
position  approach  very  much  closer  to  the  lower  standard  than  to  the  higher  one.  It  is  only 
on  this  supposition  that  I  can  account  for  the  calls  which  I  receive  for  information  upon 
small  matters  of  the  merest  local*  interest — mutters  which  may  happen  to  have  been  noticed 
in  a  newspaper,  out  which  have  no  general  beaiing  and  involve  no  question  of  principle ; 
or  for  such  an  order  as  that  which  lately  reached  me,  not  to  appoint  to  a  newly  created 
office  on  1,500  rupees  a  month  without  reference  to  the  Governor  General ;  or  again,  for 
such  an  order  as  that  which  accompanied  the  recent  sanction  of  the  Government  of  India  to 
establish  a  small  cause  court  in  Chumparun  for  the  purpose  of  trying  suits  connected  with 
indigo,  that  I  was  not  to  exercise  a  certain  power  expressly  vested  in  the  local  Government 
by  law,  without  the  permission  of  the  Governor  General  in  Council. 

I  am  free  to  confess  that  such  orders  as  these  are  unpleasant  to  me  as  the  head  of  a 
Government,  because  they  seem  to  cairy  with  them  unavoidably  an  implied  want  of  trust. 
Aud  I  think  it  is  almost  certain,  if  the  Governor  General  in  Council  were  entirely  confined 
to  the  duties  of  general  government,  and  were  relieved  altogether,  (as  Lord  Dalhousie 
proposed  he  should  be,)  from  the  labour  of  administering  the  details  of  a  local  Government, 
that  it  would  never  occur  to  him  to  interpose  in  petty  matters,  and  in  personal  matters,  and 
in  matters  which  the  law  has  put  into  the  hands  of  the  local  Government,  as  he  now  often 
does. 

Therefore,  in  the  hope  of  seeing  some  day  a  more  distinct  and  definite  line  established 
between  ihe  general  superintendence  which  a  great  central  authority  should  exercise,  and 
that  freedom  of  executive  authority  which  should  be  entrusted  with  confidence  and 
generosity  to  local  Governments,  I  deprecate  the  Government  of  India  taking  upon  itself 
the  immediate  control  of  any  fresh  territories,  and  on  the  contrary,  recommend  that  it 
should  resign  as  early  as  convenient  the  control  of  those  which  still  remain  with  it 

Looking  to  the  particular  case  of  the  provinces  now.  in  question,  I  think  there  are  also 
special  reasons  adverse  to  their  creation  into  Chief  Commissionerships  under  the  immediate 
authority  of  the  Governor  General  in  Council.  Take,  for  instance,  the  case  of  the  out- 
lying districts  on  the  north  eastern  and  eastern  frontier.    There  are — 

The  six  districts  of  Assam  proper. 

The  Cossyah  and  Jynteah  nills. 

The  three  British  districts  of  the  Cooch  Behar  Commissionership,  including  the  per- 
manently settled  district  of  Gowalparah. 

The  district  of  Cacbar. 

Now,  the  reasons  which  may  be  properly  advanced  for  taking  territories  under  the 
immediate  authority  of  the  Governor  beneral  in  Council,  apply  with  greater  force  to  the 
western  Dooars,  the  eastern  Dooars,  and  the  tract  belonging  to  the  dfstrict  of  Daijeeling, 
than  they  do  to  Assam.  The  Dooars,  and  a  great  part  of  the  tract  belonging  to  the  district 
of  Darjeeling,  are  recentiy-acquired  territory,  and  difficult  questions  may  occur  in  con* 
nection  with  the  settlement  of  the  land  revenue  as  to  the  relative  rights  of  the  State  and  of 
individuals,  and  again,  as  to  the  proper  positions  to  be  assigned  to  the  diffisrent  parties  who 
claim  an  interest  in  the  soil. 

I  apprehend,  that  it  was  with  reference  to  the  adjustment  of  such  points  as  these,  in 
other  words,  to  the  settlement  of  the  affairs  of  the  country ^  involving  in  fact  the  equitable 
partition  between  the  State  and  the  different  classes  of  the  community,  from  the  noble  to  the 
peasant,  of  all  property  in  the  soil,  that  Lord  Dalhousie  considered  it  right  to  keep  in  the 
nands  of  the  Governor  General  in  Council /or  a  time  the  administration  of  new  provinces. 

Certainly  in  this  view  there  is  no  reason  at  all  for  bringing  Assam  under  the  immediate 
authority  of  the  Governor  General  in  Council;  and  if  it  snould  be  suggested  that  there  is 
a  special  ground  for  treating  Assam  in  an  exceptional  way,  in  the  existence  of  an  extensive 
cultivation  of  tea  in  the  province,  that  ground  is  equally  or  more  applicable  to  Cachar. 

But  to  make  one  Chief  Commissionership  out  of^the  several  districts  named  above  would 

certainly  be  very  inconvenient    They  are  so  situated  geographically,  and  the  means  of 

communication  between  them  are  so  extraordinarily  difficult,  that  the  Chief  Commissioner, 

wherever  his  head  quarters  might  be  fixed,  or  wherever  he  might  temporarily  be,  would 

^ always 

*  As,  for  example,  whether  the  report  in  a  native  newspaper  is  true  that  the  inhabitants  of  a  Certain 
village  are  suffering  from  fever  because  of  the  luxuriant  growth  of  the  jungle  round  their  village. 
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always  be  practically  further  removed  from  some  portion  of  his  jurisdiction  than  he  would 

be  if  it  weite  in  Calcutta  itself,     I  consider  it  would  be  a  great  error  t<>  place  these  several 

districts,  so  inaccessible  to  each  other,  and  havinix  no  sc»rt  of  connection*       ^  ^^     ^  ^^  ^^  ^^^  1  of  the 

with  each  other,  under  one  Chief  Commissioner;  on  the  other  hand,  it    costyah*  HiuVthc  jS^  of  ^CadSir,  the 

would  obviously  not  be  a  convenient  arrangement  to  take  the  tea  districts    people  of  the  GarrowHiUt,  the  people  of  the 

only,  that  is  to  say,  the  six  districts  of  Assam  and  the  district  of  Cachar,    Dj>o«ri^ are  all  cMcntiaUj  dJitlnct,  each  fiom 

for  the  purpose  of  creating  a  Chief  Commissionership,  and  therefore  we  ^^    "* 

seem  to  be  forced  back  upon  the  question,  whether  there  is  any  good  reason  for  taking 

Assam  by  itself  and  placing  it  under  the  immediate  authority  of  the  Government  of  India, 

It  certainly  seems  at  first  sight  a  singular  proposal  that  the  Government  of  India  should 
take  under  its  immediate  management  six  hali-populated  districts,  yielding  a  revenue  of 
about  320,000/.  a  year.  If  this  proposal  is  made  under  an  idea  that  the  revenue  will  per- 
haps be  more  rapidly  developed  unoer  the  management  of  the  Government  of  India,  I 
answer  that  this  does  not  seem  probable,  because  the  revenue  has  been  increasing  in  Assam 
during  the  last  few  years  at  an  unusually  rapid  pace.  We  raise  now  a  revenue  fi'om  opium 
of,  say  140»000  21,  where  in  1850  we  raised  nothing  at  all;  and  we  have  just  set  on  foot 
measures  for  very  largely  increasing  the  land  revenue  throughout  the  Province.  If  the 
proposal  is  made  under  an  idea  that  the  material  prosperity  of  the  Province  will  be  more 
rapidly  advanced  under  tlie  immediate  management  of  the  Government  of  India,  I  answer 
that  1  do  not  understand  how  this  should  be,  except  upon  the  supposition  that  the  Gt)vern- 
ment  of  India  will  spend  more  money  upon  Assam,  if  Assam  is  immediately  under  its 
authority,  than  it  will  allow  to  be  spent  if  Assam  remains  under  the  authority  of  the  Govern- 
ment of  Bengal.     It  would  not  be  right  to  suppose  this. 

With  respect,  however,  to  this  question  of  the  material  prosperity  of  Assam,  I  am 
inclined  to  think  there  is  some  misconception.  The  people  in  Assam  are  undoubtedly  better 
off  already  tlian  in  most  other  parts  of  India.  They  are  so  well  off,  and  the  population  is 
so  sparse,  that  there  is  a  great  \yant  of  a  labouring  population,  and  it  is  this  want  which 
forms  the  great  obstacle  in  the  way  of  European  enterprise. 

The  state  of  the  communications  in  Assam  is  no  doubt  bad,  but  not  exceptionally  so.  The 
means  of  communication  are  not  worse,  or  much  worse  than  they  are  in  many  other  parts  of 
Bengal.  And  roads,  however  conducive  to  comfort  and  convenience,  are  not  at  all  the 
grealest  want  in  Assam.  Labour  at  a  moderate  price  is  the  greatest  want  in  Assam,  and  it 
IS  my  strong  impression  that  unless  it  is  provided,  tea  cultivation  will  not  flourish.  Is  the 
Government  prepared  to  do  anything  in  this  direction  to  promote  the  prosjiects  of  the 
Province  of  Assam  and  the  development  of  its  resources?  Roads  may  come  afterwards 
and  by  degrees.  fVkat  is  wanted  to  give  life  to  the  Province  is  a  labouring  population. 
Will  the  Government  assist  European  enterprise  in  this  matter,  as  European  enterprise  has 
been  assisted  in  the  Colonies  ?     If  the  Government  will  not  do  so,  it  is  a  matter  of  perfect  / 

indifference  whether  Assam  remains  under  the  Government  of  Bengal,  or  is  taken  under 
the  immediate  management  of  the  Government  of  India.  If  the  Government  will  dp  so, 
the  material  prosperity  of  Assam  will  be  promoted,  so  far  as  the  cultivation  of  tea  can  pro- 
mote it,  quite  as  well  under  the  Local  Government  as  under  the  Government  of  India. 

The  question  is  one  of  expense.  Assam,  as  I  have  said  above,  is  a  very  sparsely  popu- 
lated Province.  Land  is  most  abundant;  the  indigenous  populations  are  generally  well 
off,  and  care  only  to  cultivate  so  far  as  to  meet  their  own  wants.  A  foreigner,  therefore, 
starting  a  special  cultivation  of  his  own,  finds  that  he  must  import  foreign  labour ;  he  also 
finds — or  if  he  does  not,  the  Government  does,  and  forces  the  obligation  upon  him — ^that 
having  to  reclaim  his  land  from  the  jungle,  he  must  take  extraordinary  and  expensive 
measures  if  he  wishes  to  keep  his  foreign  labourers  from  sickness  and  death.  . 

These  measures,  added  to  the  first  cost  of  importing  his  labourers  and  to  the  high  wages 
he  has  to  give  them,  make  foreign  labour  so  costly  as  to  render  it  nearly,  if  not  quite, 
impossible  to  cultivate  at  a  profit.  At  best  the  margin  is  so  narrow  that  any  mischance  will 
sweep  it  away. 

Unless  then  some  aid  in  this  direction  is  given  by  Government,  all  efforts  and  expenditure 
in  road-making  will  be  without  any  sort  of  effect  whatever  in  promoting  the  development  of 
the  resources  of  Assam  so  far  as  the  cultivation  of  tea  is  concerned.  And  the  new-born 
interest  in  Assam  is  unquestionably  due  solely  to  this  new  phase  of  European  enterprise. 

There  are  other  special  grounds  why,  in  my  opinion,  it  would  be  unreasonable  and  incon- 
venient for  the  Government  of  India  to  take  a  petty  Province  like  Assam  under  its  imme- 
diate authority, 

The  arrangement  will  provide  a  management  between  the  Government  of  India  and  a 
Chief  Commissioner,  much  more  inconveniently  divided  than  it  now  is,  between  the  Lieu- 
tenant Governor  and  the  Commissioner.  A  person  interested  in  Assam  aflairs  will  have, 
under  the  Chief  Commissioner,  organization,  to  go  in  one  matter  to  the  Chief  Commissioner 
in  Assam,  where  now  he  would  resort  to  the  local  Government  in  Calcutta  ;  and  again,  in 
another  matter,  he  will  have  to  go  to  the  Government  of  India  (perhaps  at  Simla)  where 
now  he  would  also  resort  to  the  local  Government  in  Calcutta.  Now,  seeing  that  European 
enterprise  in  Assam  is  for  the  most  part  conducted  and  controlled  from  Calcutta,  such  a 
result  as  this  will  not  conduce  to  public  convenience.  It  would  only  be  a  degree  more 
inconvenient,  were  the  Government  of  India  to  take  the  coffee  plantations  of  Uie  Wynaad 
under  its  immediate  management  in  order  the  better  to  develope  the  resources  of  that 
tract. 

Surely  the  proper  arrangement  to  make  is  very  obvious,  namely,  to  make  the  Commis- 
sioner of  Assam — and  perhaps  other  outlying  Commissioners — independent  of  the  central 
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depertmenU  in  Calcutta,  such  as  the  Board  of  Revenue^  the  Inspector  General  of  Gaols, 
the  Director  of  Public  Instruction^  and  the  like ;  tu  &^ive  him  his  own  officet^  for  such 
departments,  and  so  to  free  him  from  all  control  excepting  only  that  of  the  local  Government. 

This,  I  believe,  is  the  system  under  which  Scinde  has  been  administered,  and  I  desire 
strongly  to  recommend  its  adoption  for  Assam. 

Again,  look  at  the  whole  operations  connected  with  European  undertakings  in  A»<sam. 
It  is  not  only  that  they  are  for  the  most  part  controlled  from  Calcutta,  but  they  are  entirely 
dependent  upon  Bengal  for  all  that  they  want,  labour  included.  Hence  it  would  literally* 
follow  that  in  some  cases  (as,  for  instance,  where  the  protection  of  the  labourer  during  the 

eiriod  of  recrttiting  and  of  transit  to  Assam  was  in  question),  the  local  Government  of 
engal  would  stand  to  the  Calcutta  Agent  for  Assam  interests  in  the  posiiinn  of  a  foreigti 
Government,  and  in  other  cases,  where  the  assistance^  of  the  local  Governmetit  might  be 
Wanted,  the  Calcutta  Agent  would  have  to  seek  it  either  from  Simla  or  from  Asa^tm  itsel£ 
The  Government  of  Bengal  seated  in  Calcutta,  having  nothing  to  do  with  tlie  affairs  o£ 
Assam,  could  of  course  in  no  way  interfere. 

From  every  point  of  view,  then,  it  seems  to  me  inexpedient  that  tbe  Governar  General  in 
Council  should  take  Assam  under  his  **  immediate  authority  and  management,"  and  I 
strongly  repommeud,  instead,  that  it  should  be  placed  on  the  same  footing  in  conneeticm 
with  Bengal,  which  Scinde  has  long  lield  in  connection  with  Bombay. 

I  proceed  to  the  question  whether  it  is  expedient  that  the  Government  of  Bengal  should 
be  placed  on  a  footing  similar  to  that  of  the  Pt*esidencies  of  Madras  and  Bombay. 

I  have  endeavoured,  in  what  I  have  hitherto  written,  to  show  that  the  government  of  the 
territories  now  under  the  Lieutenant  Governor  of  Bengal  entails  a  load  of  business  and  of 
responsibility  which  cannot  be  thoroughly  and  efficiently  dealt  with  by  one  man.  I  have 
ventured  to  assert  the  almost  impossibility  of  re-uniting  the  agency  for  the  Government  of 
Bengal  with  the  agency  for  the  g:eneral  Government  of  India.  I  have  stated  the  ohjectioiia, 
which  appear  to  me  to  exist,  both  on  general  and  particular  grounds,  to  a  territorial  dis- 
memberment of  the  existinu  Government  of  Bengal,  by  the  creation  of  one  or  more  Chief 
Commissionerships  under  the  immediate  authority  of  the  Government  of  India. 

And  I  have  expressed  a  very  decided  opinion  against  the  abohtion  of  the  sepaiute  Bengal 
Legislature. 

i  must,  therefore,  view  the  immediate  question  now  in  hand  as  one  concerning  the  Bengal 
Government  as  it  now  is,  including  a  local  legislative  Assembly,  whose  functions  it  is,  in  my 
judgment,  desirable  to  expand  rather  than  to  contract. 

If  these  may  be  accepted  as  the  conriitions  of  tlie  case,  it  appears  that  the  question  to 
be  determined  is  osentially  narrowed  to  this  :  shall  the  form  of  oovernment  for  Bengal,  as 
Bengal  now  is,  be  according  to  that  existing  in  Madras  and  Bombay,  or  shall  it  continue 
to  be  in  tbe  form  already  existing  in  Bengal,  with  such  accession  of  strength  to  the  Secre- 
tariat as  shall  put  it  in  the  power  of  a  Lieutenani  Governor  with  tbe  aid  of  his  Secretaries 
to  dispose  of  all  the  business,  so  far  as  mere  quantity  is  concerned,  which  cQmes  before  the 
Government. 

My  own  opinion  has  for  long  been  in  favour  of  the  former  alternative.  It  will  not  pro- 
bably be  expected  th.it  I  should  discuss  at  length  all  the  abstract  advantages  and  disadvan- 
tages alleged  by  different  persons  to  belong  to  the  one  or  tt>  the  other  plan  of  government. 
I  think  it  only  necessary  to  state  briefly  my  own  opinion,  that  where  a  Governor  is  a  fit  man 
for  his  petition,  a  Council,  if  selected  with  ordinaiy  care,  will  never  prove  a  hindrance  to 
him,  but,  on  the  contrary,  will  be  a  great  assistance  and  strengtli  to  him.  There  will  be  no 
difference  of  opinion  perhaps  as  to  the  advantage  of  a  Council  on  the  supposition  that  an 
unfit  person  should  be  appointed  to  the  office  of  Governor. 

It  appears  to  me,  looking  to  the  powerful,  and  at  times  conflicting  interests  which  have 
to  be  dealt  with  in  Bengal,  and  to  the  manner  in  which  the  educated  classes,  both  English 
and  Native,  are  able  to  act  npon  the  Government  in  Bengal,  that  the  administration  should 
be  constituted  so  as  to  curry  with  it  a  very  decided  influence  and  weight  with  the  commu* 
nity.  I  <juestion  whether  it  is  given  to  many  men  under  any  circumstances,  standing  alone, 
to  maintain  the  position  and  influenee  which  the  Governor  of  such  a  pnivince  as  Bengal 
ought  in  my  opinion  to  have.  I  feel  certain  that  such  a  position  can  be  very  rarely  indeed 
attained  by  a  Lieutenant  Governor  standing  alone,  and  surrounded  by  very  little  of  the 
outward  dignities  of  Government,  who  has  lisen  to  his  position  through  the  ranks  of  the 
local  service.  This  is  not  a  matter,  however,  that  I  care  to  dwell  upon.  The  consider- 
ations which  I  point  to  will  readily  suggest  themselves  to  any  one — and  especially  to  any 
one  who  knows  India,  and  who  is  aware  of  the  conirast  between  the  circumstances  and  the 
prestige  of  the  local  Government  in  Calcutta  and  those  of  the  Governments  at  Madras  and 
JSombay — and  even,  I  might  add,  of  the  local  Governments  in  Upper  India. 

It  wUl,  I  think,  hardly  be  denied,  to  take  another  view  of  the  case,  that  the  provinces 
and  the  communities  comprised  within  the  Lieutenant  Governorship  of  Bengal  have  a  claim 
to  the  very  best  form  of  government  which  can  be  given  to  them.  I  expressed  my  opinion 
some  months  ago  m  a  letter  to  the  Governor  General,  that  *'  full  justice  will  not  be  done  to 
the  large  and  important  interests  of  the  Lower  Provinces  of  Bengal,  until  the  constitution 
of  a  lull  government,  with  an  executive  as  well  as  a  legislative  Council,  is  given  to  them.'' 
This  is  still  my  opinion.  I  believe  that  a  Governor  in  Council  will  have  more  weight  with 
the  public,  and  more  weight  with  the  Government  of  India  (and  the  one  is  not  less  desir- 
able than  the  other)  than  a  Lieutenant  Governor  can  ever  have.  I  believe  that  a  Governor 
in  Coiuacil  will  be  both  stronger  to  govern  and  more  powerful  to  obtain  full  consideration 
for,  and  full  justice  to  the  demands  of  Bengal  than  a  Lieutenant  Grovemor  is  ever  likely  to  be. 
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I  am  sure  that  the  business  of  the  Government  will  be  better  dune  by  a  Governor  in 
,Council  than  by  a  Lieutenant  Governor  with  a  secretariat  however  strong.  The  business 
bein^  undeniably  a  great  deal  too  much  for  the  powers  of  any  one  man^  it  must  necessarily 
be  divided.  A  formal  division  of  business  between  a  Governor  and  his  secretaries  is 
anomalous,  and  open  to  obvious  objections.  It  is  not  recognised,  and  I  think  never 
woukl  be  well  accepted  by  the  public.  On  the  other  hand,  we  have  fully  proved  the  plan 
of  a  formal  division  of  business  between  a  Governor  and  his  council  in  the  case  o^  the 
Government  of  India.  I  have  seen  the  plan  at  work  for  five  years,  and  I  cannot  call  to 
mind  one  instance  in  which  any  misunderstanding  or  embarrassment  has  arisen  from  \U 
The  of^cial  community  outside  of  the  council,  as  well  as  the  niMt-oiScial  public,  fully 
apprehend  the  arrangement.  They  know  that  nothing  of  real  importance,  nor  any  serious 
personal  question,  is  decided  without  being  put  before  the  Governor  General,  and  as  to 
other  matters  the  arrangement  apparently  gives  entire  satistaction.  And  tbat.it  has 
proved  really  conducive  to  the  prompt  and  effective  dispatch  of  business  there  is  doubt  at  all. 

It  would  certainly  not  be  impossible  to  combine  the  office  of  Member  of  Council  with 
that  of  Secretary,  strengthening  the  secretariat  below;  but  I  do  not  myself  consider  that 
t^at  arrangement  would  be  likely  to  prove  as  satisfactory  and  efficient  as  our  Indian  system 
of  separate  members  of  council  and  separate  secretaries.  Such  an  arrangement  was  at  one 
time  contemplated  by  Lord  Canning,  and  there  are  some  excellent  minutes  regarding  the 

froposal,  by  which  I  believe  Lord  Canning  was  convinced  that  for  the  Government  of 
ndia  the  arrangement  was  not  an  expedient  one. 

On  the  whole,  then,  I  am  bound  to  say  that  in  my  opinion  the  best  form  of  Government  for 
Bengal  is  that  which  has  for  so  long  been  enjoyed  by  the  Madras  and  Bombay  Presidencies* 

I  do  not  attach  weight  to  the  objections  which  are  glanced  at  in  the  6th  paragraph  of 
the  Secretary  of  State  s  Despatch.  On  the  contrary,  I  incline  to  think  that  in  some  respects 
the  machintry  of  administration  will  be  likely  to  work  more  smoothly  by  the  raising  of  the 
status  of  the  local  government.  The  Hue  of  authority  between  the  two  Govenimenis  will 
be  then  more  cleaily  seen,  and  be  more  carefully  re8|>ected  by  the  officers  of  the  superior 
Government  than  it  now  is. 

I  would  not,  however,  be  understood  to  think  that  it  is  a  desirable  state  of  things  that 
the  Government  <»f  India  and  the  local  government  should  at  all  times  be  present  together 
in  Bengal.  The  negative  of  this,  however,  is  merely  to  say  that  it  is  not  desirable  that 
the  Government  of  India  should  at  all  times  be  present  in  Bengal. 

This  I  apprehend  to  have  been  one  of  the  leading  ideas  which  found  expression  in  the 
Indian  Councils'  Act  of  1861. 

The  practical  application  of  it  is  that  the  Council  shall,  as  a  rule,  be  where  the  Governor 
General  is ;  for  no  one  has  ever  for  a  moment  contemplated  that  the  Governor  General 
should  not,  during  a  considerable  portion  of  his  term  of  office,  be  away  from  Calcutta.  It 
is  well  known  that  Lord  Canning  held  very  strong  opinions  as  to  the  expediency  of  the 
Government  of  India — that  is  to  say,  the  Gt)vernor  General  in  Council— assemblincr  at 
other  places  than  Calcutta.  It  is  known  that  Lord  Elgin  had  made  every  preparation  at 
the  time  of  his  death  to  carry  out  such  an  arrangement     It  has  been  left,  however,  to  the 

firesent  Governor  General  to  give  practical  effect  to  the  provisions  of  Section  9  of  the 
ndian  Councils  Act. 

1  may  perhaps  be  permitted  to  say,  having  been  a  member  of  the  Governor  General's 
Council  for  five  years,  that  in  my  opinion  the  modem  practice  of  the  Council  accompanying 
the  Governor  General  when  he  leaves  Bengal  is  an  immense  improvement  upon  the  older 

f)ractice,  under  which  a  Governor  General  would  be  for  a  year,  or  two  years,  or  sometimes 
onger,  away  from  his  Council.  My  opinion  has  been  formed  upon  conviction.  I  have 
had  personal  experience  of  both  arrangements,  and  I  was  at  first,  in  1864,  opposed  to  the 
idea  of  the  Council  leaving  Calcutta.  I  thought  that  inconvenience  and  delay  would  arise 
in  the  transaction  of  business  owing  to  the  necessary  division  of  the  offices  and  of  records. 
Nothing  of  the  kind,  however,  occurred,  and  I  am  now  entirely  satisfied  that  it  would  be 
a  very  great  mistake  on  public  grounds  to  revert  to  the  old  plan  of  the  Governor  General 
himseir  visiting  other  parts  of  India,  and  leaving  his  Council  behind  him  in  Bengal. 

I  may  say  in  passing,  however,  the  present  arrangement  seems  to  me  to  afford  an  addi- 
tional reason  for  rebtricting  the  Government  of  India  to  the  duties  of  general  government 
if  it  be  only  with  the  object  of  preventing  its  present  somewhat  cumbrous  machinery  from 
growing  still  larger. 

If  it  should  be  determined  to  place  the  Gt>vernment  of  Bengal  on  the  same  footing  as 
that  of  the  Presidencies  of  Madras  and  Bombay,  it  will  of  course  become  necessary  to  con- 
sider many  subsidiary  matters  which  it  is  unnecessary  at  present  to  discuss  in  detail.  I 
perceive  no  serious  obstacles  in  any  of  the  matters  to  which  I  refer. 

There  is  already  practically  a  separate  Civil  Service  for  the  lower  Provinces,  and  the  only 
real  interest  which  is  common  to  the  whole  service  in  lower  and  upper  Bengal  is  the  Civil 
Fund  for  widows  and  children.     That  must  remain  on  its  present  footing. 

The  ecclesiastical  service  is  common  to  the  whole  Bengal  Presidency,  and  may  conve- 
niently remain  so,  certain  chaplains  being,  as  now,  made  available  for  service  in  Bengal. 
This  is  at  present  practically  in  the  hands  of  the  bishop,  and  would  properly  remain  so. 

The  military  medical  service,'  constituted  as  at  present,  must  necessarily  remain^  as  a 
service,  under  the  Government  of  India.  But  there  will  be  no  difficulty  in  organising  a 
a  distinct  medical  department  for  Bengal,  and  transferring  from  time  to  time  for  service 
under  the  Government  of  Bengal  a  certain  number  of  the  army  medical  establishment. 
There  is  already,  in  my  opinion,  a  strong  need  of  a  separate  medical  department  for  Bengal, 
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and  I  purpose  to  submit  tiie  question  for  consideration  in  referrnce  to  a  communication 
from  the  Government  of  India  now  before  me,  in  which  it  has  been  suggested  that  the 
civil  medical  officers  in  Bengal  should  be  placed  under  the  controh  of  some  local  func- 
tionary instead  of  being,  as  at  present,  under  the  Deputy  Inspectors-General  of  military 


The  army  of  course  will  remain  under  the  Government  of  India,  and  it  is  perhaps  a  ques- 
tion whether  ihe  whole  army  of  India  might  not  in  this  respect  be  with  advantage  assimi- 
lated. Such  an  arrangement  would  seem  to  be  compatible  with  the  plan  which  I  think 
was  put  forward,  some  years  ago,  by  a  member  of  the  Government  of  India,  of  appointing 
provmcial  commanders  under  every  Government,  who,  while  amenable  only  to  the  centra! 
military  authority  as  to  all  general  matters,  would  attend  to  the  requisitions  of  the  local 
governments  for  local  objects. 

There  will  be  no  difficulty  in  organising  a  separate  Public  VVorks  Department  for  Bengal. 
It  18  indeed,  in  my  opinion,  very  desirable  to  do  so  in  any  case. 

It  only  remains  for  me  to  notice  the  special  subjects  adverted  to  in  paragraph  21  of  the 
Secretary  of  State's  Despatch.  Some  time  before  1  received  this  Dispatch  the  Government 
of  India  had  forwarded  to  me  a  copy  of  Mr.  Campbell's  supplementary  report  in  connection 
with  the  late  femine  inOrissa.  This  report  enters  fully  into  the  question  of  the  constitution 
of  the  Bengal  Government,  including  the  Secretariat  and  the  Board  of  Revenue.  In  pre- 
ference to  adding  to  this  paper,  I  venture  to  submit  with  it  a  memorandum  on  Mr.  Camp- 
bell's  report,  which  Mr.  Dampier,  the  Officiating  Secretary  to  the  Government  of  Bengal, 
has  drawn  up  at  my  request.  Mr.  Dampier's  views  on  the  administrative  details  which  he 
discusses  are  entitled  to  eveiy  consideration,  for  he  is  one  of  our  ablest  officers,  and  he  has 
served  with  marked  success  as  a  dit^trict  officer,  as  Secretary  to  the  Board  of  Revenue,  and 
for  some  years  as  Commissioner  of  the  most  arduous  division,  both  us  to  revenue  and 
general  work,  under  this  Government.  I  agree  fully  in  all  the  suggestions  he  has  made, 
i  was  At  first,  of  opinion  that  with  a  Council  any  intc^rmediate  chief  revenue  authority 
between  Government  and  the  Commissioners  might  be  altogether  dispensed  with,  but 
on  further  consideration  I  am  satisfied  that  Mr.  Dampier*s  view  on  this  point  is  the 
sounder. 

I  entirely  agree  also  in  Mr.  Dampier's  views  as  to  the  police.  There  can  be  no  question 
that  making  the  whole  of  the  Provmces  under  the  Bengal  Government  one  police  district 
was  a  mist^e.  It  was,  indeed,  opposed  to  one  of  the  fundamental  principles  laid  down 
in  the  memorandum  communicated  by  the  Government  of  India  to  the  Police  Commission, 
namely,  that  **  no  officer  should  have  a  larger  charge  than  he  can  visit  at  least  once  in 
every  year." 

I  feel  that  I  ought  to  apologise  as  well  for  the  length  of  this  paper  as  for  the  delay  in 
its  submission.  Notwithstandmg  its  length,  too,  I  am  very  sensible  that  it  deals  most 
imperfectly  with  the  important  questions  discussed  in  it.  For  this,  and  for  the  time  taken 
to  prepare  it,  I  can  only  plead  that  I  have  been  able  to  give  no  continuous  attention  to  it 
The  constant  pressure  of  current  business,  which  will  not  wait,  has  prevented  my  doing  so, 

Calcutta,  13  March  1868.  W.  Grey. 


Note  on  Mr.  George  CampbelVs  Proposals  for  Changes  in  the  Executive  Machinery  of 

Bengal. 

It  may  be  taken  as  admitted  that  the  requirements  of  the  Lower  Provinces  of  Bengal 
have  so  much  changed  and  increased,  that  material  alterations  in  the  machinery  .of  their  . 
Government  are  necessary.     The  question  is,  virhat  those  changes  should  be. 

2.  Mr.  Campbell  first  proposes  to  draw  closer  the  relations  between  the  Government  of 
India  and  the  local  Government,  by  making  the  head  of  the  local  Government  an  ex-officio 
member  of  the  executive  Council  of  the  Government  of  India. 

3.  I  am  entirely  opposed  to  this  proposal.  I  would  strengthen  the  local  Government 
upwards  and  in  its  relation  to  the  public  by  giving  it  greater  authority,  and  by  loosening 
the  relations  which  exist  between  it  and  the  Government  of  India,  as  I  virould  strengthen 
it  downwards  by  placing  it  in  more  immediate  connection  with  the  districts. 

4.  The  objection  to  his  proposal,  which  Mr.  Campbell  himself  gives  in  his  6th  paragraph, 
is,  I  think,  of  much  more  weight  than  he  assigns  to  it  The  attention  and  tune  of  the 
head  of  a  local  Government,  veith  a  seat  in  the  Governor  General's  Executive  Coimcil, 
v^ould  inevitably  be  drawn  away  to  an  extent  which  would  be  pernicious  to  the  local 
Government  by  the  larger  and  more  important  questions  which  are  constantly  before  that 
CoundL  Whatever  may  be  the  theory  as  to  his  not  taking  an  active  part  in  such  measures, 
it  seems  to  me^  that  it  cannot  reasonably  be  expected  that  he  would  resist  die  greater 
attractions  and  interest  which  such  questions  would  present. 

5.  Another  objection  to  the  proposal  is  that  the  arrangement  could  only  be  looked  upon 
as  temporary.  The  time  is  rapidly  approaching  at  which,  for  reasons  quite  indepenoent 
of  the  consideration  that  its  presence  in  Calcutta  dwarfs  the  local  Government,  the  Govern- 
ment of  India  will  seek  another  seat,  and  with  its  removal,  whether  to  Mr.  Campbell's 
Nassik  or  elsewhere,  the  proposed  arrangement  would  fall  to  the  ground.     Anytliin^ 
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which  can  now  be  done  towards  loosening  the  ties  between  the  Grovemment  of  India  and 
the  local  Grovemment  is  so  much  done  towards  the  changes  which  would  then  be  necessary. 

6.  If  the  head  of  the  local  Government  were  not  made  a  member  of  the  Executive 
Council  of  India,  one  of  the  reasons  for  which  Mr.  Campbell  would  give  him  assistance  in 
the  shape  of  a  deputy  governor  would  disappear ;  but  even  without  this  reason,  I  think 
that  ample  grounds  exist  for  giving  him  authoritative  assistance  in  some  shape. 

7.  No  one  will  deny  that  the  numerous  and  extensive  departments  of  which  the  control 
now  rests  on  the  Lieutenant  Governor  produce  an  amount  of  work  which  it  is  physically 
impossible  for  one  man  to  perform ;  work,  I  mean  of  such  a  nature  as  to  deserve  and 
require  the  personal  attention  of  the  Head  of  Government,  as  distinguished  from  mere 
formal  work  and  the  minor  matters  which  are  not  purely  formal. 

8.  The  assistance  for  the  performance  of  such  work  as  this  may  be  given  either  in  the 
shape  of  a  deputy  governor,  or  of  a  chief  secretary  on  the  footing  of  a  Colonial  Secretary 
in  the  British  Colonies,  as  described  in  para.  13  of  Mr.  CampbeU's  report;  and  by  what- 
ever name  he  may  be  de^ffnated  he  should  certainly  be  **  avowedly  next  to  the  Governor 
in  the  administration."  He  should  avowedlv  exercise,  and  be  recognised  as  exercising^ 
sudi  of  the  functions  of  the  Government  as  the  Governor  may  choose  to  delegate  to  him. 

9.  At  present  the  position  of  Secretary  to  Grovemment*  is  recognised  as  beinc  on  an 
equalitv  with  that  of  most  of  the  civil  officers  subordinate  to  the  Government  of  Ben^l 
with  whom  he  has  to  deal  directiy  ;  to  that  of  otiiers  it  is  inferior.  A  system  under  which 
an  officer  so  situated  acts  from  "  behind  a  screen,"  as  Mr.  Campbell  puts  it,  that  is,  is 
obliged  to  do  much  himself  under  the  fiction  that  every  particular  act  has  been  resolved 
upon  by  the  head  of  the  Government,  is,  I  think,  objectionable ;  it  is  liable  to  be  unpopular 
and  even  offensive. 

10.  My  own  belief,  however,  is,  that  the  requisite  assistance  to  the  head  of  the  Govern- 
ment may  best  be  given  in  the  shape  of  a  Council.  Without  repeating  them,  I  may  say 
that  of  the  well-known  arguments  which  have  been  advanced  in  every  form  on  both  sides 
of  the  question,  those  in  favour  of  the  Council  appear  to  me  to  preponderate  for  the 
Government  of  a  province  which  has  advanced  as  far  as  ours.  But  if  Mr.  Campbell's 
impression  be  correct  that  in  Madras  and  Bombay  the  functions  of  Councillors  "  are  for 
the  most  part  purely  deliberative,  that  administrative  work  is  not  made  over  to  indi- 
vidual Councillors,"  I  would  not  follow  that  model ;  to  do  so  would  in  fact  miss  the  main 
object  of  giving  to  the  head  of  Government  assistance  in  exercising  the  authority  of  con- 
trol. The  ordinary  administration  of  the  different  departments  should  be  divided  among 
the  members  of  Council,  as  is  done  in  the  Executive  Council  of  the  Governor  General. 

11.  The  abolition  of  the  Board  of  Revenue  as  such  may  be  taken  as  resolved  upon.  It 
has  been  said  that  the  abolition  of  an  authority  intermediate  between  that  of  the  local 
Commissioners  and  of  the  Government  in  Bevenue  matters  would  at  once  swamp  the 
Government  with  details  which  are  indispensable  to  tiie  proper  supervision  of  the  local 
authorities,  and  to  the  preservation  of  uniiormity  of  practice ;  it  has,  therefore,  been  pro- 
posed to  substitute  for  the  Board  a  Chief  Commissioner  of  Bevenue.  But  from  the  know- 
ledge of  the  work  in  the  Board  which  I  acquired  as  its  Secretary,  I  look  with  apprehen- 
sion on  the  proposal  to  throw  on  one  officer  tiie  whole  of  it,  even  when  reduced  by  such 
parings  as  can  be  effected  bv  increasing  the  powers  of  Commissioners  and  making  the  col- 
lector of  customs  "  the  Chief  Customs  Authority ;  "  I  believe  that  to  do  so  would  be  to 
re-produce,  as  to  the  Chief  Bevenue  Commissioner,  the  state  of  overwork  which  it  is  now 
the  object  to  remedy  as  to  the  head  of  the  Government. 

12.  I  would  avoid  thus  overwhelming  the  Chief  Commissioner  of  Bevenue,  and  I  would 
at  the  same  time  attain  the  object  of  shortening  the  chain  of  communication  between  the 
Government  and  the  districts,  by  taking  directiy  into  the  hands  of  Government  the  depart- 
ment which  is  known  as  Land  Bevenue.  The  technical  description  embraces  much  more 
than  the  actual  meaning  which  the  words  convey.  It  includes  a  great  niunber  of  miscel- 
laneous matters  which  are  not  immediately  connected  with  Land  lUvenue.  Some  of  these 
are  by  law  entrusted  to  the  Board,  such  as  the  control  of  endowments  for  charitable,  and, 
until  lately,  for  religious  purposes ;  the  court  of  wards  and  the  general  control  of  the 
Bevenue  Establishments  from  the  Commissioner  in  his  Bevenue  capacity  downwards : 
other  matters  have  rather  drifted  into  the  Board's  hands,  such  as  lately  the  supervision  of 
the  arrangements  for  the  supply  of  food  to  the  famine-stricken  districts.  All  tnis  I  would 
take  directiy  under  the  Government 

13.  The  principles  of  the  administration  of  land  revenue  proper  and  the  arrangements 
in  connection  with  it,  at  least  in  the  permanentiy  settied  districts  of  these  provinces,  have 
become  set  and  stereotyped.  They  are  well  known.  Great  changes,  requiring  minute 
and  laborious  supervision  in  order  to  secure  uniformity,  rarely  tiXe  place.  Important 
questions  necesstuily  arise,  but  even  according  to  the  present  practice  most  of  these  come 
up  to  the  Government  from  the  Board.     Under  the  proposed  change  of  system,  they 

would 


•This  applies  to  the  General  Department  of  the  Secretariat;  the  Secretaiyin  the  Department^  Public 
Works,  is  also  head  of  his  department  as  chief  engineer. 
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would  oome  up  direct  from  l^e  local  Commissioner  as  he  now  submits  them  to  the  Board ; 
with  the  opinion  of  the  Commissioner,  founded  on  local  experience,  before  it,  the  Grovem- 
ment  would  be  in  as  good  a  position  as  a  Board  or  a  chiei  Commissioner  for  coming  to  a 
conclusion.  In  the  non-regulation  provinces,  it  is  true  that  the  land  revenue  management 
is  not  so  set  and  formal,  m  fact,  its  details  run  into  the  other  extreme ;  the  features  of 
every  case  are  so  peculiar  to  itself  that  there  can  be  little  generalization,  there  is  little 
room  for  precedents;  and  the  opinions  and  recommendations  of  the  Commissioner,  founded 
^n  local  Knowledge  necessarily  have  the  greatest  possible  weight  with  the  Grovernment. 
This  is  perhaps  the  reason  why,  as  it  seems  to  me,  the  Board's  mtenrention  in  cases  from 
the  non-regulation  provinces  is  not  of  much  practical  value  to  the  Grovemment.  It  may 
be  observed  that  where  the  exceptional  nature  of  circumstances  is  carried  to  an  extreme, 
as  in  the  Sonthal  Pergunnahs,  the  tributary  States  of  Cuttack,  and  the  new  frontier 
disricts  of  the  Garrow  Hills  and  the  Chittagong  Hills,  the  local  authorities  are  already 
made  independent  of  the  Board,  and  placed  in  direct  communication  with  Government. 

14.  In  reply  to  the  objection  that  the  Grovemment  would  be  swamped  by  details,  if  the 
immediate  supervision  of  the  local  Commissioner  in  these  matters  were  thrown  upon  it,  i 
reply  that  I  see  no  reason  why  Mr.  A.,  as  a  member  of  Government,  and  Mr.  B.,  as 
Revenue  Secretary  to  Government,  should  not  be  able  to  manage  the  details  which  ihey 
can  manage  as  member  and  Secretary  of  the  Board  of  Revenue,*  reduced  as  they  would 
be  by  increasing  the  powers  of  Divisional  Commissioners ;  there  would  also  be  an  obvious 
and  considerable  reduction  in  labour  fi-ora  saving  all  the  correspondence  which  now  passes 
between  the  Board  and  Government.  The  discussion  and  consideration  of  such  cases  by 
two  central  authorities  would  also  be  avoided. 

15.  In  controlling  the  departments  directly,  the  Government  would,  doubtless,  occa- 
sionally feel  the  want  of  the  assistance  of  the  officers  who  are  engaged  in  the  practical 
working  of  them,  for  framing  rules  of  practice  for  general  guidance  which  must  occasion- 
idly  be  necessary,  and  for  similar  purposes.  To  provide  this,  I  would  to  a  certain  extent 
adopt  the  suggestion  made  at  the  end  of  Mr.  Campbell's  ninth  paragraph.  The  Conunis- 
sioners  of  Divisions  not  lying  on  the  railways  must  be  located  in  the  c^itals  of  their 
divisions,  and  must  remain  there ;  they  would  lose  half  of  their  efficiency,  and  the  object 
of  their  appointments  would  be  missed,  if  they  were  brought  to  the  Presidency.  But  this 
does  not  seem  to  apply  with  such  force  to  the  Commissioners  of  Burdwan  and  Bhagulpore, 
If  located  at  the  ^residency,  the  Commissioner  of  the  Burdwan  Division  would  be  at 
about  three  hours*  journey  from  his  present  head-quarters ;  and  the  Commissioner  of 
Bhagulpore  would  reach  his  present  station  in  one  night's  railway  journey.  These  two 
Commissioners  might  have  their  head-quarters  at  the  Presidency,  or  be  periodically  sum- 
moned to  the  Presidency,  and  with  the  Commissioner  of  the  Presidency  Division,  might 
form  a  Committee  which  should  prepare  rules  of  practice  in  all  Commissioners'  Departments, 
and  which  should  give  opinions  on  any  question  referred  to  them  by  Government  at  to 
the  administration  of  the  Judicial,  Police,  or  Revenue  Departments.  This  Committee 
would  deal  with  nothing  which  was  not  specifically  made  over  to  them  by  Government 
They  would  issue  no  orders,  but  would  act  as  ooadyutors  only  of  the  Government  in  suck 
matters.  The  Commissioners  located  in  Calcutta  would,  of  course,  be  expected  to  visit  all 
die  districts  of  th^  divisions  in  the  cold  weather ;  and  to  be  ready  to  go  to  the  spot  in 
any  part  of  their  division  at  any  time  that  their  presence  might  be  required.  The  ract  ol 
their  having  head-quarters  in  Calcutta  would  in  no  way  affect  their  mobility. 

16.  In  addition  to  the  control  of  the  land  revenue  which  would  be  managed  directly  in 
communication  with  the  local  Commissioners,  the  revenue  branch  of  the  Government 
Secretariat  would  have  to  deal  with  the  work  of  the  other  special  departments  of  revenue, 
of  which  I  would  leave  the  direct  control  in  the  hands  of  the  Chief  Commissioner ;  for  I 
think  such  an  officer  would  still  be  required. 

17.  The  fixity  which  I  have  said  characterises  the  main  arrangements  oonceming  land 
revenue  proper  does  not  extend  to  other  branches  of  revenue.  The  administration  of  the 
salt  department,  for  instance,  b  of  a  very  different  character;  changes  are  frequen^ 
experiments  are  constantly  being  made.  General  (j^uestions,  as  distinguished  from  indi- 
vioual  cases,  are  constantly  rising.  Shall  a  preventive  line  be  run  from  this  place  to  that? 
Shall  salt  be  sold  free  of  duty  within  the  manufacturing  tract  for  the  consumption  of  the 
manufacturing  population?  Shall  two  per  cent,  or  five  per  cent,  be  allowed  as  the  rate  of 
wastage  on  bonded  salt  within  a  certain  time  which  shall  be  admitted  without  question  ? 

18.  Similarly  in  the  administration  of  what  are  known  in  the  Board  as  "  assessed 
taxes"  (such  as  income  tax,  and  license  tax),  nothing  has  assumed  a  fixed  or  permanent 
form.  The  taxes  themselves  are  liable  to  constant  change,  and  each  change  makes  neces- 
sary a  revision  of  establishments,  the  decision  of  numerous  questions  of  practice,  and  the 
closest  supervision  of  the  local  operations  by  one  head,  in  order  to  secure  anything  like 
uniformity. 

19.  There  is  another  consideration  which  makes  it  desirable  that  even  if  the  land 
reA-enue  be  taken  into  the  direct  management  of  the  Government,  a  central  controlling 

am 

*  Unless  a  Council  were  established  I  do  not  think  that  these  duties  could  be  thrown  on  the  Gvvemment 
direct. 
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and  appellate  autbcuity  ahonld  be  interpoeed  between  tke  Government  and  the  Commis- 
sioners and  other  officers  holding  corresponding  appointments  in  some  of  the  other  revenue 
departments,  such  as  customs,  salt,  opium,  excise  and  assessed  taxes.  In  many  land 
revenue  questions,  no  doubt,  the  pecuniary  interests  of  Government  are  affected ;  but 
tibe  V  are  mixed  up  with  other  matters ;  and  certainly  dte  pecuniary  aspect  of  the  question, 
as  far  as  the  Government  is  concerned,  does  not  stand  out  so  prominenlly  in  a  settlement 
case  as  it  does  in  fixing  at  what  price  ihe  stock  of  Government  salt  shall  be  sokl  off,  or  in 
discussing  whether  an  opium  merchant  shall  be  compelled  to  make  good  the  amount  which 
he  bid  at  a  sale.  In  such  cases,  especially  in  those  in  which  tiie  commercial  communiiy 
of  Calcutta  is  concerned,  I  think  it  undesirable  that  the  Government  should  be  brought 
face  to  face  with  the  private  parties  wbose  interests  are  affected.  The  appeid  against  an 
order  declaring  a  lot  of  gooas  to  be  confiscated  for  breach  of  a  Customs  regmation,  is 
surely  more  properly  and  satisfactorily  disposed  of  by  the  head  of  a  department  than 
by  the  Grovemment  itself. 

20.  I  would  then  have  a  Chief  Commissicmer  for  lliese  branches  of  the  revenue,  and  to 
obviate  the  uncertainty  as  to  responsibility  for  certain  matters  which,  when  sitting  on  the 
Famine  Commission,  we  found  to  eadst  between  the  Gt^ivemment  and  die  Board,  1  would 
have  it  distinctly  understood  that  everythinff  not  specifically  enla-usted  to  tiie  Chief  Com- 
missioner rests  with  the  Government.  If  mere  be  any  doubt  as  to  the  full  occupation  of 
the  Chief  Commissioner's  time,  I  would  point  to  the  department  of  statistics  of  which; 
tlie  creation  cannot  be  far  off,  as  one  which  mi^ht  properly  be  placed  under  his  centred ; 
indeed,  it  should  be  understood  that  on  the  mtroduction  of  any  such  new  department 
or  new  scheme  the  organization  of  its  details  would  be  entrusted  to  the  Chief  Conums- 
sioner. 

21.  These  arrangements  would  entail  the  transfer  to  the  Secretariat  of  the  greater  part 
of  the  Board's  office.  To  meet  the  increase  of  work  thrown  on  the  Secretariat,  it  would 
be  necessary  to  have  a  third  Secretary ;  the  civil  portion  of  the  Secretariat  would  then 
consist  of  three  departments,  as  proposed  by  Mr.  Campbell : — 

I.  The  Judicial,  inchiding   Police  and  General   Exec^itive  Administralion  of 
Justice; 

II.  The  Revenue ; 

III.  The  MlsceHaneous,  including  Political,  Education,  Medical,  Mairitie,  and 
everything  not  falling  within  the  Judicial  or  Revenue  Departments ;  each  depart- 
ment would  be  distinct  from  the  others  and  in  charge  of  a  secretary ;  but  it  would 
probably  be  necessary  to  arrange  that  questions  of  a  general  nature,  tfiat  is,  affecting 
more  than  one  of  the  departments,  should  be  dealt  with  by  one  particular  aecretary ; 
of  course,  in  close  communication  with  the  others  concerned.  He  might  be  the 
chief  secretary.  As  the  Appointment  of  the  second  secretaiy  would  be  compensated 
for  by  the  abolition  of  one  of  the  two  appointments  in  the  Board  of  Revenue,  so  the 
appointment  of  a  third  would  be  justified  by  the  abolition  of  that  of  Inspector-General 
of  Police,  with  which  I  would  dispense,  replacing  the  poKoe  of  each  division  under 
the  Commissioner  of  the  Division.  I  have  never  Deen  aole  to  understand  what  prac- 
tical advantage  could  be  expected  from  making  the  officers  and  men  so  differently 
circumstanced  as  those  employed  in  Cbittagong  and  Arrah,  in  Luckimpore  and 
Lohardugga,  in  Rungpore  and  Orissa,  members  of  the  same  force.  Nor  have  I  seen 
that  any  appreciable  benefit  has  resulted  therefrom ;  and,  indeed  the  question  has 
now  been  raised  whether  the  circumstances  of  some  of  these  places  are  not  so  different, 
and  the  distances  between  them  so  great,  that  they  should  even  cease  to  be  adminis- 
tered by  the  same  Gt>vemment. 

22.  Some  years  ago,  sitting  on  the  Finance  Commission,  I  concurred  in  a  recommen- 
dation that  one  of  the  two  opium  agencies  should  be  abolished.  Since  then  the  breadth 
of  territory  over  which  opium  is  grown  has  been  so  much  increased,  Aat  probably  local 
supervision  could  no  longer  be  properly  exercised  by  one  agent.  I  would  retain  the  two, 
placing  them  under  the  Chief  Commissioner. 

23.  The  Collector  of  Custonis,  too,  for  reasons  given  above,  I  would  place  under  the 
Chief  Commissioner.  Salt  and  customs  are  now  so  closely  connected  that  they  should  be 
imder  the  same  controlling  authority. 

24.  The  powers  of  the  Commissioners  of  Divisions  being  considerably  increased,  and 
tiie  superintendence  of  the  police  being  restored  to  them,  I  would  on  no  account  reduce 
their  numbers,  as  proposed  by  Mr.  Campbell.  I  look  upon  it  as  quite  impossible ;  at  any 
rate,  in  the  divisions  which  are  not  in  immediate  and  close  comnranications  with  the 
Presidency,  to  dispense  with  a  head  local  authority,  or  representative  and  agent  of 
government,  as  distinguished  from  a  central  and  distant  controlling  authority.  It  has 
been  proposed  to  reduce  the  Commissioners  of  the  Regulation  Districts  to  six,  instead  of 
to  four,  as  advocated  by  Mr.  Campbell.  I  am  entirely  opposed  to  this.  Even  under  that 
scheme  I  am  convinced  that  the  Oommissioners  of  the  Divisions  in  which  the  work  would 
be  most  concentrated  would  be  worked  beyond  the  possibility  of  efficiency,  while  in  the 
more  distant  divisions  the  enormous  areas  which  would  be  assigned  to  the  Commissioners, 
and  the  difficulties  and  delays  of  communication,  would  place  that  officer  rather  in  the 
category  of  a  distant  central  authority,  which  we  do  not  want,  than  of  one  with  a  practical 
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local  knowledge,  available  both  for  the  control  of  district  officers  and  for  advising  the 
Gh>vemment. 

25.  Mr.  Campbell,  in  his  9th  paragraph,  doubts  *^  whether,  as  the  service  is  now  con- 
stituted, and  after  a  fair  apportionment  oi  ability  to  the  judicial  branch,  so  large  a  number 
of  men  wiU  usually  be  found  on  whom  sufficient  reliance  can  be  placed  to  act  without  the 
intervention  of  any  such  controlling  power  as  the  Board."  I  do  not  share  his  doubt.  Out 
of  the  service,  as  it  is  at  this  moment  constituted,  I  am  very  confident  that  there  will 
never  be  a  difficulty  in  selecting  an  able  and  efficient  Commissioner,  and,  which  is  perhaps 
still  more  to  the  purpose,  one  on  whom  thorough  reliance  can  be  placed.  In  writing  this, 
I  assume  that  care  will  be  taken  if  the  judicial  and  executive  branches  of  the  service  be 
separated,  as  proposed  below,  to  make  the  material  attractions  of  the  executive  line  as  great 
as  those  of  the  judicial. 

26.  For  the  present,  I  need  follow  Mr.  Campbell  no  lower  in  the  details  of  his  scheme 
of  administrative  machinery,  but  I  will  say  generally  that  I  cordially  agree  in  his  recom- 
mendations tiiat  a  complete  separation  should  be  made  between  the  judicial  and  executive 
branches  of  the  service.  Eventually  this  should  be  effected  throughout ;  an  outline  of  a 
scheme  for  doing  so,  as  far  as  the  covenanted  service  is  concerned,  is  already  under  con- 
sideration. 

27.  The  present  magbtrates  of  the  district  being  thus  deprived  of  all  judicial  functions^ 
might  be  designated  Deputy  Commissioners,  and  under  them  the  police,  as  well  as  all 
other  executive  departments  should  be  directly  placed,  the  district  superintendents  being 
absolutely  their  assistants  primarily  for  police  purposes. 

28.  The  arrangements  which  I  have  proposed  will  provide : 

A  Governor  with  a  Council,  each  member  of  which  will  undertake  the  executive 
work  of  certain  departments : 
Three  secretaries  (with  under-secretaries)  at  the  head  of  three  independent  departments, 
one  having  a  position  somewhat  higher  than  the  others ; 

Annancial  or  other  Chief  Commissioner,  controlling  the  customs,  salt,  opium, 
excise,  stamps,  assessed  taxes,  and  any  other  similar  new  departments  wluch  may 
spring  up ; 

Two  opium  agents  and  the  collectors  of  customs  at  Calcutta,  and  other  ports,  under 
the  Chiei  Commissioners ; 

Eight  Commissioners  of  regulation  divisions,  and  three  of  non-regulation  divisions 
as  at  present,  with  increased  powers,  subordinate  to  the  Chief  Commissioner  as  fur  as 
his  special  departments  are  concerned ;  but  in  direct  communication  with  Govern- 
ment on  all  other  matters ;  and  exercising  their  control  over  the  police  as  well  as  all 
other  executive  departments  in  their  divisions. 

A  committee  of  the  tiuree  Commissioners  whose  divisions  are  most  accessible  from 
the  Presidency,  to  frame  rules  of  practice  and  give  similar  assistance  to  the  Govern- 
ment when  called  upon  to  do  so ; 

Deputy  Commissioners  at  the  head  of  the  police  and  all  other  executive  depart- 
ments of  their  districts,  with  district  superintendents  and  other  executive  assistants, 
covenanted  and  uncovenanted ;  ^ 

A  judicial  branch  of  the  service,  which  should  give  an  assistant  judge  as  well  as  a 
judge  to  each  district,  through  which  appointments  covenanted  officers  should  enter 
the  judicial  line. 

29.  Eventually,  I  should  hope  to  see  the  principle  carried  down  lower ;  a  judicial  and 
an  executive  officer  being  located  at  every  one  of  the  sub-divisions  into  which  these 
provinces  are  now  being  divided. 

(signed)        H,  Z.  Dampier. 
10  March  1868. 


Enclosure  10^  in  No  11. 


Minute  by  His  Excellency  the  Gt)vemor  GeneraL 
1.  ^  On  receipt  of  the  Secretary  of  State's  Despatch,  No.  10  of  the  16th  January  last,  re- 


prepared 

the  general  subject  in  January  last.  My  honourable  colleagues  have  now  recor&ed 
Minutes  expressive  of  their  replies  to  the  questions  put  by  me  Secretary  of  of  State. 
These  Minutes  raise  various  points,  to  some  of  which  I  will  findly  advert,  before  trans- 
mitting the  papers  to  Her  Majesty's  Government.  In  this,  as  in  my  former  Minute,  I 
shall  follow  me  order  of  the  questions  as  put  in  the  Secretary  of  State's  Despatch. 

2.  In  answer  to  the  first  question,  I  have  already  stated  that  I  do  not  consider  it  neces- 
sary or  desirable  that  Bengal  should  be  placed  under  a  Government  similar  to  that  of 
Madras  and  Bombay.  The  majority  of  my  honourable  colleagues  and  the  Lieutenant 
Governor  of  Bengal  (Mr.   Grey)  are  indeed  favourable  to  the  proposal     But,  for  the 
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reasons  given  in  my  Memorandmn  of  January  last^  I  am  still  decidedly  averse  to  it.  I 
would  further  refer  to  the  reasons  recorded  with  the  same  view  as  myself  by  my  late  col- 
league»  Sir  W.  Muir^  whose  acquaintance  with  the  practical  working  of  Government  by 
Lieutenant  Governors  is  unsurpassed. 

3.  One  of  the  main  reasons  assigned  in  favour  of  the  measure  by  Mr  Grey  is  that  a 
Governor  in  Council  in  Bengal  woula  carry  more  we^ht  than  the  present  form  of  Govern- 
ment, which  by  itself  has  hardly  as  much  weight  as  is  desirable.  Now,  I  affirm  that,  as  a 
Local  Government  for  the  locd  administration  of  Bengal,  the  Government  of  the  Lieu- 
tenant Governor  has  all  the  weight  it  needs.  It  may  not  have  by  itself ,  standing  alone, 
so  much  weight  as  the  Governments  of  Madras  and  Bombay.  jBut  it  is  supported  and 
sustained  by  the  immediate  presence  of  the  Government  of  India.  And  at  Calcutta  the 
British  Government,  composed  as  above,  has  as  much  weight  as  it  could  possibly  have ; 
more  prestige,  indeed,  than  the  British  Government  either  at  Madras  or  Bombay.  By 
way  of  converse  I  submit  that  if  the  Government'  of  Bengal  were  to  be  made  too  inde- 
pendent, the  weight  and  prestige  of  the  Government  of  India  would  be  affected ;  very 
probably  differences  would  arise  between  it  and  the  Government  of  India ;  and  the  general 
result  would  be  to  lower  the  status  of  the  British  Government  at  the  capital  of  India  and 
thence  generally  throughout  the  land. 

4.  Another  main  reason  adduced  by  the  Lieutenant  Governor,  is  that  the  work  of  the 
Bengal  Government  is  becoming  too  vast  in  amount  for  a  Lieutenant  Governor  unaided 
by  a  Coimcil  to  perform.  Doubtless  the  statistical  array  of  correspondence,  as  presented 
in  his  Minute,  is  formidable.     But  I  feel  convinced  in  my  own  mind  that  these  figures 

S've  a  too  expanded  idea  of  the  real  work.  For,  as  compared  with  the  size  of  Bengal^ 
le  amount  of  correspondence  seems  excessive.  Either  the  correspondence  must  be  to 
some  extent  of  a  routine  character,  or  else  the  system  of  correspondence  must  be  in 
need  of  abridgment.  The  apparent  extent  of  work  therefore  must,  I  apprehend,  be 
susceptible  of  reduction.  But  allowing  that  the  real  work  would  even  then  appear 
very  heavy,  I  still  deny  that  the  Lieutenant  Governor's  time  would  be  at  all  savea  by 
having  a  Council.  If  some  trouble  should  be  spared  to  him  by  a  partial  distribution  of 
work  among  his  Councillors,  still,  on  the  other  hand,  much  tune  would  be  lost  by  long 
discussions  m  Council,  ^lore  or  less  controversial,  on  subiecte  which  might  well  have  been 
disposed  of  by  the  Lieutenant  Governor  alone.  The  Lieutenant  Governor's  work  would 
be  increased  and  impeded  rather  than  lessened  or  facilitated,  if  he  had  a  council ;  instead  of 
baying  more  leisure  to  take  up  measures  of  improvement,  he  would  positively  have  less 
than  he  now  has.  Having  myself  administered  a  Local  Government  without  a  Council, 
and  a  general  Government  with  a  Council,  I  am  able  to  submit  my  opinion  in  the  above 
point  with  some  confidence. 

5.  If,  however,  the  Lieutenant  Governor  be  overburdened  with  work,  the  proper 
remedy  is,  not  to  give  him  a  Council,  which  would  only  add  to  his  labours,  but  to  relieve 
him  of  some  of  the  outer  portions  of  his  very  extensive  territories.  For  this  reason, 
among  others,  I  recommend  that  Assam  be  separated  off  from  Bengal  at  once,  which 
measiire  would  afford  sensible  relief  to  the  Bengal  Government.  Here^ter  if  the  Bengal 
Government  shall  be  found  to  be  still  overwei^ted,  it  may  be  further  possible  to  separate 
off  Behar,  which  has  no  real  affinity  to  Bengal  Proper,  and  which,  together  with  some 
parts  of  the  province  of  Benares,  might  be  form^  into  a  separate  Lieutenant  Governorship, 
as  was  done  temporarily  by  Lord  Canning  in  1857-58. 

6.  And  here  I  would  observe  that  the  Lieutenant  Governor  writes  as  if  I  wished  to 
bring  Assam  more  under  the  control  of  the  Government  of  India,  when  recommending 
that  that  province  should  be  formed  into  a  Chief  Commissionership.  But  my  real  wish  is 
this,  to  separate  Assam  from  Bengal,  and  to  give  it  a  strong  administration  of  its  own ;  the 
object  being  partly  to  relieve  Bengal,  but  mainly  to  benefit  Assam.  In  order  to 
strengthen  the  new  Chief  Commissioner  I  propose  to  place  Imn  directly  under  the  Govern- 
ment of  India;  and  for  no  other  reason.  That  such  an  officer  would  be  essentially 
strengthened  by  being  under  the  Government  of  India  rather  than  under  a  Local  Govern- 
ment will,  I  am  sure,  be  affirmed  by  every  officer  who  has  ever  held,  or  aspired  to  hold, 
the  office  of  Chief  Commissioner. 

7.  Another  reason  urged  by  Mr.  Grey  for  having  a  Governor  and  Council  for  Bengal 
is  to  obviate  detailed  interference  on  the  part  of  the  Crovemment  of  India.  Now,  I  affirm 
that  the  Government  of  India  does  not  mterfere,  and  never  has  interfered,  unduly,  with 
the  Government  of  Bengal ;  and  that  the  instances  of  interference  of  any  kind  are  but 
few.  Mr.  Grey  does  indeed  mention  two  or  three  instances  of  what  he  supposes  to  be 
imdue  interference.  A  note  on  these  cases  will  be  found  appended,  wherefrom  it  will  be 
perceived  that  there  were  good  grounds  for  the  proceedings  taken  by  the  Government  of 
India.  It  seems  to  me  that  the  line  adopted  by  Mr.  Grey  amoimts  to  a  claim  that  he 
should  say  which  are  the  matters  wherein  the  Government  of  India  may  le^timately 
interfere;  which  would  be  about  as  reasonable  as  if  the  Government  of  India  were  to 
attempt  to  lay  down  the  class  of  cases  wherein  the  Secretary  of  State  might  interfere  in 
the  administration  of  India.  I  need  hardly  say  that  having  myself  selected  Mr.  Grey 
for  the  high  post  he  so  worthily  fills,  I  have  all  reasonable  confidence  in  him.  Still  I 
submit  that  the  Lieutenant  Gt)vemor  of  Bengal  cannot  be  otherwise  than  benefited  by  re- 
maining under  the  fair  and  moderate  supervision  of  the  Government  of  India.     So  £eu* 
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from  admitting  that  ihe  cases  addtired  by  Mt.  Grey  afford  any  reason  for  ridding  Lim  or 
interference  from  the  GoTernment  of  India,  I  would  turn  the  argument  quite  the  othei 
way ;  and  I  would  urge  that  if  Mr,  Grey  takes  exception  (as  I  consider  unreasonably)  to 
these  instances,  what  would  he  do  if  he  were  to  be  made  a  GoyenK>r  in  CounciL  Would 
he  not  at  once  assume  virtual  independence  of  the  Government  of  India  ?  And  does  not 
his  own  argimient  gO  to  prove  the  very  thing  for  which  I  contended  5  namely,  that  to  ele- 
vate or  strengthen  the  Government  of  Bengal  beyond  what  it  now  is,  would  be  to  render 
it  really  independent,  and  to  seiiously  injure  the  influence  of  the  Governor  General. 

8.  The  Lieutenant  Governor  considers  that  there  would  be  no  grave  difllcolties  in  cMry- 
ing  out  the  details  which  would  arise  from  the  formation  of  a  Governor  in  Council  for 
Bengal.  But  I  believe  that  there  would  be  some  difficulties  of  this  kind.  For  instoace, 
the  status  of  the  High  Court  at  Calcutta  would  have  to  be  modified ;  especially  in  respect 
to  the  appointment  of  judges,  for  which  nominations  are  now  made  by  the  Govenmieiit  of 
India.  Again,  there  would  be  difficulty  in  respect  to  the  Public  Works  establishment, 
and  in  respect  to  removing  that  department  altogether  from  under  tlie  supervision  of  the 
Government  of  India,  as  virtually  proposed  by  the  Lieutenant  Governor.  For  the  fact 
is,  that  despite  the  efforts  even  of  Mr.  Grey,  the  Public  Works  Department  of  Bengal  is 
one  of  the  least  satisfactory  departments  in  that  province  or  in  India ;  and  is  sordiy  m 
need  of  the  best  supervision  that  can  be  had. 

9.  In  some  passages  of  the  Minutes,  and  especially  in  the  Minute  of  his  Excellency  the 
Commander  in  Chief,  it  seems  to  be  argued  that  some  of  the  questions  arising  in  Bengid 
are  of  a  nature  that  can  better  be  dealt  with  by  a  Governor  and  Council  than  by  a  Lieu* 
tenant  Governor  alone.  I  couH  not  admit  the  force  of  any  such  argument.  Owing  to 
its  permanent  settlement,  Bengal  is  exempt  from  many  questions  which  prove  tnMible- 
some  in  other  parts  of  Indiia.  Ail  really  large  questions  which  do  arise  have  to  be  referred 
to  the  G^yertior  General  in  Council ;  and  this  almost  without  any  exertion  whatever. 
Indeed,  such  questions  do  fiot  rest  even  there  ;  for  they  are  oft^i  referred  to,  or  are  taken 
up  by,  the  Secretair  of  State  in  England.  What,  therefore,  can  be  the  use  of  providii^ 
a  local  Council  for  debating  questions  which  must  tdtimately  go  to  the  Governor  Generiu 
in  Council ;  and  perhaps  even  to  the  Secretary  of  State  in  Council  ?  No ;  the  mass  of 
affairs  in  Bengal  is  exactly  of  that  description  which  can*  be  better  managed  under  a  Lieu- 
tenant Governorship  than  under  any  other  form  of  Government. 

10.  Not  only  do  I  foresee  complications  and  discussions  sure  to  arise  from  having  two 
Govertanents  with  Councils  at  the  same  place  (Calcutta),  but  I  apprehend  that  complica- 
tions  might  arise  which  cannot  be  precisely  foreseen  and  the  extent  of  which  can  hardly 
be  appreciated  beforehand. 

11.  But  while  deprecating  the  formation  of  a  Governor  and  Coundl  for  Bengal,  or  the 
concession  to  the  Lieutenant  Governor  of  the  title  and  status  of  a  Governor,  I  would 
decidedly  recommend  that  tlie  emoliuuents  of  the  Lieutenant  Governor  of  Bengal  be 
somewhat  im^eased,  and  placed,  not  quite  on  a  par,  but  nearly  on  a  par,  with  those  of  a 
Governor.  For  the  Lieutenant  Governor  of  Bei^al  has  harder  work  and  more  onerous 
responsibilities,  and,  moreover,  has  far  greater  calls  on  his  liberality  and  hospitality  than 
amy  other  Lieutenant  Governor.  Indeed,  at  such  a  capital  as  Calcutta,  the  calls  on  the 
Lieute&ant  Gt>vemor  are  doubtless  very  great  indeed. 

12.  Before  quitting  this  part  of  the  subject,  I  must  advert  for  a  moment  to  a  suggestion 
thrown  out  by  my  honourable  colle wue.  Sir  H.  Durand,  that  the  appointment  of  Lieute- 
nant Governors  now  made  by  the  Governor  General  in  Council,  subject  to  the  approba- 
tion of  Her  Majesty,  should  be  made  by  Her  Maiesty's  Government;  and  that  the 
Governorships  or  Madras  and  Bombay  should  be  reduced  to  Lieutenant  Governorships. 
I  feel  bound  to  express  my  dissent  from  both  these  proposals.  To  take  away  from  the 
Governor  General  this  power  of  appointing  Lieutenant  Governors,  subject  to  Her  Majesty's 
approbation,  would  be  seriously  to  lower  his  status  and  lessen  his  influence.  The  Lieute- 
nant Governors  are,  by  the  name  and  constitution  of  their  office,  the  deputies  and  lieutenants 
of  the  Governor  General,  and  should^  I  submit,  continue  to  be  nominated  and  appointed 
by  him,  as  at  present.  As  to  reducing  the  Governors  of  Madras  and  Bombay  to  Lieutenant 
Governors,  I  apprehend  that  no  such  proposal  will  be  deemed  practicable  by  Her  Majesty's 
Government  I  would  recommend  that  those  two  Governments  be  left  as  they  are,  and 
in  respect  to  their  past  and  present  status  I  would  refer  to  what  is  said  in  my  Memorandum 
of  January  laet. 

13.  1  have  now  set  forth  the  additional  matter  which  seemed  to  be  called  for  respecting 
the  first  question  put  in  the  Secretary  of  State's  Despatch.  For  further  answer  to  that 
important  question  I  would  refer  to  what  is  stated  in  my  Memorandum  of  January  last, 
and  my  Minute  of  the  19th  February. 

14.  In  answer  to  the  second  question  in  the  Secretary  of  State's  Despatch,  I  have 
already  explained  that  I  would  keep  the  form  of  the  Government  of  Bengal  and  its  rela- 
tions with  the  Government  of  India  just  as  they  are ;  and  I  have  not  now  anything  to 
add.  Indeed,  the  answer  of  this  second  question  mainly  depends  on  the  answer  given  to 
the  first. 

15.  In  respect  to  tiie  third  question,  namely,  wbether  the  local  administration  of  Bengal 
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«}iould  be  placed  in  the  same  hands  with  that  of  the  general  Grovemment  of  India^  I  have 
already  said  that  I  do  not  recommend  this ;  and  I  find  that  my  honourable  colleagues  say 
the  same  in  effect ;  and  I  need  add  nothing  now.  Indeed,  it  seems  to  be  genemlly  con- 
mdered  that  this  measure,  if  carried  out,  would  be  a  decidedly  Retrograde  step. 

16.  The  above  remarks  apply  equally  to  the  fourth  question  regarding  the  undesirabiliiy 
of  restoring  the  relations  which  formally  subsisted,  wherebj^  the  Lieutenant  Governor  might 
be  made  a  member  of  the  Governor  General's  Council  with  the  title  of  Deputy  Governor 
of  Bengal.  I  certainly  think  that  he  should  not  be  member  of  the  Governor  General's 
executive  Council ;  but  he  might  continue  to  sit  on  the  Governor  General's  legislative 
CounciL 

17«  The  fifth  question  in  the  Secretary  of  State's  Despatch  relates  to  the  maintenance 
or  discontinuance  of  the  existing  local  legislature  of  Bengal.  Now,  in  my  Minute  of  the 
19tib  February,  I  recommended  that  this  local  legislature  be  abolished ;  and  I  am  still  of 
this  opinion.  I  answer  the  question  affirmatively  in  the  exact  terms  out  in  the  Secretary 
of  State's  Despatch,  namely,  that  "  the  Lieutenant  Governor  should  himself  possess  (sub- 
ject of  course  to  supervision  by  the  Government  of  India)  legislative  power  for  limited 
purposes;  all  other  legislation  for  Bengal  being  entrusted  to  the  general  legislature." 
feut  the  majority  of  my  honourable  colleagues  and  the  Lieutenant  Governor  are  strongly 
against  the  proposal ;  and  I  must  advert  very  briefly  to  the  arguments  adduced. 

18.  It  is  urged  that  the  Bengal  Legislature  has  done  much  work,  and  done  it  well ; 
which  work  would  have  not  been  so  well  done  by  the  Governor  General's  legislative 
Council,  and  would  have  burdened  that  Council  in  the  doing.  Now,  I  have  examined 
a  list  of  the  Acts  passed  by  that  Council  for  the  last  four  years ;  that  list  is  appended  to 
these  papers.  It  will,  I  think,  be  found  that  much  of  this  legislation  relates  to  what  have 
been  termed  by  one  of  my  honourable  colleagues  "  parish  vestry"  subiects,  which  might 
have  been  more  efficientiy  disposed  of  in  the  administrative  than  the  legislative  depart* 
ment,  and  which  were  not  reaUy  worthy  of  the  formal  machinery  of  a  legislature.  Doubt- 
less, I  should  be  sorry  to  see  the  Government  of  India  take  over  this  dass  of  business ;  on 
the  contrarv,  I  would  transfer  it  to  the  undivided  management  of  the  Lieutenant  Governor 
(subject  only  to  the  general  supervision  of  the  Government  of  India),  who  would  by  him- 
self do  it  better  than  it  is  now  done  by  the  local  legislature.  On  the  other  hand,  such  of 
the  business  as  may  be  of  any  importance,  I  certainly  would  transfer  to  the  Governor 
General's  legislative  Council,  being  convinced  that  this  last-named  Council  is  far  better 
than  any  local  council  could  be ;  and  far  more  suited  to  deal  impartially  with  grave  and 
powerful  interests.  Moreover,  in  reference  to  what  is  urged  by  my  honourable  colleague, 
Mr.  Maine,  I  do  not  believe  that  the  amount  of  business  thus  limited  would  prove  at  all 
too  much  for  the  Governor  General's  Legislative  Council.  There  is  some  danger  of  large 
provincial  questions  being  dealt  with  in  a  comparatively  narrow  spirit  by  a  local  legishr 
ture,  where  particular  parties  might  obtain  a  preponderance.  Such  measures  would  have 
a  far  better  hearing  in  the  Governor  Genend's  Council,  which  has  representatives  from 
Bengal  and  other  parts  of  India,  besides  having  the  presence  of  the  Governor  (general's 
executive  Council  and  of  the  Lieutenant  Governor  himself.  For  instance.  Bills  relating 
to  Cooly  labour,  to  indigo,  to  contracts,  to  rente  of  land,  would  be  dealt  witii  much  more 
satisfactorily  and  much  more  liberally,  in  the  true  sense  of  the  term,  by  the  imperial  than 
by  the  local  legislature.  Questions  of  some  such  importance  as  these  are  the  only  ques- 
tions which  really  demand  legislation;  and  such  legislation  can  be  best  afforded  oy  a 

Seneral  and  not  a  local  council.  Lesser  questions  had  best  be  left  to  the  Executive, 
loreove]^,  the  waste  of  lime,  the  fruitiess  discussions,  the  exaggerated  notions,  which 
inevitably  arise  in  a  local  legislature,  on  comparatively  petty  subjects,  are  in  themselves 
objectionable,  distracting  the  minds  of  the  local  Government  and  of  its  officers  from  the 
weightier  matters  of  a£ninistration,  and  rendering  them  less  apt  to  examine  into  the 
reahties  of  the  interior  of  the  countrv.  Thus  this  plaving  at  legislature  detracts  from 
the  vigour  and  efficiency  of  the  Executive,  and  impairs  that  sort  of  active  management 
which  is  essential  to  all  Indian  provinces,  and  to  none  more  so  than  to  BengaL 

19.  Lastly,  there  is  the  difficulty  of  finding  gentlemen,  European  and  Native,  competent 
to  fill  places  in  two  Legislative  Uouncils  in  Calcutta.  As  explained  by  my  honourable 
colleague,  Mr.  M  wie,  it  b  difficult  to  fill  even  the  Governor  General's  Legislative  Council 
properly. 

20.  For  all  these  reasons,  T  re^et  the  constitution  of  the  local  legislature  for  Bengal, 
and  I  would  desire  to  nee  its  abolition,  if  that  were  possible.  But  several  of  my  honourable 
colleagues  have  forcibly  urged  that  even  if  such  abolition  were  desirable,  it  would  not 
now  be  reasonably  possible.  It  is  said  that  such  a  legislature  having  once  been  conceded 
to  Bengal,  can  hardly  be  taken  away :  that  any  attempt  at  deprivation  would  provoke 
much  clamour  and  opposition,  and  would  certainly  cause  much  misconstruction  and  mis- 
apprehension. I  cannot  deny  the  truth  of  this :  and  taking  the  argument  as  it  has  been 
put,  ^^ factum  valeat  quod nonjieri  debuity^  I  will  not  further  press  the  point.  For  tiiis 
reason,  and  for  this  alone,  I  will  assume  tiiat  the  Bengal  Legislature  must  remain  as 
it  is. 

21.  But,  for  the  reasons  already  given,  I  am  quite  averse  to  extending  the  principle  of 
iocal  legislation  to  any  otiier  province  besides  Bengal,  and  I  would  not  constitute  any  thins 
of  the  kind  either  in  the  North  West  Provinces  or  in  the  Punjab.     It  may  be,  as  pointed 
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m\  Ijff  iaW9  of  mj  bonpuntble  coU^agtie^s  ^ha$  the  Act  of  Parlianiwt  contemplated  the 
eventuiU  formation  of  loc^  le^elatar^s  in  Qth^r  provii^ces  beBid,eQ  Bengs^.  But  iloB 
^go^stion  of  time  was  necessaxily  left  to  be  solved  by  thc)  exe^iitive  Government  of  the 
pay.  And  I  am  clearly  of  opinion  that  the  time  has  Xkot  yet  arrived  for  noting  on  th^ 
permission  thus  accorded. 

2?.  In  the  Minute  of  my  honourable  colleague^  Mr.  Maine^  some  doubt  is  expressed 
93  to  th^  GoverAor  General*s  Legislative  Council  being  able  properly  to  undertal^e  tbe 
responsibility  of  legislating  for  remoto  and  comparatively  unknown  provinces^  and»  i|8  to 
its  being  properlv  answerable  for  t}ie  result  ot  its  legislation  in  such  case^.  I  do  j^ 
myself  share  this  aoubt  That  Council,  as  at  present  composed,  is  well  suited  for  gen«r^ 
legislation ;  the  presence  of  the  members  of  the  executive  Council  ensures  a  sense  of 
respoBsibility  for  result.  This  legislative  Council  ought  to^  and  naturally  will,  regard, 
and  even  accept,  the  local  points  which  are  urged  by  the  provincial  administration,  and 
supported  by'tne  Government  of  India,  only  applying  its  own  acumen  to  the  general 
prmciple. 

33.  With  the  above  exception,  all  the  arguments  adduced  by  my  honourable  coUeage, 
Mr.  Maine,  ifU  favour  of  restoring  to  the  executive  Government  that  power  of  legisktmg 
for  the  less  advanced  portions  of  the  country  which  it  once  possessed  in  fact,  nave  my 
entire  concurrence*  In  the  above  portions  I  would  include  all  the  territories  now  known 
as  non-regulation  provinces  and  districts.  Whether  the  North  West  Provinces  should 
com«  under  this  oategoir  could  be  decided  when  the  details  came  on  for  decisioii,  after  the 
determioatioii  of  the  mam  principle. 

24,  Before  quitting  this  part  of  the  subject  I  must  notice  that  passage  of  the  Lieutenant 
'Governor's  Minute  where  it  is  urged  that  instead  of  the  laws  passed  by  a  local  legislature 
being  assented  to,  or  vetoed  by  the  Governor  General  individually,  aa  at  present,  they 
shoiJld  be  assented  Uh  or  vetoed  by  the  Governor  General  in  Council^  ana  that  in  thue 
event  of  veto  the  local  Government  should  be  entitled  to  tender  explanation  for  the 
further  coiisi^ileratiLm  of  the  Governor  General  in  Council.  Now,  I  must  say  that  I 
wholly  object  to  tliiu  proposal.  As  having  been  appointed  representative  of  the  Queen, 
the  Viceroy  and  Governor  General  communicates  (subject  to  control  by  the  Secretary  of 
State)  his  a^ent  or  otherwise  to  Indian  legislation.  This  power  could  not  be  modified 
without  derogation  of  his  just  authority.  If  in  doubt,  the  Governor  General  will  of  oourse 
consult  his  Council ;  for  his  own  sake,  when  there  be  any  cause  for  hesitation,  he  would 
naturally  seek  for  such  adviqe  ;  but  after  that  he  should  decide  for  himself^  and  on  his 
own  responsibility.  But  in  a  case  of  this  nature  any  division  of  responsibility  between 
the  Governor  General  and  bis  Council,  or  any  formal  discussion^  would  be  a  mistake. 

26.  The  sixth  question  in  the  Secretary  of  State's  Despatch  relates  to  the  desirability 
or  otherwise  of  any  change  wherebjr  the  Government  of  India  would  be  compelled  to  take 
a  more  direct  share  in  the  administration  of  the  territories  under  the  Government  of 
Bengal,  or  of  any  other  local  Government  I  have  already  stated  my  own  opinion 
against  any  such  change,  ^nd  the  majority  of  my  honourable  colleagues  have  done  the  same. 
I  nave  now  nothing  farther  to  add,  savilig  that  full  authority  to  supervise  and  control 
should  be  reserved  to  the  Governor  General  in  Councili  whenever  he  might  deem  it 
necessary. 

26,  The  seventh  auction  in  the  Secretary  of  State's.  Despatch  relates  to,  the  arraiige- 
menta  to  be  made  whenever  the  Governor  General  leaves  Calcutta  for  any  other  part  of 
Indi^  As  is  well  known,  I  have  for  the  last  four  years  taken  my  whole  Councjl  with  me 
whenever  I  left  Calcutta  for  the  Ujmer  Provinces.  My  honourable  colleagues  and  the 
Lieutenant  Governor  of  Bengal  do  for  the  most  part  testify  strongly  to  the  merits  of  this 
arrangement  as  bein^  much  su^rior  to  any  previous  arrangement.  It  is  satisfiactorv  to 
me  to  find  that  such  is  their  opmion.  I  consider,  that  the  same  principle  should  still  be 
adhered  to  as  much  as  may  be  practicable. 

27.  In  reference  to  this  topic,  however,  I  must  advert  to  a  passage  in  the  Minute  of  my 
honourable  colleague,  Sir  H.  Durand.  It  is  suggested  in  the  Secretary  of  State's  De- 
spatch that,  when  absent  from  his  Council,  the  Governor  General  might  summon  to.  hk 
assistance  any  one  or  two  members  of  that  body,  with  power  to  act»  with  tliat  assistanoe^ 
as  the  Governor  General  in  Council,  for  such  purposes  as  might  be  deemed  expedient. 
In  my  Minute  of  the  1.9th  of  February,  I  expressed  myself  in  favour  of  this  suggestion, 
which  I  still  deem  to  be  very  good ;  but  Sir  II.  Durand  considers  that  this  would  simply  be 
to  allow  the  Governor  General  to  pack  his  Council,  and  to  avoid  the  responsibility  under 
which  he  now  lies  when  away  alone  from  his  Council.  I  do  not  myself  see  why  such 
objections  should  be  applied  to  so  reasonable  a  proposal.  Lord  Elgin  summoned  a  member 
of  Gqundl  to  assist  him  when  away  from  Calcutta.  I  have  done  the  same  for  short 
|)eriods.  If  the  Governor  General  were  obliged  to  be  absent  from  his  Coimcil,  he  might 
find  it  most  convenient  to  summon  one  member  for  particular  business.  If,  for  instance, 
the  Governor  General  were  alone  near  the  scene  of  military  operations,  he  might  summon 
the  military  member ;  if  some  impjortant  law  were  pending,  he  might  summon  the  legal 
member,  and  so  on.  In  this,  as  in  evair  other  point,  there  should  be  afforded  every 
facility  for  the  Governor  G^eral  and, for  his  Council,  eiidier  in  whole*. or  inpart^^^for 
making  circuits  about  the  country,  seeing  and  bearing  every  thiAg,  and  hBOomkof^ 
aci^uaintcd  with  the  officialt«  and  with  the  leading  natives.  ;  ..  •  » 
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28.  The  eighth  question  refers  to  the  power  of  summary  or  executive  legislation  for 
some  parts  of  India,  Having  in  my  former  Minute,  and  also  in  a  preceding  paragraph 
of  this  Minute,  expressed  myself  in  favour  of  this,  I  need  not  add  anything  here. 

29.  The  ninth  question  relates  to  the  capital  of  India.  In  my  Minute  of  January  last, 
and  in  my  Minute  of  the  1 9th  February,  I  have  fully  expressed  my  opinion  to  the  eflfect 
that  Calcutta  should  certainly  continue  to  be  the  capital,  and  that  no  Commission  of 
enquiiy  on  iJke  subject  is  called  for.  The  majority  of  my  honourable  colleagues  have 
declared  their  opinions  in  the  same  sense.     I  have  nothing  to  add  here. 

30.  A  part,  however,  of  the  Minute  of  my  honourable  colleague.  Sir  H.  Durand,  is 
devoted  to  the  deprecating  of  Simla  being  considered  as  an  alternative  capital,  and  of  the 
Governor  General  and  Council's  residence  there  being  regarded  as  a  permanent  arrange- 
ment. I  concur  in  his  argument  to  the  above  extent.  Indeed  I  have  never  recommended 
that  Simla  should  be  declared  an  alternative  capital,  or  that  the  Governor  General  and 
his  Council  should  always  spend  a  portion  of  the  year  there.  This  is  a  matter  which 
should  be  left  to  the  Governor  General  of  the  day  to  determine,  as  explained  in  paragraph 
30  of  my  Memorandum  of  January  last. 

31.  But  when  Sir  H.  Durand  goes  further  and  states  that  the  journey  to  and  from 
Simla  causes  loss  of  time  ;  so  that  "  for  two  months  there  is  a  bona  fide  paralysis  of  work," 
and  that  there  are  the  gravest  objections  to  the  geographical  situation  of  Simla  as  a  locality 
for  the  Government  of  India ;  then  I  am  unable  to  follow  him.  I  do  not  understand  how 
the  supposed  loss  of  two  months*  time  is  calculated.  As  a  matter  of  fact,  since  the  opening 
of  railway  communication,  the  journey  from  Calcutta  to  Simla  can  be  accomplished  in 
four  days  and  nights.  I  have  myself  so  accomplished  it.  The  most  ordinary  traveller 
can  do  it  in  a  week ;  even  the  clerks  do  it  in  less.  I  should  myself  calculate  the  necessary 
and  unavoidable  loss  of  time  in  the  year  at  a  fortnight,  rather  than  two  months.  I  do 
not  believe  that  any  delay  worth  mentioning  is  caused  by  the  journeys  to  and  from  Simla; 
and  as  for  the  idea  of  this  change  of  residence  causing  any  dislocation  of  the  official 
machinery,  where  is  there  any  proof  of  this  ?  Are  there  any  arrears  in  any  department  of 
the  Goveniment  of  India?  Are  not  all  affairs,  large  and  small,  brought  up  to  date?  Have 
avoidable  delays  occurred  in  any  class  of  cases  ?  So  far  from  anything  of  the  kind  being 
the  fact,  I  might  claim  credit  for  my  honourable  colleagues  and  myself,  on  account  of  the 
constantly  growing  mass  of  business  of  the  Government  of  India  being  kept  under. 

32.  But  in  further  elucidation  of  this  matter  a  statement  of  the  time  actually  occupied 
in  these  tours,  during  the  past  four  years,  is  appended.  From  this  it  will  be  apparent 
that  the  following  periods  have  been  occupied  in  travelling : — 

Days. 

In  1864 35 

„  1865 18 

„  1866 36 

„  1867 24 

average  of  the  four  years,  28  days.  But  although  these  periods  did  indeed  comprise  the 
travelling  between  Calcutta  and  Simla,  they  comprised  a  great  deal  more  besides.  For 
during  these  particular  periods  there  were  performed  grave  public  duties  specially  per^ 
taining  to  the  Governor  General,  which  could  have  been  performed  in  no  other  way ;  and 
for  the  performance  of  which,  if  these  opportunities  had  not  been  seized,  other  occasions 
must  have  been  found  at  great  trouble  and  expense.  In  the  35  days  of  1864  was  held  at 
Lahore  the  State  durbar  for  the  princes  and  chiefs  of  the  Punjab  and  its  dependencies.  In 
the  18  days  of  1865  the  Ganges  Canal,  the  Delhi  Railway,  the  head-quarters  of  the  North- 
West  Provinces  at  Allahabad,  were  inspected.  In  the  36  days  of  1866,  the  State  durbar 
was  held  at  Agra  for  the  princes  and  chiefs  of  Hindostan,  of  Kajpootana,  and  of  Malwa. 
In  the  24  days  of  1867  the  State  durbar  was  held  at  Lucknow  for  the  talookdarsof  Oude^ 
an  affair  which  will  be  in  the  immediate  recollection  of  Her  Majesty's  Gx)  vemment.  Hence 
it  can  be  seen  whether  these  ioumevs  were  not  turned  to  good  account  in  the  public  in- 
terest And  as  to  the  possibility  of  any  dislocation  being  caused  hereby  to  the  machinery 
of  the  Government  of  India,  I  cannot  in  the  least  understand  this.    In  1864  I  was  accom-* 

C'ed  by  one  member  of  my  Council,  and  in  the  other  years  by  the  majority  of  my 
durable  colleagues,  and  of  the  secretaries  in  the  several  departments.  If  any  of  my 
colleagues  happened  to  be  absent,  it  must  have  been  that  he  was  prevented  by  some  cause 
or  other  from  attending.  On  all  of  the/se  several  occasions  the  despatches  in  all  depart-* 
ments  of  Government  were  regularly  received  and  disposed  of;  and  the  current  busmess 
was  kept  up  nearly  at  full  swing. 

33.  Then  as  to  the  geographical  position  of  Simla;  though  it  is  in  the  Himalayas,  never- 
theless there  are  advantages  in  its  situation  which  merit  consideration.  Looking  to  the 
political  situation  of  the  Bengal  Presidency,  which  is,  of  course,  by  far  the  most  important 

{art  of  all  India,  to  the  Norm-west  Provinces  or  Hindostan,  to  ihe  Punjab  and  the  Trans- 
ndus  Frontier,  to  the  great  arterial  communication  between  Calcutta  and  Peshawur,  to 
the  first-dass  military  posts  with  which  that  line  is  dotted  and  studded,  looking  at  all  these 
things  together,  I  should  say  that  if  the  Government  of  India  moved  from  Calcutta  for 
any  lengtik  of  time,  Umballa  would  be  about  the  best  place  for  it  to  move  to.  The  emi- 
nently good  situation  of  Umballa  for  a  locality  of  central  authority  is  too  well  known  to 
require  explanation.  Now,  where  is  Umballa  ?  Why,  it  is  in  the  plains  near  the  foot  of 
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the  HimalayaSy  and  opposite  that  particular  part  of  the  range  where  Simla  is  situated. 
XJmballa  will  very  soon  be  connected  with  Calcutta  by  railway :  already  nine-tenths 
of  the  intervening  space  are  thus  connected,  and  Simla  is  distant  only  80  miles  from 
Umballay  which  (Sstance  is  traversed  by  a  good  road  with  every  advantage  in  respect  of 
postal  and  telegraphic  communication.  Again,  Simla  is  about  intermediate  between  the 
Punjab,  the  North- West  Provinces,  and  Oude,  the  very  three  provinces  which  demand 
the  attention  of  the  Government  of  India  when  absent  from  Calcutta.  There  is  much  then 
to  be  said  in  favour  of  the  political  position  of  Simla.  Still  I  am  far  fix>m  saying  that  the 
Governor  General  and  his  CJouncil  should  alw^s  go  there.  For  the  present  time  it  seems 
enough  to  remark  that  if  the  Government  of  India  moved  at  all  from  Calcutta,  it  had 
better  resort  to  a  good  climate,  in  a  politically  centrical  situation ;  and  that  not  only  was 
Simla  the  place  best  suited  for  this  view,  but  was  the  onli/  place  under  existii^  circum- 
stances at  all  suitable.     These  conditions  may,  of  course,  change  any  day  hereafter. 

34.  I  do  not  lay  so  much  stress  as  my  honourable  colleague  seems  to  do,  on  Simla  being 
so  far  from  Bombay  and  Madras.  The  concern  of  ihe  Government  of  India  with  tliose 
two  Presidencies  is  much  less  than  with  iiie  Bengal  Presidency.  I  do  not  mean  that  the  Gt>- 
vemor  General  and  his  Council  should  never  go  to  Madras  and  Bombay.  But  there  is 
practically  more  diflSculty  in  this  than  might  at  first  sight  be  apparent.  For  there  is  in- 
convenience in  the  Government  of  India  being  at  a  place  where  it  cannot  well  interfere* 
H  it  did  interfere,  it  would  be  charged  with  weakening  the  local  Governor  and  CounciL 
If  it  did  not  interfere,  and  did  nothmg,  it  would  be  charged  with  sitting  inactive  in  a 
comer  of  the  empire.  And  in  truth  it  would  be  at  a  distance  from  that  part  of  the  empire 
and  from  that  frontier  where  critical  afiairs  are  most  likely  to  arise,  and  with  which  rapid 
communication  must  be  maintained  if  the  Supreme  Government  is  to  be  master  of  the 
circumstances. 

35.  I  would  add  that  the  claims  of  Calcutta  as  the  capital  of  India  are  strikingly  put  in 
para.  8  of  Sir  H.  Durand's  Minute.  And  I  quite  concur  in  the  following  passage  : — ^^  It  is 
absolutely  certain  that  to  change  the  seat  of  Government  to  any  of  these  old  capias  (Allaha- 
bad, Agra,  Delhi,  or  Lahore),  or  to  any  other  site  in  the  plains  of  India,  would  signally 
fiEul  to  remove  the  cause  of  migrations  to  the  hills ;  it  would  intensify  the  desire  to  escape 
from  the  extreme  heat  to  a  cool  climate." 

36.  The  tenth  or  supplementary  question  in  the  Secretary  of  State's  despatch  re- 
lates to  the  Secretariat  and  to  the  Board  of  Revenue  of  Bengal.  I  have  nothing  to  add 
here  on  to  what  is  set  forlli  in  my  Memorandum  of  January  last,  and  my  Minute  of  the 
19th  Februarj^ 

37.  I 'shall  conclude  by  offering  a  few  brief  remarks  on  the  position  of  the  Governor 
General  of  India,  a  matter  which  may  be  somewhat  afiected,  one  way  or  another,  by  the 
eventual  decision  which  Her  Majesty's  Government  naay  form  on  the  subjects  which  have 
now  been  presented  for  discussion.  My  own  tenure. of  ot^oe  U  so  near  its  close  that  I 
shall  not  individually  be  affected  by  whatever  changes  may  or  may  not  be  made.  I  hope 
to  hand  over  to  my  successor  this  great  office  with  its  authority  and  prestige  unimpaired. 
I  further  hope  that  an  undiminished  influence  may  always  pertain  to  those  who  come  after 
me.  I  do  not  say  that  the  authority  of  my  office  has  as  yet  been,  in  any  real  degree,  weak- 
ened. I  trust  that  it  is  still  endowed  with  potential  vigour.  But  I  have  observed  at  tinaea 
a  tendency  to  subject  it  to  processes  whicn  might  induce  weakness  and  decay.  And 
though  I  fully  acluiowledge  tne  loyal  support  afforded  by  so  many  of  the  authorities  in 
India,  yet  I  cannot  overlook  the  fact  that  even  in  some  official  quarters  there  is  growing 
up  a  desire  to  be  virtually  independent  of  the  Queen's  representative  in  this  country. 
Now,  I  believe  that  there  is  as  strong  a  necessity  as  there  ever  was,  as  strong  a  necessity  as 
there  could  possibly  be,  for  one  centeJ  absolute  authority  in  India,  to  which  all  odier 
authorities  in  that  country  must  entirely  defer.  Such  authority  can  only  be  possessed  by 
the  Governor  General  in  Council ;  and  in  extreme  emergency,  such  authority  must  be 
understood  to  really  centre  in  the  Oovemor  General  himself  as  the  ultimate  arbiter  rf 
affiurs.  In  no  other  way  can  the  financial  means  of  the  empire  be  husbanded  and  econo- 
mised in  time  of  peace.  In  no  other  way  can  the  power  of  the  empire  be  effectively  wielded  in 
time  of  danger.  And  is  not  danger  to  India  still  possible  ?  We  may  never  have  1857 
over  again.  But  looking  to  the  statos  of  the  OTeat  powers  of  the  world,  to  the  growth  of 
their  maritime,  military,  commercial,  and  political  influence  in  the  East,  to  public  liabilities 
ac(»ruing  more  and  more  in  India,  and  sustained  by  the  credit  of  the  British  Government, 
I  can  foresee  possible  combinations  of  troubles,  widely  different  from  those  of  1857,  but 
equally  formidable.  If  in  such  crises  the  Governor  General  in  Council  is  really  powerfiil 
he  may  steer  the  State  through  the  breakers.  But  if  he  were  only  the  head  oi  a  loose 
confederation  of  local  governments  that  might  yield  him  only  a  qualified  obedience ;  or  if 
there  had  been  a  decentralisation  of  finance,  so  that  he  was  not  reidly  master  of  the  national 
resources,  then  the  dangers  of  such  a  time  might  be  so  aggravated,  that  those  concerned  in 
India  might  tremble  for  the  result,  and  that  the  immense  anterest  i)onnected  with  our 
Eastern  Empire  might  be  jeopardised. 

(fflgned)        John  Lawrence. 
23  March  1868. 
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Appendix  (A.)  referred  to  in  Para.  18  of  the  MinutH. 


ACTS  passed  by  tke-  Bav«al  Leoislativb  Cohtncil,  during  the  Years  from 

1864  to  1867^  indmsive. 


1864.     No.  1. — Relating  to  Haeknej  Carriafe». 
2.^  Regalatioa  of  Oaols. 
S. — Appointment  of  Municipal  Commissioners. 

4, — Amends  Aet  XXI.  of  1836,  respecting  alteration  of  Limits  of  existing  Zillahs. 
S.—CoDection  of  Tolls  on  Canals; 
6.^-Periodical  Inspection  of  Steam  Boilers^ 
7^ — Amends  and  oonsoHdates  Laws  respecting  Manufacture,  &c.  of  Salt 


1865.    No.  I. — Rendara  valid  certain  Acts  ^  Jodge,  94-Pergnnnahs. 

2.— Repeals  Act  IX.  of  1862,  respecting  Appointment  of  Registers  of  Deeds. 

8. — Prevention  of  Injury  from  Fire  in  PortS|  an4  safe  keeping  of  Inflammable  Oils. 

i* — Prohibiting  practice  of  Inocnlarian. 

5.-— Amends  Act  II.  of  1864,  regulating  Ghu>Is. 

6. — Regulating  Contracts  for  Labour. 

7.— Regulatiag  Public  Skogbtey^hooses. 

8. — ^Amends  Low  for  Sale  of  Under-tenures  for  Becoverj  of  Arrears  of  Rent 

9. — Amends  Act  VI.  of  1968^  vesting  the  Property  of  the  Town  of  Calcutta  and  the 
Management  of  its  Municipal  Affairs  in  a  Corporation. 


I860*    No.  L—  Amends  certain  Provisions  of  Regulation  YL  of  1819,  respecting  Public  Ferriea. 

2.— Regulates  tha  Polica  of  Calcutta. 

8. — Attendance  and  Examination  of  Witnesses  before  the  Bengal  Legislative  CounciL 

4, — Amends  and  consolidates  Act  Xllf.  of  1856,  for  regulating  the  Police  of  Calcutta, 
Madras,  and  Bombay. 

5. — Makes  better  provision  for  Regulation  of  Hackney  Carriages. 

6. — Amends  Act  YI.  of  1868,  vesting  the  Properly  of  Town  of  CaToutta  and  Manage- 
ment of  its  Municipal  Afialrs  m  a  Corporation. 

7.— Provides  for  the  acquisition  of  Land  for  Embankments. 

8.— Amends  the  Calcutta  Police  Act  of  1806. 

9. — Punishment  for  resisting  Lawful  Apprehension  or  Escaping  from  Custody. 

16.*— Improvement  ei  the  Port  of  Calcutta. 


1867.    No.  1. — Explains  and  amends  Act  YI.  of  1 868,  respecting  Management  of  the  Municipalilj 
of  Calcutta  by  a  Corporation. 

2. — Relating  to  Grambling,  Ac. 

8.^— Amends  Law  relating  to  Ships  lying  in  Ports. 

4. — Explains  and  Amends  Act  YI.  of  1862,  relating  to  Recovery  of  Rent 

6. — Shortening  of  Language  used  in  Acts. 

6. — For  the  better  Regulation  of  Police  in  Towns  and  Municipalities. 

7. — Amends  Act  III.  of  1864,.  respecting  Appointment  of  Municipal  Commissioners. 

8. — Rates  for  W  ater  supplied  by  the  East  India  Irrigation  and  Canal  Company. 

9.— Amends  Aet  YI.  of  1808  and  Aet  YI.  of  1>860,  for  the  better  Reguktion  of  Police 
in  Towns  and  Munidpaliues. 

10. — Settlement  of  Land  Uerenue  in  Cuttaek,  Poone,  and  Balasore. 

II. — ^Provides  for  the  Expense  of  the  Police  of  Calcutta  and  Establishment  of  a  Pauper 
Hospital. 


O.Sl.  8  2 
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PAPERS  RELATIVE  TO  THE 


Appendix  (B.)  Referred  to  in  Para,  32  of  the  Minute. 

LeftCalcutU 

Arrifalat 

Departure  from 

Rbma&ks. 

1864: 

TheVlccroy-       -       -       -       .        - 

15  April      -       . 

Bhaugnlpore-  16  April 

Bhaugnlpore 

-  16  Eve. 

Acoompanied  by 
The  Honourable  Mr.  Maine. 
ColoDd  H.  W.  Normao,  c.  b. 

Cawnpore      -  18    „ 
Ghazeeabad  -  20    „ 
Simla    .        •  29    „ 

AMfihfbad 
Cawnpore 
Ghazeeabad 

-    19      99 

-20    „ 

Viaited  Meerutand  Booike^  id- 
25th  April  1864.    ' 

The  Viceroy-       -       -       -       .       . 
The  Honourable  Mr.  Maine. 

Left  Simla,  10  Octo- 
ber. 

14  Daya. 

Kussowlie  '-  lOOet 

kusMwUe 

-12  Oct 

Kalka   .        -  12    „ 

Kalka  - 

•12  '> 

Colonel  H.  M.  Darand. 

Umballa        -  12    „ 

Umballa 

.13    „ 

4  p.m. 

C.  U.  Aitchiwu  Esq. 

Jnllundur      -  14    „ 
Umritsur       -  15    „ 

Jullundnr 
Umritsur 

'^t : 

10  p.m. 
6pjn. 
Held  Durbar  18th  October. 

Lahore  -        -  15    „ 

Lahore  - 

-2« 

Loodiana       -  21    „ 

-21    \. 

9  p.m. 

Umballa        -  22    „ 

UmbaUa 

-22    I 

2  p.m. 

Delhi    .        ^  23    „ 

Delhi    - 

-24    „ 

7pinu 

Cawnpore      -  24    „ 

Cawnpore 

-25    „ 

Benares         -  26    „ 

Benares 

-3»    „ 

Held  Durbar  29Ui  October,  a&d 

Calcutto        -  81     „ 

inveatitnre  of  the  Stir  of  India. 
21  Daya. 

1865: 

35  Daya  traveUing  in  1864. 

The  Viceroy-       .       .       -       -       . 

17  April       .       . 

Bhaugnlpore  -  18  April 

Bhaugnlpore 

-  18  April 

Aceompanted  by 
The  Right  Honourable  Mr.  Maiaey. 
Mr.  Onslow. 

Allahabad      -  19    „ 
Delhi    -        -  20    „ 
KumauL 
Umballa. 

Allahabad 
Delhi    . 

*J2    " 
-20    „ 

Mr.  Bayley. 

Mr.  Lushington,  and  Mr.  Colfin. 

Simla  -        -25  April 

•         *        • 

* 

8  Daya. 

The  Viceroy-       -       -       -       -       . 

Left  Simla,  25  Octo- 

Kalka   -       -26  Oct 

KalkA   • 

-26  Oct. 

her. 

Umballa        -  26    „ 

UmbaUa 

•  27    „ 

Accompanied  by 

Kumaul        -  27    .. 

Kumaul 

-28    I 

Mr.  Colvio^and  The  Honourable  Mr. 

Delhi    -        -  29    „ 

Delhi     - 

AW          „ 

-30    „ 

Maine. 

Allahabad      -  31    „ 

AUahabad 

.    I  Nov, 

Buzar    -        -    1  Nov. 

Buzar  - 

-    2    „ 

Inapected  Buzar  and  Kammlid* 

Bhaugnlpore  -    3    „ 

Bhaugnlpore 

-    3    „ 

heeStnda. 

Calcutta        •    4    „ 

. 

10  Days. 

18  Daya  traTeUing  in  1865. 

1866: 

The  Viceroy-       .       -       -       -       - 

Left    Calcutta,    2 

Monghyr       -    3  April 

Mengfayr 

-    3  April 

Accompanied  by 
Mr.  J.  W.  S.  WyUic. 
Mr.  E.  C.  Bayley. 

ApriL 

Passed  Allaha- 
bad and  Delhi    4    „ 

Passed  Kumaul 
and  Umballa       - 

Simla    -       -    9    ,, 

Delhi    - 

Kalka   - 

-  5    „ 

-  6    „ 

7  Daya, 

Left   Simla,  1  No- 

Kussowlie      •    2  Nov. 

Kuasowlie 

-    3  Nov. 

member* 

Umbnlla         -    3    „ 

UmbaUa 

-    5    ,, 

Accompanied  by 

Kurnaul        *    5    „ 

Kumaul 

-    6     ' 

The  Right  Honourable  Mr.  Ma«ey. 

Delhi,  6,  7, 8, 
and     -       -    9    .. 

DeUii     - 

-10    " 

The  Honourable  Mr.  Taylor. 

*v        „ 

The  Honourable  Mr.  Maine. 

, 

Agra     -        -  10    „ 

•             *          u 

»                   M                   • 

Hdd  private  and  pnbUe  Dvbsr 

The  Honourable  Sir  D.  Madeod. 

Futtehpore  Sick- 

and  the  Investiture  of  tiie  Star 

Mr.  Btyley. 

reeandGwalior, 

of  India. 

Mr.  Onslow. 

23  to  27  Nov.      - 

•            «          * 

. 

Visited  theMahanjah  Scfaidia  at 

Mr.  Lushington. 

Benares         •  29  Nov. 

Agra 

•  28  Nov. 

Gwalior. 

Colonel  Bume,  MUitary  Department 

Calcutta         •    1  Dec. 

Benarea 

-  30    „ 

29  Daya. 

Major  Graham,  Military  Department. 

^        n 

Major  Johnson,  Military  Department 

36  Daya  traveUing  in  1866. 

1867: 

The  Viceroy-       -       .       -       .       - 

24  April       - 

Mirxapore     -  25  April 

Mirzapore 

-  25  April 

Accompanied  by 

Delhi    -        -  26    „ 

ITmbnIlfl           -  27 

DeUii    - 
UmbaUah 

-26    „ 
-  27    „ 

The  Right  Honourable  Mr.  Masaey. 

Slmln     -          .28 

•"        99 

5  Daya  on  the  road. 

The  Honourable  Mr.  Maine. 

OllUltt       —              •    ttO       „ 

The  Honourable  Mr.  Taylor. 

The  Honourable  Sir  H.  Durand. 

Mr.  HowelL 

Mr.  Wynne. 

Mr.  Onslow. 

Mr.  Bayley. 

Sir  W.  Mttir. 

The  Viceroy  .-•--- 

Left  Simla,  1  No- 
tember. 

Kalka   -       •    9  Not. 
Umballa        -    2    „ 

Kalka  - 

UmbaUa 

.    2  Not. 
•    4    „ 

Accompanied  by 
The  Right  Honourable  Mr.  Masaey. 

Kurnaul        •    6    „ 

Kumaul 

-    5    „ 

DelU    -6  and  7    „ 

Ddhi    - 

-    8    „ 

Sir  W.  Muir. 

Lacknow       -    9    „ 

.18    „ 

Held  Durbar. 

Mr.  Bayley. 
Colonel  Norman. 

Calcutta        -  19    „ 

19  Days. 

Colonel  Dickens. 

24  Daya  traveUing  in  1867. 

IJeutenantColonclJohnsonJ^JJ;^ 
andMr.J.W.S.Wyllie,l)^  ^^ 

~~- 

■v 

Captain  Pemberton,  from  Cawnpore. 

Mr.  Loihington. 

.    Mr.  Onslow^  and  Colond  Dodgaon. 
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Notes  on  Mr.  GTey*%  Minute. 

I.  Difference  between  Imperial  and  Local  Legislatures. — ^What  is  said  by  the  Lieutenant 
Governor  as  to  the  different  constituents  necessary  for  Imperial  and  Local  Legislative 
bodies  is^  no  doubt,  true. 

The  questions  which  come  before  the  local  Governments  are,  doubtless,  of  narrower 
application,  are  more  dependent  on  local  circumstances,  and  are,  therefore,  more  fitted  for 
treatment  by  a  body  of  a  popular  character  (so  far  as  such  a  body  can  be  collected  in 
India),  than  graver  and  more  general  measures. 

But  it  does  not  follow  that  uie  Imperial  Government  could  not  have  continued  to  deal 
with  such  questions  as  well  as  its  own  proper  business,  as  it  did  before  1861. 

No  doubt  if  a  mats  of  Little  Pedlington  legislation  is  absolutely  necessary,  the  Govern- 
ment of  India  cannot  undertake  it. 

fiut  it  by  no  means  follows  that  the  facility  of  legislating  has  not  conduced  to  a  super- 
flui^  of  it,  and  it  may  be  doubtful  whether  all  or  a  great  portion  of  the  laws  passed  were 
really  necessary,  and  whether  the  rest  might  not  have  been  perfectly  well  dealt  with  by 
the  Imperial  Legislature.* 

After  all,  in  six  years  of  legislation,  Ben^  has  passed  52,  Madras  40,  and  Bombay  56 
laws.t  ScMne  of  these  certwnljr  were  not  imperatively  needed.  The  very  first  Act  on 
the  Bengal  statute  book  has,  it  is  understood,  wholly  failed,  not  one  prosecution  under  it 
having  ever  succeeded,  and  the  object  for  which  it  was  passed  being  as  far  from  attain- 
ment as  ever. 

But  admitting  even  the  entire  body  of  law  to  be  valuable,  the  local  councils  have 
relieved  the  Government  of  India  j:  of  at  most  148  Acts  in  six  years,  or  a  total  of  about 
24^  per  annum. 

Per  contra^  however,  the  duty  has  been  thrown  upon  the  Governor  General  of  criticis- 
ing and  rejecting  many  projects  of  the  local  councils  which  have  never  reached  a  place  in 
the  statute  book,  and  this  task  has  given  very  extensive  and  most  serious  trouble,  and  has 
very  often  involved  much  controversial  correspondence. 

This  much  in  reference  to  the  general  pohcy  of  appointing  local  legislatures  in  1861« 
The  principle  on  which  that  policy  was  founded  was,  no  doubt, 
sound  in  the  abstract.     The  questions  to  be  solved  are,  had  the     .  ^Z-  ^f 7  comidcrs  there  is  an  adf anitge  in  ummn^ 

J.'  /•      'x       ji      X*        •    ^n/»i  •    ^1      ^*  r  Iceal  taxation  by  means  of  a  local  and  popular  ooanal. 

time  come  for  its  adoption  in  1861,  or  is  the  time  now  come  for      This  is  by  no  maans  a  certain  propoiition.    It  ia  nor« 
its  extension  ?     The  practical  result  seems  to  answer  both  ques-      than  probable  that  a  local  connol  would  lefusa  the  moat 

tious  clearly  in  the  negative.  "*«^"^  /  u"*!*^"    ^V  ."•"7^'  *.»'•  ^^^  ^»?*I 

Tx*  ttixtx®  jjir  j»  „rx      Council,  with  a  larger  inniMon  of  Zemindars,  would  in- 

It  18  probable  that  a  good  deal  of  unnecessary  and  imperfect  f^abi^  oft-r  a  ttrennoos  and  not  improbably  snccrairal 
leffislation  has  been  inflicted  on  the  country,  and  that  the  real  opposition  to  a  local  rate  on  tbe  land ;  for  roads  or  adoca- 
reUef  to  the  Government  of  India  has  been  next  to  nothing.  2!??>  *~*  7^*^^"  ^  T!t^^}^^  discussion  cy^  not 

Tx      Ml  •i.i  X  1.        •      X  xi.     1      •  1  X*         x*  lo/*-!  e      >*"  'o  ^^'^  angry  and  bitter  diacussionA  and  dl-Mmff. 

It  Will  possibly  not  be  wise  to  reverse  the  legislation  of  I86I.5      ^bich  pobaUy  would  ruault  to  a  far  lass  degraa  if  t£ 

It  will  not  probably  also  be  wise  to  extend  its  operations  further      imposition  took  pboe  Uirough  tbe  imperial  Council,  and 

than  they  have  been  carried  already.  ^nlllalj  '^  '^  ^^'"^  p^t  «f «  general  schema  commpa 

Even  in  continuing  the  present  system  of  local  legislation, 
some  patent  defects  at  least  should  be  remedied.  The  first  of  these  is  the  rigorous 
formula  which  confines  the  sanction  or  disallowance  of  a  Bill  to  the  Governor  General 
personally.  It  was  at  first  attempted  to  make  the  practice  exactiy  correspond  to  the 
wording  of  the  law,  but  the  attempt  has  long  since  broken  down.  Up  to  the  time  when 
the  late  Lord  Elgin  left  Calcutta  in  February  1863,  the  letter  of  the  law  had  been  very 
strictly  adhered  to,  the  secretaiy  obtaining  privately  such  information  and  counsel  as  was 
practicable  from  the  members  of  CounciL  Jout  it  was  soon  found  that  this  course  was 
insufficient,  and  that  serious  mischief  arose  for  want  of  more  full  consideration  of  these 
draft  enactments. 

By  the  practice  now,  although  the  Governor  General  nominally  vetoes  or  assents  to  the 
Bill,  yet  every  part  of  it  is  as  fully  considered  as  any  other  correspondence  Vj  the  Go- 
vernor General  in  Council.  It  is  a  question,  therefore,  if  the  wording  of  the  law  should 
not  be  so  altered  as  at  least  distinctiy  to  legalise  the  actual  practice. 

Another  point  is  the  power  to  amend  Bifls.  It  has  repeatedly  happened  that  Bills  have 
come  up  with  technical  defects,  and  in  some  cases  these  have  been  simply  ludicrous,  in 
others  very  awkward  and  embarrassing. 

The  local  councils,  for  example,  have  taken  powers  which  legally  they  could  not 
assume,  or  which  it  was  desirable  that  they  should  not  assume.  In  such  cases  the  defect 
of  power  to  amend  the  Bill  has  either  necessitated  the  entire  negation  of  the  Bill,  or  the 

Governor 

*  More  especially  if  the  Governor  Geceral  in  Connril  had  possessed  a  summary  power  for  dealing  hy  legis- 
latiou  with  tiifling  matters,  a  power  which  it  might  be  provided  should  only  in  the  Regulation  Pro?incee  be 
exercised  at  the  request  of  the  local  government 

tl  am  not  qoite  sore  of  the  exact  nomber  of  Bombay  laws ;  there  may  be  one  or  two  more,  as  there  Is 
yet  no  return  for  the  latter  part  of  1807* 

t  That  i8»  relieved  the  Legislative  Council  of  the  Government  of  India.  The  labour  entailed  on  the 
Executive  Council  of  the  Governor  General  could  hardly  have  been  more  if  it  had  passed  the  Bills  itself. 

f  In  one  way,  no  doubt,  especially  in  Calcutta,  good  has  been  ffained  by  the  system  of  local  councils.  Men 
who  mieht  have  seriousW  embarrassed  governments  by  sopporting  independent  public  demonstrations,  have 
now  hao  opportunities  of  giving  official  expression  to  their  sentiments  in  the  local  councils,  and,  in  practice, 
are  hardly  listened  to.     • 
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Governor  General  has  been  forced  to  the  clumsy  expedient  of  executively  desiring  the 
local  Government  not  to  use  the  powers  whieh  they  have  taken  under  the  Bill.  It  would 
be  convenient  to  have  some  power  of  curing  errors  of  this  nature  summarily^  without 
compelling  the  local  council  to  go  through  the  labour  of  passing  the  Bill  over  again  to 
remedy^  perhaps,  but  one  slight  defect. 

As  regards  the  non-regulation  Provinces^  or  such  as  may  be  declared  non-regulation 
Provinces,  the  old  power  of  legislating  autocraticallv  might  well  be  restored  to  tne  Go- 
vernor General  in  UounciL  The  laws  made  in  sucn  cases  might,  as  Mr.  Grey  suggests, 
be  formally  distinguished  by  a  special  name ;  they  might,  for  example,  be  termed  'Ordi- 
nances.'' Such  a  power  is  often  needed  for  political  or  for  special  local  purposes,  and  not 
a  few  of  the  improvements  in  modem  Indian  legislation  ana  administration  originated  in 
experiments  first  made  in  non-r^ulation  Provinces,  where,  under  the  present  stringent 
system  of  law,  such  experiments  are  now  next  to  impossible. 

11.  As  regards  the  erection  of  Bengal  into  a  Governorship . — As  the  Lieutenant  (Go- 
vernor's argimient  seems  to  read^  it  may  be,  perhaps,  briefly  stated  as  follows :  the  enor- 
mous labour  of  the  Bengal  Government  is  too  heavy,  and  its  responsibility  too  great  for 
a  single  man. 

Therefore,  there  should  be  an  Executive  Council  in  Bengal. 

The  relations  between  a  Lieutenant  Governor  and  the  Government  of  India  are  more 
onerous  to  the  latter  than  the  relations  between  a  Gt>vemor  and  the  Gt>vemment  of 
India.  The  Government  of  India  is  already  overburdened,  ergoy  it  would  and  should  be 
relieved  by  constituting  Bengal  a  Governorship. 

In  the  first  of  the  above  set  of  propositions  there  is,  doubtless,  much  force*  Coni->' 
pared  with  Madras  and  Bombay,  there  can  be  no  doubt  that  labour  of  tiie  adminis- 
tration in  Bengal  and  the  difficulties  which  beset  it  are  infinitely  greater,  and  if  the 
responsibilities  which  rest  on  the  Governors  in  Bombay  and  Madras  require  the  aid 
of  a  council  to  enable  the  Governors  to  bear  them,  d.  fortiori,  a  council  is  necessary  in 
Bengal. 

For  a  long  time  the  Bengal  Government  was  practically  identified  with  that  of  India, 
and  still  rested  on  its  moral  support  even  lon^  afterwards.  Indeed,  until  the  indigo  riots, 
it  retained  much  of  the  old  prestige,  and  derived  no  little  strength  from  the  immediate 
vicinity  of  the  Council  of  the  Governor  General,  familiar  in  practice  with  the  difficulties 
of  Bengal  Administration,  and  ready  on  the  spot  to  give  support  or  counseL 

But  the  Indiffo  riots  introduccil  a  new  pnase  into  the  question ;  for  the  first  time  the 
Government  of  India  was  not  in  accord  with  that  of  Bengal,  and  the  latter  felt  its  weak- 
ness immediately. 

The  Indigo  nots  afibrd,  too,  a  specimen  of  one  peculiar  difficulty,  which  presses  bard  on 
the  local  Government  of  Bengal.  The  large  planting  interest,  and  the  equally  lar^e 
commercial  interest  are  connected  intimately  with  the  bar,  which  has,  and  always  wiU 
attract,  the  ablest  barristers  in  India*  They  form  collectively  a  powerful  body  of  intel- 
ligent and  earnest  men  enabled,  by  connection  with  the  press,  botn  here  and  in  England, 
to  force  on  the  Government  the  views  which  they  think  best  for  their  own  interests* 
They  represent  whatever  there  is  of  public  opinion,  but  it  is  a  very  one-sided  opinion, 
liable  to  be  carried  away  by  temporary  and  class  feelings,  and  to  urge  the  Government  to 
very  mischievous  courses. 

It  is  not  easy  for  a  man,  however  mentally  strong,  supported  by  no  other  form  of 
public  opinion,  to  bear  up  against  the  pressure  thus  put,  and  usually  ably  and  forcibly 
put,  upon  him. 

No  other  effective  form  of  public  opinion,  however,  is  yet  possible,  and  probably  the 
advice  of  an  impartial  Council  would  be  the  best  substitute.  There  should  be,  there- 
fore an  Executive  Council  for  BengaL 

But  it  does  not  seem  to  me  to  follow  that  the  Lieutenant  Governor  of  Bengal  should, 
on  this  account,  be  elevated  into  a  Governor. 

Mr.  Grey,  as  has  been  said,  appears  to  assume  that  the  relations  between  the  Gt)vem- 
ment  of  India  and  a  Lieutenant  Governorship  necessarily  involve  more  trouble  and 
responsibiUty  than  those  between  the  Government  of  Indiii  and  a  Governor  in 
Council.  ' 

But  as  a  matter  of  fact  this  is  hardly  the  case. 

It  is  true  that  matters  reported  to  the  Secretary  of  State  are  reported  direct  by  a 
Governor  in  Council,  and  through  the  Government  of  India  by  a  Lieutenant  Governor, 
but  even  the  Governor  in  Council  is  bound  to  send  copies  of  his  Despatches  to  the 
Government  of  India,  and  the  form  adopted  in  reporting  matters  of  routine  in  the  case 
of  Lieutenant  Governors  really  saves  the  Government  of  India  all  trouble  ;  and  it  is  only 
in  very  important  cases,  which  are  comparatively  rare,  that  any  saving  of  time  is  really 
effected  by  directly  addressing  the  Secretary  of  State*  Moreover,  if  flie  Government  of 
India  does  not  agree  with  a  Governor  in  Council,  the  necessity  of  a  counter  despatch  is 
involved. 

As  regards  the  actual  administration,  the  Government  of  India  watches  with  pretty 
e<|ual  closeness  all  administrations.  All  orders  are  regularly  reported  to  it,  and  usutdlv 
with  equal  punctuality.  The  degree  of  fulness  with  which  they  are  reported  differs  witK 
the  practi<;e  which  has  grown  up  (though  it  might  with  advantage  be  reduced  to  an  uni- 
form plan,  as  has  been  already  more  than  once  recoiQmended)  in  various  provinces* 

As  a  matter  of  fact,  Madras  reports  in  greater  fulness  than  any  Government ;  next 
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cornea  Bengal ;  next  <^^un  the  North  Western  Provinces ;  then  Bombay,  and  lastly,  the 
Punjab.     The  North  Western  Provinces  form  probably  best  hits  off  the  proper  medium* 

It  is  true  also  that  a  Governor  in  Council  possesses  a  somewhat  larger  limit  of  authority 
as  to  pecuniary  expenditure,  without  previous  sanction  of  the  Government  of  India  than 
a  Lieutenant  (fjovemor  does,  but  both  are  equally  subject  to  Budget  limits,  nor  does  the 
law  recognize  any  difference  in  the  case. 

The  law  indeed,  so  far  as  I  know,  recognizes  only  one  difference  between  a  Lieutenant 
Grovemor  and  a  Govemor,  viz.,  that  by  the  5  &  6  Will.  4,  c.  52,  s.  2,  and  the  17  &  18 
Vict  c  77,  s.  4,  the  Govemor  General  in  Council  may,  from  time  to  time,  "  declare  and 
limit  the  extent  of  the  territories  so  placed  under  the  Lieutenant  Govemor,  and  the  extent 
of  the  authority  to  be  exercised  by  such  Lieutenant  Governor  as  to  the  said  Govemor 
General  in  Council  may  seem  fit." 

In  practice,  however,  this  power  has  been  exercised  to  a  scarcely  sensible  extent.  In 
Bengal  a  very  few  appointments  (chiefly  Marine)  have  been  reserved  to  the  Govemor 
General,  and  in  Bengal,  the  Punjab  and  North  Western  Provinces,  the  concurrence 
of  the  Govemor  General  in  Council  is  required  to  nominations  to  certain  of  the  highest 
appointments.  Concurrence  has,  however,  been  withheld,  so  far  as  my  experience  extends, 
but  twice  by  the  Government  of  India  to  nominations  by  any  Lieutenant  Governor. 
Petitions,  too,  appealing  from  Governors  in  Council  go,  except  in  financial  cases,  straight 
to  the  Secretary  of  State.  The  Governor  General  receives  petitions  against  the  orders  of 
Lieutenant  Governors,  but  it  is  very  unusual  for  action  to  be  taken  by  the  Government 
of  India  upon  these  last,  as  may  be  seen  by  the  schedule  attached  to  this  Note. 

Moreover,  the  legal  right  of  interference  with  the  acts  of  the  Lieutenant  Governors 
cannot  possibly  be  larger  than  that  conferred  over  the  acts  of  the  Governors  in  Council 
bv  the  3  &  4  Will  4,  c.  85,  s.  65,  which  is  still  in  force,  and  which  gives  the  Governor 
Greneral  in  Council  ^^ full  power  and  authority  to  superintend  the  Governors  and  Governors 
in  Council  of  Fort  W  illiara  in  Bengal,  Fort  St.  George,  Bombay,  and  Affra,  in  all  points 
relating  ta  the  Civil  and  Military  administration  of  the  said  Presidencies  respectively^ 
and  the  said  Governors  and  Govemors  in  Council  shall  (it  is  provided)  be 
bound  to  obey  such  orders  and  instructions  of  the  Govemor  General  in  Council  in  all 
cases  whatsoever. " 

Section  39  seems  clearly  to  indicate  the  object  for  which  this  power  and  authority  was 
given,  for  it  enacts  that  "  the  superintendence,  direction  and  control  of  the  whole  civ  J  and 
military  government  of  all  the  said  territories  and  revenues  in  India  shall  be  and  is 
hereby  vested  in  a  Govemor  General  and  Counsellors,  to  be  styled  the  Govemor  General 
of  India  Jn  Council." 

Nor  was  it  intended  that  this  superintendence  should  be  a  mere  empty  form ;  in  their 
Despatch,  No.  44  of  1834,  dated  3rd  January,  paragraph  78,  the  Court  of  Directors,  in 
treating  of  the  nature  of  the  then  newly  passed  Charter  Act,  said  to  the  Governor  General 
in  Council,  "The  powers  here  con veved,  when  the  words  are  interpreted  in  all  their 
latitude,  include  the  whole  powers  of  Government.  And  it  is  of  infinite  importance 
that  you  should  well  consider  and  understand  the  extent  of  the  responsibility  thus  imposed 
upon  you." 

"  The  whole  civil  and  military  government  of  India  is  in  your  hands,  and  for  what  is 
good  or  evil  in  the  administratioa  of  it,  the  honour  or  dishonour  will  redound  upon 
you."" 

And  as  by  the  13  Geo.  3,  c.  63,  s.  9,  and  by  subsequent  legislation,  the  Governors  in 
Council  are  bound  to  submit  intelligence  and  advice  as  to  all  matters  relating  to  Govern- 
ment, and  to  submit  copies  of  all  orders  and  account,  thus  securing  to  the  Government  of 
India  the  opportunity  of  complete  control  over  the  Govemors  in  Coimcil.  No  more 
complete  supremacy  is  possible  over  the  acts  of  Lieutenant  Governors ;  the  legal  differ- 
ence in  the  position  of  the  two  being  merely  that  the  Government  of  India  has  the  power 
of  limiting  from  time  to  time  the  sphere  of  action  of  the  latter. 

But  it  has  been  shown  above  that,  in  practice,  this  limitation  has  been  used  but  to  the 
most  trifling  extent. 

So  far  as  the  relations  of  the  two  Governments  are  concerned,  there  would  be  no  palpar 
ble  relief  to  the  Government  of  India  if  Bengal  were  made  a  Govemorship. 

Nor  is  the  extent  of  correspondence  between  the  two  Governments  really  very  over- 
whelming even  now.  At  the  request  of  the  Governor  General  (by  whose  orders  these 
notes  are  prepared,)  a  return  of  the  letters  sent  from  the  Government  of  Bengal  to  that  of 
India,  in  all  except  the  Department  of  Public  Works,  in  1867  has  been  procured.  They 
were  as  follows  i — 


Home  Department. 

Financial  Department. 

Military  Department, 
including  Marine. 

Foreign  Department. 

1,008 

333 

233 

259 

or  a  total  of  1,833  ;  certainly  not  more  that  an  equal  number  of  letters  issued  to  Bengal 

from  the  Government  of  Inaia ;  and  it  may,  therefore,  be  said  that  the  total  number  of 

letters  which  passed  between  Bengal  and  the  Government -of  India  in  1867  was  not  above 
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S^lOO  out  of  a  total  correspondence  given  by  Bengal  as  43^081^  or  say,  about  nine  per 
cent 

Judging  from  the  Home  Office  return,  too,  the  correspondence  with  Bengal  constituted 
about  six  per  cent  of  the  total  correspondence  of  the  Government  of  India. 

The  extent,  therefore,  of  the  Bengal  correspondence  is  not  so  great  that  its  elevation  to 
a  Government  could  possibly  make  much  difference  one  way  or  another,  so  far  as  the  woriL 
of  the  Government  oi  India  would  be  affected  b^  it 

But  it  may,  perhaps,  be  gathered  from  the  Lieutenant  Governor's  Minute  that  he  con- 
siders that  the  interference  of  the  Government  of  India  is  more  extensively  and  more 
harshly  exercised  over  Lieutenant  Governorships  than  over  other  local  Governments,  and 
he  adduces  three  instances  within  his  own  experience  as  apparentlv  carrying  with  them 
"  unavoidably  implied  want  of  trust*'  This  point  is,  therefore,  reauced  very  much  to  a 
question  of  fact  Examining  the  facts,  tiiey  may  be  stated  as  follows  as  regards  the  first 
case: 

For  several  successive  years  a  terribly  fatal,  and  probably  contagious,  epidemic  fever 
had  devastated,  especially  during  the  rainy  and  cold  months,  the  south-west  districts  of 
Bensal.  Its  origin  had  been  very  generally  ascribed  to  the  want  of  proper  sanitary  pre- 
cautions in  certam  villages,  and  to  the  blocking  up  of  the  natural  drainage  of  the  country 
by  several  concurrent  causes.  This  scourge,  and  the  best  means  of  arresting  or  of  pre- 
venting it,  had  formed  the  subject  of  much  previous  correspondence. 

In  August  1867  the  Government  of  India  noticed  in  a  native  paper,  the  **  Som  Prokash," 
a  statement  of  which  extracts  are  as  follows : — **  In  the  villages  of  Mugilpore,  Joynugger, 
&c.,  &c.,  in  the  24-Pergunnahs  (near  the  parts  before  affected  by  the  epidemic),  a  nasty 
fever  is  raging  which  makes  those  it  attacks  delirious  and  kills  them  #  ♦  ♦ 
many  lives  are  lost ;  it  is  hard  to  count  the  numbers  that  are  sick  and  that  are  being  taken 
ill.  There  are  three  native  doctors  and  no  other  proper  medical  aid  within  eight  or  ten 
miles.    These  doctors  can  hardly  find  time  to  attend  to  these  patients        ♦        *        ♦ 

although  they  labour  continually,  foregoing  ease,  food,  and  sleep  *  *  •  * 

»  *  ♦♦#  #  ♦  ♦ 

*'  The  reason  why  such  sickness  prevails  is  evident  The  jungle  in  and  about  the  afore- 
said villages  increases  in  the  rains,  and  any  excess  of  moisture  increases  the  decomposition 
of  the  vegetable  matter." 

The  editor  also  attributes  the  sickness  to  '^  the  lodgment  *'  of  salt  water,  which  has 
'*  broken  through  the  embankments  in  some  places  amongst  the  rank  vegetation." 

Eventually  these  representations  proved  to  be  exaggerated,  but  in  the  face  of  a  recent 
widespread  and  fatal  epidemic  of  precisely  the  same  nature,  attributed  to  the  same  causes, 
and  prevailing  in  the  same  neighbourhood,  it  can  scarcely  be  sai4  that  the  matter  was  one 
of  the  **  merest  local  interest,"  and  which  **  had  no  general  bearing,"  nor  can  it  be  said 
the  Government  of  India  had  no  cause  to  be  alarmed  at  the  intelligence,  and  no  reason  to 
inouire  as  to  its  accuracy. 

The  other  two  cases  may  be  more  briefly  disposed  of.  In  the  first  case  the  appointment 
of  1,500  rupees  was  not  a  simple  appointment  created  in  Bengal,  but  it  was  one  of  a  series 
of  appointments  created  in  order  to  carry  out  a  general  system  of  sanitary  action,  not 
tierely  in  Bengal  alone,  but  in  all  the  provinces  oi  India  (save  only  Madras,  Bombay,  and 
Mysore,)  and  the  Governor  General  was  naturally  anxious  to  see  that  the  selection  of 
officers  to  inaugurate  this  new  and  important  system  was  made  with  more  than  ordinary 
care  and  judgment  All  Lieutenant  Governors,  therefore,  were  asked  to  make  the 
appointment  only  with  the  concurrence  of  the  Governor  General ;  and  as  a  matter  of  fact, 
in  one  instance,  the  officer  appointed  by  the  local  Government  was  set  aside  by  the 
Governor  General,  because  of  too  low  a  standing  to  carry  weight  with  the  senior  medical 
officers  with  whom  his  duties  were  likely  to  bring  him  in  contact,  possibly  under  circum- 
stances of  some  difficulty. 

In  the  third  case,  in  the  great  Indigo  district  of  Chumparun,  the  position  of  the  ryota 
and  planters  was  actually  passing  through  the  phase  of  change  which  has  created  so  much 

Eolitical  ill-will,  antagonism  and  even  violence  in  other  districts  of  Bengal ;  the  ryots 
terally  struck  work  and  refused  "  en  masse^  to  perform  their  contracts. 
To  provide  for  the  speedy  disposal  of  the  suits  brought  b v  the  planters  to  enforce  their  con- 
tracts, the  Lieutenant  Governor  proposed  the  institution  oi  a  special  small  cause  court  in  the 
district.  In  the  excited  state  of  the  country,  extreme  caution  was  obviously  necessary,  and 
the  action  of  the  Governor  General  in  Council  complained  of  by  the  Lieutenant  Governor 
was  merely  to  require  that,  in  order  to  secure  greater  care  and  deliberation,  the  court 
should  consist  of  two  pudges  (instead  of  one  judge  as  the  Lieutenant  Governor  had  pro- 
posed), under  a  provision  of  the  Small  Cause  Court  Act,  which  had  been  specially  intro" 
duced  with  a  view  to  the  constitution  of  small  cause  courts  in  Indigo  districts. 

Thus,  in  three  several  cases  cited  bv  Mr.  Grey,  very  gooa  and  rational  reasons  are, 
^therefore,  to  be  given  for  the  action  of  the  Government  of  India. 

But  it  may  be  further  said  that  the  actual  number  of  the  case6  in  which  the  Government 
of  India  (  in  the  Home  department  for  example)  has  during  the  past  years  interfered  mere 
motu  with  the  Government  of  Bengal  has  been  positively  insignificant  The  total  number 
of  cases  during  1867  wae  49,  as  far  as  can  be  ascertfuned ;  but  some  papers  have  been  trans- 
ferred with  the  telegraph  and  marine  records  to  the  Foreign  and  Military  Departments, 
and  there  is  not  sufficient  time  to  get  them  back.  Of  these  49  seven  were  calls  for  reports 
on  matters  brought  to  notice  by  the  local  press ;  10  were  called  for  on  Despatches  from 
the  Secretary  of  State ;  29  were  odl^  lor  at  the  request  of  other  departments,  other 
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local  Governments,  public  bodies^  &c.  &c. ;  two  were  called  for  on  memorials  or  petitions 
from  private  parties ;  one  originated  from  the  Home  OflSce  itself.  A  schedule  of  these 
cases  IS  .put  up  so  far  as  is  possible. 

The  total  amount  indeed  of  active  interference  with  the  Government  of  Bengal,  which 
has  originated  with  the  Government  of  India  in  the  Home  Department  (in  which 
department  5-9ths  of  the  correspondence  with  the  Government  of  Bengal,  exclusive  of 
that  in  the  Public  Works  Department,  is  carried  on)  has  been  so  absolutely  insignificant, 
that  it  is  not  really  worth  while  to  compare  it  with  diat  exercised  over  the  Governments 
of  Madras  and  Bombay.  Considering  the  larger  and  richer  territories  which  comprise 
Bengal,  no  trifling  increased  interference  whicji  might  be  discovered  in  the  case  of  Bengal, 
would  tell  with  any  force  on  the  question  of  the  relative  position  of  Lieutenant  Governor 
and  Governor. 

It  seems  clear,  from  what  is  said  above,  that  the  Lieutenant  Governor  is  hardly  right  in 
believing  that  any  practical  difference  exists  in  their  relations  with  the  Government  of 
India  between  Governors  and  Lieutenant  Governors,  or  that  he  has  experienced  any 
different  treatment  as  Lieutenant  Governor  from  that  which  he  might  expect  as  Governor, 
or  that  he  has  any  cause  of  complaint  on  that  score.  Neither,  therefore,  would  the 
Government  of  Bengal  be  really  benefited,  nor  the  Government  of  India  be  relieved,  by 
the  elevation  of  Bengal  into  a  Governorship. 

On  the  other  hand,  the  quasi-independence  which  seems  implied  in  the  name  of 
Governor,  and  the  powers  of  correspondence  direct  with  the  Secretary  of  State,  have  not 
unfrequently  engendered  a  considerable  disregard  of  the  supreme  authority  of  the 
Government  of  India,  Were  it,  indeed,  possible,  it  would  probably  improve  the  working 
of  the  administration  of  the  country,  if  there  were  no  Governors,  but  Lieutenant 
Governors  only,  in  India,  whose  legal  position  should,  in  that  case,  be  the  same  which  the 
law  now  assigns  to  Lieutenant  Governors. 

III. — As  regards  tlie  assumption  by  the  Government  of  India  of  the  Management  of 
Assam, — On  the  whole,  there  is  much  force  in  the  arguments  of  the  Lieutenant  Governor. 
Assam  is  indeed  a  territory  which  requires  special  care  and  a  strong  rule  at  present,  but 
if  this  can  be  given  it  is  as  well  by  a  separate  organization  under  the  Government  of 
Bengal,  it  would  be  better,  perhaps  (even  for  Geographical  reasons,  as  Mr.  Grey  has 
shown)  to  put  it  under  Bengal ;  at  least  the  experiment  misrht  be  tried. 

No  doubt,  the  assumption  of  the  actual  administration  of  certain  tracts  of  country  by 
the  Government  of  India  is  apart  from  the  chief  object  of  its  constitution,  and  adds 
seriously  to  the  weight  of  its  difficulties  and  responsibilities ;  therefore,  the  Government 
of  India  should  probably  look  forward  to  the  time  when  its  direct  administration  shall  be 
confined  to  distant  and  wild  provinces,  or  to  foreign  territories,  temporarily  administered ; 
though  this  result,  when  attained,  will  probably  necessitate  a  re-arrangement  of  Local 
Governments. 

Admitting,  however,  that  the  Government  of  India  should  be  relieved  as  much  as 
possible  of  the  direct  executive  administration  of  any  part  of  its  territories,  it  is  all  the 
more  necessary  that  its  functions  as  the  supreme  power  for  a  strong  and  real  superinten- 
dence, control  and  direction  should  be  lully  acknowledged,  or  even  supplemented,  and 
that  they  should  be  jealously  maintained.  It  possesses,  as  has  been  shown,  the  means  of 
superintending  and  closely  watching  the  proceedings  of  Governments  through  the  perio- 
dical submission  of  the  proceedings  of  all.  The  power,  too,  of  the  Government  of  India 
to  initiate  measures  of  general  application,  to  indicate  and  to  maintain  the  observance  of 
principles  of  general  policy,  and  especially  to  correct  the  measures  of  Local  Governments, 
might  be,  if  not  more  clearly  laid  down,  doubtless  more  practically  recognised. 

It  need  hardly  be  said  that  this  general  function  of  *'  superintendence,  direction  and 
control'*  is  one  of  much  delicacy  and  difficulty,  but  it  is  clearly  that  which  the  law  has 
assigned  to  the  Government  of  India.  It  is  a  function,  too,  which  must  be  discharged  by 
some  authority ;  experience  has,  indeed,  amply  shown  this  to  be  requisite.  If  the 
administration  of  the  countrv  is  to  be  carried  out  by  local  Governments  m  harmony  and 
uniformity ;  if  the  power  and  the  finances  of  the  whole  Empire  are  to  be  capable  of  being 
directed,  when  necessary,  on  any  one  imperial  object ;  if,  in  short,  the  English  Empire  in 
India  is  to  be  stable,  vigorous,  and  powerful,  a  central  controlling  authority  is  indis- 
pensable. 

But  such  a  central  Government  should  not  be  a  mere  splendid  pageant,  or  a  purely 
advising  authority.  It  is,  above  all  things,  necessary  to  insist  upon  the  absolute  supre- 
macy of  its  authority,  and  to  secure  for  its  orders  prompt  and  ready  obedience. 

It  cannot  be  affirmed  that  the  present  state  of  relations  between  the  local  Governments 
and  the  Government  of  India  always  approximates  to  this  ideal.  Occasional  impatience 
will,  of  course,  occur — for  zealous  Adnunistrators  are,  above  all  other  men,  unwuling  to 
submit  to  pheck  or  control.  But  at  present  there  can  be  no  doubt  that  mischief  is  done 
by  feelings  of  local  jealousy  to  an  extent  hardly  credible  to  those  who  have  not  had  an 
opportunity  of  watching  them,  and  that  these  feelings  depend,  to  a  ^eat  extent,  on 
accidental  circumstances  and  on  old  traditions.  The  surest  mode  of  effacing  this  jealousy 
would  probably  be  by  giving  to  the  Government  of  India  a  more  generally  locomotive 
character  than  it  now  possesses ;  this  would  be  desirable,  perhaps,  for  many  other  reasons, 
and  it  might  be  done  probably  without  in  any  degree  aiminishing  the  efficiency  of  the 
Government  of  India,  or  increasing  seriously  its  exi)enses.  If  the  plan  be  carried  out,  it 
would,  ^t  all  events,  make  the.officers  of  various  provinces,  known  to  each  other  and  to 
0.81.  T  the 
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the  Supreme  Grovernment ;  it  would  gradually  give  to  the  Government  of  India  more  and 
more  of  a  cosmopolitan  character,  and  so  would,  I  honestly  believe,  wear  away  llie 
jealously  with  which  it  is  too  frequently  regarded  as  bemg  identified  entirely  with  die 
service  m  Bengal,  and  till  recently  in  Lower  Bengal  only— and  this  result  would  certainly 
prove  of  the  highest  benefit  to  tiie  harmonious  working  of  all  administratioiis,  local  ana 

supreme.  ^   ^  ^ 

^  E.  C.  BayUy. 

Statbhent  showing  the  Number  of  times  Bengal  was  called  upon  for  Reports  on 
Newspaper  Statements  during  1867, 


1126. 


2nd  February 
1867. 


146.     10th  May  1867 


2060.     6th  July  1867 


2271.     15th  July  1867 


4464.     12th  July  1867 


4877.     26th  Julv  1867 


6024.    dOth    Septem- 
ber 1867. 


Requesting  the  Lieutenant  Go- 
vernor to  report  the  real  fact  of 
the  case  noticed  in  an  article  in 
the  '*  Bengalee,"  beaded*  "  Mr. 
Galliffe  and  Elliott  Khal." 

Calling  for  the  lien  tenant  Go- 
vernor's opinion  in  regard  to  the 
case  in  which  Mr.  Monro,  the 
Magistrate  of  Jessore,  was  se- 
verely censured  by  the  Offici- 
ating Sessions  Judge  of  the 
District  for  bavine  sentenced  a 
person  of  respectability  to  re- 
ceive tlie  maximum  amount  of 
lashes  for  petty  theft,  and  on  in- 
sufficient evidence. 

Inquiring  whetber  there  is  any 
trutb  in  the  account  given  in  tbe 
Report  on  Native  Papers,  for 
tbe  week  ending  16tb  June  1867, 
of  an  alleged  murder  near  Mir- 
zapore. 

Calling  ibc  attention  of  tbe  Lieu- 
tenant Governor  to  an  article  in 
tbe  '*  Bengalee  "  newspaper  on 
tbe  evidence  given  before  tbe 
Coroner's  Jury  in  tbe  course  of 
tlie  recent  inquiry  into  tbe  death 
of  Not  boor  Booyab,  a  prisoner 
in  tbe  Presidency  Gaol,  whose 
death,  it  is  said,  was  the  result 
of  neglect  and  ill-usa^e,  and 
calling  for  a  report  on  the  sub- 
ject. 

Calling  for  a  report  relative  to  an 
outbreak  of  an  epidemic  fever  in 
tbe  24-Pergunnah8,  as  noticed 
in  tbe  Report  on  Native  Papers 
for  the  week  ending  17tb  August 
1867. 

Calling  for  a  full  report  in  re* 
lerence  to  items  20*  and  87  f, 
in  tbe  Report  on  Native  Papers 
for  tbe  week  ending  tbe  3 1st 
August  1867. 

Calline  for  a  report  regarding  tbe 
appomtment  of  tbe  Rev.  Lall 
Bebary  Dey  as  bead  master  of 
tbe  Berbampore  College,  which 
was  noticed  in  the  ^  Hindoo 
Patriot''  of  the  16th  October 
1867. 


This  was  a  case  of  alleged  ov 
pression  by  a  Government  on 


cer. 


Tbis  was  a  very  bad  case ;  and 
when  the  report  was  received, 
it  was  made  the  basis  of  cer- 
tain general  instructions  to  all 
local  Governments  and  Admi- 
nistrations. 


This  was  for  tbe  purpose  of  ex- 
posing  the  falsehood  of  an  atro- 
cious report  which  had  gained 
currency,  not  onlv  in  the  **  Ben- 
galee," but  in  the  Up-country 
Native  Papers. 

Tbe  Lieutenant  Governor  had 
already  ordered  a  Commission 
of  Inquiry.  The  case  showed 
faults  of  discipline,  though  not 
as  grave  as  the  proceedings 
before  tbe  Coroner  gave  reason 
to  apprehend. 


This  has  been  separately  noticed. 


These  stories  madegrave charges, 
or  insinuated  them,  against 
Government  officers.  Inquiry 
showed  them  to  be  utterly 
fidse. 

The  appointment  was  yexj  open 
open  to  question ;  in  ract,  it 
was  eventually  approved  bodi 
by  the  Lieutenant  Governor 
and  the  Government  of  India, 
much  on  the  principle  o{  fac- 
tum vaUU 


«  Mr.  Kemble,  Joint  Magistrate  of  Sylhet,  alleged  to  have  broken  the  leg  of  a  Mahomedan. 
t  Inexplicable  death  of  a  certain  man  who  came  as  a  witness  to  a  Criminal  Court  of  Sen^gunge. 
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Statbhekt  showing  the  Nnmber  of  times  Bengal  was  called  upon  for  Beports  on 
Despatohes  from  the  Secretary  of  State,  during  1867. 


o  a 

55Q 


No.  and  Date  of 
Letters. 


Remarks. 


411. 


16th  January 
1867. 


1244.     Dated       6th 
February 
1867. 


1246.     Dated        6th 
February 
1867. 


1247.     Dated       6th 
February 
1867. 


1746.  Dated  28th 
December 
t867. 


5278. 


860. 


Dated     9th 
October 
1867. 


Dated  8rd 
December 
1867. 


4698.  Dated  20th 
September 
1867. 


Requesting,  with  reference  to  Secretary  of 
State's  Despatch,  No.  18,  dated  80th  Nov- 
ember 1866y  an  expression  of  opinion  as 
to  the  best  mode  of  giving  effect  to  the 
intention  of  the  Trustees  of  the  Gilchrist 
Educational  Trust  to  establish  two  annual 
Sdiolarships. 


Enquiring  whether  the  instructions  referred 
to  in  paragraph  2  of  a  Despatch  from  the 
Secretary  of  State,  No.  117,  dated  24th 
December  1866,  have  been  received  by  the 
several  emigration  agents,  and  whether  the 
new  rule  as  to  the  number  of  superficial  feet  to 
be  allowed  to  each  emigrant  on  board  ships 
has  been  brought  into  operation. 


Forwarding  copy  of  Despatch  from  Secretary 
of  State,  No.  104,  dated  drd  December  1866, 
relating  to  the  selection,  recruitment,  and 
transport  of  labourers  in  Bengal  to  Assam 
and  Cachar,  and  requesting  that  the  points 
therein  noticed  may  be  embraced  in  the 
inquiry  which,  it  is  understood  is  already 
bemg  made  under  the  Lieutenant  Govemor^s 
directions. 


Forwarding  copy  of  a  Despatch  from  the 
Secretary  of  State.  No.  108,  dated  8rd 
December  1866,  and  calling  for  a  full  report 
on  the  points  therein  referred  to,  relating  to 
cases  or  flogging  immigiant  labourers  which 
occurred  on  the  gardens  of  Assam  Tea  Com- 
pany at  Dnrrung. 


Forwarding  copy  of  a  Despatch  from  the 
Secretary  of  State,  No.  166,  dated  16th  Nov- 
ember 1867,  on  the  subject  of  syphilitic 
diseases  among  sailors. 


Font'arding  cojw  of  a  Despatch  from  the 
Secretary  of  State,  No  110,  dated  2drd 
August  1867,  calling  for  a  report  therein 
called  for  regardine  the  heavy  mortality 
among  coolies  m  Sylnet. 


Forwarding  copy  of  a  Despatch  from  the 
Secretary  of  btate,  No,  21,  dated  7di  October 
1867,  with  reference  to  Special  Narrative, 
No.  2,  dated  16th  May  1867,  regarding  the 
case  of  the  Rev.  E.  J.  Tandy. 


Calling  for  a  report  as  to  the  best  mode  of 
undertaking  a  general  census  of  the  popula- 
tion of  India  in  1871. 
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Statement  showing  the  Number  of  times  Bengal  was  called  upon  for  Reports  on 
Questions  mooted  by  other  Departments,  Local  Governments,  Public  Bodies, 
Officers,  &c.,  during  1867. 


No.  and  Date  of 
*  Letters. 


764. 


1457. 


24th  January 
1867. 


12th  February 
1867. 


1088.    26th  February 
1867. 

2660.     18tli     March 
1867. 


2844. 
8261. 


20th     March 
1867. 

30th     March 
1867. 


420.     18th  May  1867 


1102.     10thJunel867 


1101.    10thJunel867 


10 


11 


12 


18 


14 


2024.     6th  July  1867 


2668.     20tb  July  1807 


2704. 


8006. 


8288. 


Dated      24th 
July  1867. 

6  th      August 
1867. 


12th    August 
1807. 


Remarks. 


Inquiring  whether  the  Lieutenant  Governor  has 
come  to  any  decision  regardinjj  the  abolition 
of  the  Small  Cause  Courts  at  Chittagong  and 
Arrahy  as  recommended  by  the  High  Court. 

Requesting  Bengal  to  report  how  far  the  Report 
of  the  Commission  on  the  subordinate  Medical 
Department  meets  the  case  of  Native  Doo« 
tors. 

Calling  for  a  report  as  to  the  number  of  Cauoon- 
goes  and  Putwarees  now  in  Orissa. 

Requsting  an  expression  of  opinion  on  the  two 
proposals  (1)  to  enlarge  jurisdiction  of  Moon- 
sifFs;  and  (2)  to  invest  Principal  Sudder 
Ameens  with  the  powers  of  Judges  of  Small 
Cause  Courts. 

Forwarding  for  opinion  the  new  Indian  Ship- 
ping Bill. 

Calling  attention  to  Act  26  of  1867,  to  amend 
the  law  relating  to  Stamp  Duties,  and  request- 
ing a  report  on  its  working. 

Forwarding  copy  of  a  letter  from  the  Bengal 
Chamber  of  Commerce  for  opinion  on  the  sub- 
ject of  the  exemption,  under  section  22  of 
Act  y  III.  of  1860y  of  certain  native  gentlemen 
from  personal  attendance  in  Civil  Courts. 

Forwarding  copy  of  a  Resolution  passed  in  the 
Financial  Department,  on  the  subject  of  in- 
creased Educational  Charges  in  the  Bombay 
Presidency,  and  requesting  information  on 
paragraphs  11  and  12,  regarding  the  strength 
of  Teachers  and  maximum  number  of  Boys  in 
each  class  in  High  Schools. 

Calling  for  a  report  of  any  action  that  may  have 
been  taken  by  the  Lieutenant  Governor  for 
preventing  Dacoitee  Approvers  from  engaging 
in  the  commission  of  crimes,  as  per  case  No.  76 
of  1866,  (Eliahee  Bux,  Appellant).  [See 
Sutherland's  Weekly  Reporter,  vol.  v.,  No.  22, 
dated  June  1866.) 

Calling  for  opinion  on  the  subject  of  the  appli- 
cation by  the  Asiatic  Society  for  a  refund  from 
Government  of  3,040-8  rupees,  being  a  por- 
tion of  the  sum  advanced  to  Dr.  Anderson  for 
the  decoration  and  repair  of  the  Museum, 

Inquiring  whether  any  tenures  similar  to  the 
Ghatwallee  Lands  of  Chota  Nagpore  exist  in 
any  other  parts  of  the  Bengal  Presidency. 

Calling  for  certain  information  regarding  the 
prevalence  of  SyphiUtic  Diseases  among  Sai- 
lors. 

Calling  for  a  report  regarding  an  outbreak  of 
Cholera,  and  great  mortality  among  the 
Coolies  on  the  Tea  Gardens  at  Missionpore 
and  Goraghat,  as  appears  from  the  Proceed- 
ings of  me  Bengal  Government  for  April 
1867. 

Forwarding  copy  of  Extract  from  Military  De- 
partment, No.  249,  dated  17th  July  1867,  on 
the  subject  of  the  Reports  of  Cholera  Com- 
missioners at  Constantinople. 
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O   on 

Ifo.  and  Date  of 

Letters. 

Subject. 

Remarks. 

16 

16 
17 

18 
19 
20 

4074.     80th    August 
1867. 

4787.    24th  Septem- 
ber 1867. 

6069.    2nd    October 
1867. 

6681.     18th  October 
1867. 

784.     29th  Novem- 
ber  1867. 

289.     14th  May  1867 
> 

C»ilHr.<]r  for  opinion  regarding  the  expediency  of 
opening  up  to  Natives  of  ability  and  character 
a  more  important,   dignified,  and   lucrative 
sphere  of  employment  in  the  administration  of 
British  India. 

Calling  for  afull  report  on  the  subject  of  the  injury 
supposed  to  be  done  to  the  Coast  Fisheries  by  the 
present  system  of  Irrigation  Works  in  Inclia. 

For^varding,  for  an  expression  of  opinion,  copy 
of  a  Resolution  on  the  subject  of  the  High 
Rate  of  Mortality  among  the  inmates  of  the 
DttUunda  Lunatic  Asylum. 

Forwarding  a  communication  from  the  Financial 
Department,  requesting  information  as  to  what 
arrangements  prevaii  in  the  Normal  Schools  in 
Bengal  and  eUewhere,  for  affording  medical 
aid  to  the  Students  in  those  Institutions. 

Calling  for  the  lieutenant  Govemor^s  opinion 
relating  to  certain  irregular  Ceremonies  which 
have  grown  up  among  the  Native  Christians  in 
Lower  Bengal,  in  supersession  of  legal  forms 
of  Marriage. 

Forwarding  a  copy  of  the  Report  of  the  Famine 
Commissioners,  and  inviting  the  attention  of 
the  Lieutenant  Governor  to  the  Second  Part, 
viz.,  that  which  deals  with  the  measures  neces- 
sary to  the  Restoration  of  Prosperity  in  the 
tract  to  which  their  inquiries  have  extended. 

Statement  showing  the  Number  of  times  Bengal  was  called  upon  for  Reports  on 
Memorials  from  private  Parties  and  dismissed  Officers,  during  1867. 


2052.     22nd    March 
1867. 


6766.    24th  October 
1867, 


Forwarding  for  report  a  memorial  from  the  pro- 
proprietors  of  ihe  Tea  Estates  in  Eastern 
Bengal. 

Forwarding  for  report  Memorial  from  one  Sro- 
bun  Dass,  complaining  of  the  stoppage,  in  the 
year  1846,  of  the  allowance  set  apart  by  the 
late  Ranee  Bowanee,  of  Rajshahye,  for  the 
maintenance  of  a  religious  Akara. 


Statement  showing  the  Number  of  times  Bengal  was  called  upon  for  Reports 
originating  from  the  Home  Department,  during  1867. 


d  S 

S50 


No.  and  Date  of 
lietters« 


800. 


20th  January 
1867. 


Subject. 


Inquiries  whether  the  Lieutenant  Governor  has 
laid  down  any  rule  regulating  the  period  dur- 
ing which  the  Commissioners  of  the  Divisions 
that  conaprise  the  Hill  Stations  of  Darjeeling, 
Cherra  Toonjee,  and  Shillong,  are  at  liberty 
to  reside  annually  at  such  Stations. 


0.8l. 


T3 


Remarks. 


Digitized  by 


Google 


140  PAPERS  RELATIVE  TO  THE 

Enclosure  11,  in  No.  11. 
Minute  by  the  Honourable  J.  Strachey,  dated  26 tb  March  1868. 

Tmb  discussion  of  the  questions  referred  to  in  the  Secretary  of  State's  Despatch  of  the 
16th  January  had  been  almost  completed  when  I  became  a  member  of*  this  Council,  but 
those  questions  are  so  important,  that  I  wish  to  state  the  opinions  which  I  hold  rtgard- 
in^  them. 

The  first  question  which  the  Secretary  of  State  asks  h  whether,  assuming  that  no  change 
is  ma<le  for  tl^e  present  as  to  the  site  of  the  capital  of  India,  Bengal  ought  to  be  placed 
under  a  Government  similar  to  that  of  the  Presidencies  of  Madras  and  Bombay? 

This  quesiion,  althouoh  it  specially  relates  to  Bengal,  opens  up,  in  fact,  the  whole 
question  of*  the  organization  of  the  Governmejit  throughout  British  India.  For  the  prin- 
ciples upon  which  our  system  of  Government  ought  to  be  based  will  be  essentially  the 
same  in  all  parts  of  the  country,  although  local  or  other  peculiar  conditions  nmst  be  con- 
sidered when  we  have  to  apply  those  principles  to  any  particular  province. 

Up  to  a  certain  point  there  is  not  much  difference  of  opmion.  It  is  g^ierally  allowed 
that  in  a  country  like  India  the  ultimate  executive  authority  must  be  vested  in  a  single 
person,  and  that,  whatever  forms  may  be  imposed  upon  him,  he  shall  possess,  if  he  choose 
to  exercise  it,  complete  discretionary  power.  Opinion  is  divided  as  to  the  advantage  of 
associating  Councillors  with  the  head  of  the  Government.  'ITie  arguments  against  a 
Council  resolve  themselves  into  this,  that  a  properly  qualified  Governor  finds  it  a  hindrance 
rather  than  a  help.  The  ari^uments  in  favour  of  a  Council  amount  to  this,  that  as  Governors 
are  not  perfect,  they  will  couimouly  do  well  to  take  the  advice  of  experienced  Councillors. 
These  views,  however,  do  not  neces^sarily  lead  to  conflicting  results.  To  meet  both  views, 
all  that  is  necessary  i^  to  make  the  Council  a  body  that  is  to  be  consulted  only  under  those 
special  circumstances  when  its  co-operation  is  likely  to  be  useful. 

That  the  head  of  the  Goveranient  of  India,  or  of  one  of  the  great  provinces,  cannot  per- 
sonally perform  all  the  business  of  the  administration  is  evident.  That  this  is  the  case  in 
Bengal  is  shown,  I  ihink,  unanswerably  in  Mr.  Grey's  Minute.  When  this  happens,  when 
the  burden  of  aHniinisi ration  hecnnies  too  heavy  for  a  single  brain,  the  only  remedy  is  to 
strike  off  from  below  as  much  as  possible  of  the  less  important  business,  reserving  for  the 
head  of  the  Government  questions  of  great  importance  and  a  general  control.  Such  an 
operation  can,  I  think,  only  completely  succeed  under  one  condition.  The  chief  branches 
of  the  business  to  be  disposed  of  must  be  placed  under  the  administrative  control  of 
officers  who  are  specially  qualified  to  titmsact  the  business  entrusted  to  them,  and  the 
responsibility  of  these  officers  to  the  bend  of  the  Government  must  be  distinct  and  unmis- 
takeable.  Each  of  them  ought  to  have,  within  certain  defined  limits,  actknowledged  autho- 
rity. He  should  be  bound,  in  all  matters  of  importance,  to  consult  the  head  of  the  Govern- 
ment, and,  so  far  as  possible,  to  administer  the  departnient  entrusted  to  him,  in  accordance 
with  what  he  knows  to  be  the  policy  which  the  head  of  the  Government  intends  to  follow. 
These  principles  are,  I  think,  applicable  lo  every  Government  in  India,  whether  it  be  the 
central  Government  under  the  Governor  General,  or  the  Government  of  a  province. 

And,  in  fact,  the  actual  business  of  the  Government  of  India  and  of  the  subordinate 
Governments,  is,  up  to  a  certain  point,  carried  on  \ery  much  in  this  way.  Thus,  e«ich  Mem- 
ber of  the  Governor  General's  Council  administers  a  separate  department,  and  disposes 
finally  of  the  greater  part  of  the  business  that  comes  before  him.     This  is  a  great  improve- 
ment on  tilt-  stare  of  things  which  existed  some  years  ago,  but  the  change  ought,  I  think, 
♦  See  his  Minutes,    to  be  carried  still  further.     As  Sir  Bartle  Frere  wrote*  eight  years  ago: — *'  The  Governor 
dated  16th  March      would,  as  is  usual  in  a  Crown  Colony,  exercise  his  discretion  in  consulting  his  Executive 
iRflft'  "'*^^'^^®^'  Council  as  a  body,  instead  of,  as  at  pnsent,  being  bound,  if  not  to  consult  them,  at  least 
•  to  let  them  know  what  he  proposes  in  all  things.    They  would  thu^  become  his  ministers 

and  advisers,  not,  as  at  present,  his  colleagues."  •  •  ♦  «  There  should  be  a  proper 
division  of  labour;  each  Councillor  having  his  own  department,  to  which  he  can  devote  nis 
whole  attention  continuously,  instead  of  all  consulting,  or  pretending  to  consult,  on  every 
matter,  great  or  small,  as  used  to  be  the  theory  and  pretended  practice." 

This  is,  I  am  satisfied,  the  direction  in  which  the  current  of  events  is  taking  us.  The 
Councdlors  of  the  Governor  General,  and  of  each  Governor,  must  become  his  responsible 
ministers,  and  cense  to  be  his  colleagues.  The  old  conception  of  a  Council  that  is  to  govern, 
or  that  is  to  determine,  by  a  majority  of  votes,  the  measures  to  be  adopted  by  the  Govern- 
ment, ought  to  be  put  aside  altogether.  The  mere  name  of  a  Council  has,  I  think,  become 
mischievous,  because  the  ordinary  Indian  idea  of  a  Council  is,  that  it  is  a  body  which 
collectively  governs.  I  would  have  no  Executive  Councils,  so  called,  either  for  the  u-overn- 
ment  of  India,  or  for  any  subordinate  Government. 

When,  therefore,  I  have  to  answer  the  Seirerary  of  State's  question  whether  Bengal 
should  be  placed  under  a  Government  similar  to  that  of  Madras  and  Bombay,  I  answer 
without  hesitation  in  the  ne«^ative. 

Tl)e  measures  that  ought,  m  my  opinion,  to  be  taken,  with  the  object  of  strengthening 
the  hands  of  the  Lieutenant-Governor,  have  been  already  indicated. 

The  first  thing  to  be  done  would  be  the  arrangement  of  the  chief  branches  of  the  business 
into  separate  departments.  Each  of  these  departments  should  be  placed  under  the  admi- 
nistrative control  of  an  officer  chosen  on  account  of  bis  supposed  special  qualifications  to 
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transact  the  business  entrusted  to  him.  I  would  call  him  Minister.  The  term  Secretary 
does  not,  in  India^  carry  with  it  the  wei^rht  which  oui^ht  to  attach  to  the  executive  head  of 
a  great  depnrtment  of  the  administration,  and  I  think  that  the  secretaries  in  each  depart- 
ment would  be  just  as  necessary  after  the  appointment  of  Ministers  as  they  are  now. 

I  think  that  the  Ministers  should  be  nominated  b^  the  Lieutenant-Governor,  subject  10 
the  approval  of  the  Governor  General.  Considermg  the  heavy  responsibilites  of  the 
Lieutenant-Governor,  it  would  be  unreasonable  not  to  allow  him  a  voice  in  the  choice  of 
his  Ministers. 

The  Minister  would  dispose  of  all  th^  ordinary  business  of  his  department  in  the  name 
of  the  Government.  His  final  powers  should  be  subject  to  any  limitation  which  the 
Lieutenant-Governor  might  impose.  All  matters  of  great  importance  would  be  referred  to 
the  Lieutenant-Governor.  If  such  a  difference  of  opinion  bet\%een  the  Lieutenant- 
Governor  and  the  Minister  should  arise  as  to  lead  the  latter  to  declino  the  responsibility  of 
issuing  some  particular  orders,  the  Lieutenant-Governor  might  adopt  one  of  two  courses : 
— -iBt.  He  might  desire  the  Minister  to  issue  the  orders  at  once,  placing  on  record  bis 
reasons  for  so  doing,  in  which  case  the  Minister  would  have  to  obey  or  resign  bis  office, 
placing  on  record,  if  he  chose,  the  reasons  of  his  objections;  2nd.  The  Lieutenant-Governor 
might  discuss  the  matter  with  all  the  Ministers.  Such  discussion  would  only  give  to  the 
Ministers  tlie  opportunity  of  expressing  their  opinions.  There  would  be  no  counting  votes, 
and  the  power  of  acdon  would  remain,  as  before,  wholly  with  the  Lieutenant-Gt)vemor. 
The  Ministers  would  thus,  in  case  of  necessity,  constitute  the  Lieutenant  Governor's  Council, 
and  I  believe  this  to  be  the  only  sort  of  Council  that  would  be  really  useful.  The  Lieu- 
tenant Governor  might,  of  course,  consult  the  whole  of  bis  Ministers  on  any  subject  that 
he  pleased.  In  fact,  the  practice  should  be  very  much  that  which  is  followed  in  the  Enijlish 
Cabinet 

It  may,  perhaps,  be  said  that  considering  the  circumstances  under  which  a  Minister 
would  be  appointed,  and  the  class  from  which  he  would  ordinarily  be  taken,  it  would  be 
unreasonable  to  force  him  to  choose  between  obedience  to  the  will  of  the  head  of  the 
Gt>vemment  and  resignation  of  his  office.  Although  the  Minister  would,  of  course,  be  in 
a  more  difficult  positi(m  than  that  in  which  a  Member  of  Council  can  ever  be  placed  under 
the  existing  system,  and  although  there  would  be  little  or  no  analogy  between  his  case  and 
that  of  a  dissentient  Minister  in  the  English  Cabinet,  I  do  not  think  that  this  objection  has 
any  serious  impor1;^ance.  The  case  would  hardly  ever  occur  in  practice  in  which  a  Minister 
had  seriously  to  consider  whether  he  would  resign  his  office  rather  than  carry  out  a  policy 
which  he  believed  to  be  improper.  And  if  the  matter  ever  went  as  far  as  this,  there  would 
be,  in  reality,  a  strong  pressure  to  make  the  head  of  the  Government  hesitate  before  he 
insisted  on  carrying  out  bis  own  views.  If  a  Minister's  resignation  involved  the  necessity 
of  his  leaving  the  public  service,  a  step  which  would  often  be  little  short  of  his  ruin,  the 
circumstances  would  be  very  exceptional  which  would  induce  ihe  head  of  the  Government 
to  accept  such  a  consequence.  I  may  add  that  the  possibility  that  a  Minister  may  be  too 
subservient  is,  in  India,  a  smaller  evil  than  the  probability  that  he  may  be  too  obstructive. 

I  think  that  the  title  of  Lieutenant  Governor  is  to  be  preferred  to  that  of  Governor. 
The  former  term  expresses  better  than  the  latter  the  position  which  the  head  of  the  Bengal 
Government  ought  to  hold  towards  the  Governor  General.  I  think  that  it  would  be  a 
decided  improvement  if  the  Governors  of  Madras  and  Bombay  were  called  Lieutenant 
Governors  also.  Upon  this  point  I  agree  with  Sir  Henry  Durand.  But  I  cannot  agree 
with  bim  in  thinking  that  the  Lieutenant  Governors  should  be  appointed  by  the  Government 
at  home.  I  believe  that  such  a  step  would  seriously  weaken  the  influence  of  the  Crovernor 
General,  wliich  requires  rather  to  be  strengthened  than  to  be  still  further  diminished. 

Whatever  be  may  be  called,  I  think  that  the  head  of  the  Government  of  Bengal  should 
hold  a  position  of  not  less  dignity  and  responsibility  than  that  of  the  heads  of  the  Govern- 
ments in  Madras  or  Bombay.  Bengal  is,  in  many  respects,  the  most  important  province  of 
India,  and  its  administration  is  the  most  arduous. 

This  brings  me  to  the  Secretary  of  State's  second  question,  which,  however,  has  been 
almost  sufficiently  answered  already. 

The  pret^ent  relations  towards  the  Government  of  India  of  the  Lieutenant  Governor  of 
Bengal  and  of  the  Governors  of  the  minor  Presidencies  have  already  assumed  almost  pre- 
cisely the  same  form,  and  they  require,  I  believe,  no  important  modification. 

The  next  two  questions  of  the  Secretary  of  State  refer  to  the  expediency  of  placing  the 
local  administration  of  Bengal  in  the  same  hands  as  the  general  administration  of  India, 
and  to  the  restoration  of  the  relations  which  formerly  subsisted  between  the  Governor 
General  and  the  Governmeot  of  Bengal. 

To  put  back  the  administration  of  Bengal  on  the  Governor  General,  or  on  the  Govern- 
ment of  India,  in  any  shape  or  in  any  degree  is,  I  believe,  simply  impossible.  I  am  not 
aware  that  measures  with  such  a  tendency  have  been  approved  by  any  one  who  has  know- 
ledge of  existing  &cts,  or  who  is  acquainted  with  the  process  of  change  through  which  tlie 
Government  of  India  has  been  paasin^  during  the  last  10  or  15  years.  With  the  inevi* 
table  increase  of  business,  the  constant  tendency  has  been  for  the  Government  of  India  to 
withdraw  more  and  more  from  the  control  of  matters  of  purely  local  administration,  and 
this  process  >eems  certain  to  continue. 

The  next  question  reft  rs  to  the  Bengal  Legislative  Council.  I  do  not  think  that  its 
abolition  would  be  a  wise  measure.  We  are  told  on  the  high  authority  of  the  Lieutenant 
Governor  and  of  Mr.  Maine  that  the  local  legislature  has,  upon  the  whole,  done  its  work 
decidedly  well.    I  beliere,  with  Mr.  Maine,  that,  at  any  rate,  the  Supreme  Legislature  would 
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have  done  it  worse.    The  abolition  of  the  local  Council  would  lead  to  extreme  dissatisfac- 
tion and  clamour,  without,  so  tar  as  I  can  see,  any  advantage. 

The  questions  referred  to  in  paragraphs  18  and  20  of  the  Secretary  of  State's  letter  are 
closely  connected.  But  it  is  hardly  possible  to  discuss  satisfactorily  the  question  where  the 
Head  Quarters  of  the  Government  of  India  should  be  fixed,  or  under  what  circumstances 
the  Governor  General  should  leave  his  Council,  until  wc  know  clearly  what  are  the  exact 
functions  which  the  Government  of  India  will  have  to  perform,  and  what  is  to  be  the  posi- 
tion of  the  Council  towards  the  head  of  the  Government.  On  the  litter  point  I  have 
already  stated  sufficiently  the  opinions  which  I  hold.  IT  the  views  which  I  have  ex[)res8ed 
be  correct,  if  fhe  Council  of  the  Governor  General  ought  to  be  a  body  of  responsible 
Executive  Ministers,  carrying  on  their  functions  in  subordination  to  the  Governor  General, 
then  it  seems  to  me  to  follow  that  the  proper  place  of  the  Councillors,  or  as  I  should  prefer 
to  call  them,  Ministert?,  is  with  the  Governor  General.  The  old  idea  was  that  the  Council 
was  of  right  a  governing  body,  and  so  long  as  this  idea  was  acted  upon,  there  was  nothing 
unreasonable  in  the  Governor  General  separating  himself  fri»m  his  Council.  The  Governor 
General  could  reserve  for  himself  a  portion  of  the  work,  and  the  rest  of  it  could  be  per-» 
formed  by  the  Council  under  a  President.  But,  according  to  the  view  which  I  take,  the 
Governor  General  could  not  propeily  separate  himself  for  any  considerable  time  from  the 
Ministers  who  were  respojisible  to  hun.  This  rule  would,  I  think,  be  ordinarily  liible  to 
no  exception,  although  it  might  become  necessary  to  break  through  it  if  some  great  emer- 
gency should  arise  to  threaten  the  peace  or  safety  of  the  Empire. 

if  these  opinions  regarding  the  Council,  be  correct,  and  if  it  be  admitted,  as  I  think  it 
must  be,  that  the  main  function  of  the  Government  of  India  must  be  one  of  general  control, 
and  not  of  direct  administration,  and  that  this  is  true  of  all  prorinces  without  exception, 
the  question  of  the  place  where  its  authority  is  to  be  exercised  becomes  one  of  secondary 
importance.  The  country  is  being  intersected  with  lines  of  railway  and  tel^raph  in  all 
directions.  Almost  every  day  adils  some  new  extension  to  our  means  of  communication. 
Within  a  very  few  yeai*s  there  will  bean  unbroken  line  of  radway  between  Madras,  Bombay, 
Calcutta,  Lahore,  and  Peshawur,  and  there  will  be  lines  to  almost  every  part  of  the  country 
that  is  likely  to  have  any  political  importance.  Under  such  circumstances,  it  seems  to  me 
that,  so  far  as  the  g^reattr  or  lesser  distances  of  various  provinces  are  concerned,  it  matters 
little  where  the  public  business  of  the  Government  of  India  is  transacted.  In  a  country  of 
such  magnitude,  it  is  a  difficulty  inherent  in  the  problem,  that  the  extremities  of  the  empire 
are  at  immense  distances  apart,  that  tlicir  climates  and  the  character  of  their  inhabitants, 
and  all  other  conditions  are  totally  different.  Whatever  place  we  might  select  for  our 
capital,  the  greatest  number  of  the  objections  which  are  now  urged  against  Calcutta  would 
certainly  apply  to  it  with  equal  force.  I  concur  in  the  views  expressed  by  His  Excellency 
the  Governor  General  on  this  part  of  the  subject.  Admitting  that  it  was  accident  rather 
than  any  consideration  of  political  advantage  which  fixed  the  capital  in  Calcutta,  it  seems 
to  me  incontestable  that  this  city  has  great  absolute  claims  to  preference,  and  that  no  reasons 
of  sufficient  weight  have  been  yet  brought  forward  to  justify  the  choice  of  any  other  place. 

This  conclusion  is  in  no  way  incompatible  with  the  opinion  that  there  is  no  necessity  or 
propriety  in  making  the  Government  of  India  remain  during  the  whole  year,  or  even  neces- 
sarily for  a  portion  of  every  year,  in  Calcutta.  1  think  that  Calcutta  will  almost  always  be 
the  most  convenient  and  suitable  place  for  the  head  quarters  of  the  Government  during  the 
cool  season.  The  choice  of  the  jdace  where  the  Government  is  to  remain  during  the  hot 
season  must,  I  think,  depend  on  the  circumstances  of  the  time,  but  I  quite  agree  in  the 
opinion  that  has  been  expressed  by  his  Excellency  the  Governor  General  that,  under 
existing  circumstances,  Simla  is  not  only  the  best  but  the  only  suitable  place  on  this  side 
of  India.  This  much  seems  to  me  clear,  that  for  the  Government  to  remain  in  the  excessive 
heat  and  unhealthiness  of  Calcutta,  where  it  has  no  special  or  local  duties  to  perform, 
during  the  hot  months,  would  be  irrational.  The  views  which  Mr.  Maine  has  stated  on  this 
point  in  his  Minute  of  the  16th  March  seem  to 'me  to  be  entirely  just;  and  I  think  that  his 
Excellency  the  Governor  General  has  shown,  in  an  unanswerable  manner,  in  paragraphs  31 
and  32  of  his  Minute  of  the  23rd  March,  that,  as  a  matter  of  fact,  the  removal  of  the 
Government  to  Simla  causes  no  inconvenience,  and  no  interruption  worth  mentioning  in 
the  disposal  of  business.  As  Mr.  Maine  has  truly  said,  a  Government  which  expends 
unnecessarily  the  health  of  its  servants  on  mere  resistance  to  unfavourable  physical 
conditions  is  **  guilty  of  the  most  foolish  form  of  prodigality."  I  think  that  nothing  could 
well  be  more  foolish  than  to  ignore  the  fact  that  European  faculties,  bodily  and  mental,  are 
more  vigorous  in  a  temperate  climate  than  in  one  of  extreme  heat  and  relaxation,  and  to 
refuse  to  take  advantage  of  the  iBcilities  with  which  nature  has  provided  us  for  escaping 
from  one  of  the  most  serious  causes  which  interfere  with  the  good  administration  of  the 
Government. 

The  only  other  question  in  the  Secretary  of  State's  letter,  that  remains  to  be  noticed,  is 
that  which  is  asked  in  his  19th  paragraph.  I  think  it  highly  desirable  that  the  summary 
power  of  legislating  for  certain  portions  of  the  country  should  be  restored  to  the  Executive 
Government  in  the  manner  that  has  been  proposed.  I  would,  however,  give  this  power  to 
the  Government  of  India  ahme.  The  reasons  which  have  been  given  by  Mr.  Maine  in 
support  of  this  proposition,  in  his  Minute  of  the  27th  February,  seem  to  me  conclusive*  I 
would  add  tliat  the  truth  of  Mr.  Maine's  views  has  been  strongly  impressed  upon  me  by 
the  practical||experience  which  I  have  had  during  the  last  two  years  as  Chief  Commissioner 
of  Oude.  I  think  that  we  could  hardly  have  better  proof,  than  we  can  find  in  Gude,  of  the 
inconvenient  and  objectionable  consequences  which  may  follow  from  the  present  denial  of 
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legklative  amthorily  to  the  Executive  Government.  Political  engag^menfci  of  great 
importance  were  entered  into  by  the  Executive  Government  after  the  mutinies  with  th^ 
Talookdars^  and  various  complications  have  since  arisen  which,  as  the  law  now  stands,  can 
only  be  dealt  with  by  legislation.  I  think  it  evident  that  it  is  highly  inexpedient  to  allo^ 
the  Legklative  Council,  under  such  circumstances,  to  call  in  question  the  propriety  of 
measures  which,  under  the  pressure  of  great  political  difficulty,  the  Executive  Government 
eonsidered  it  necessary  to  take.  I  do  not  say  that  it  is  probaWe  that  the  Legislative 
Council  would  do  anjrthtng  of  the  kind,  but  the  risk  is  one  which  it  would  be  wiser  to 
avoid.  Ic  cannot  be  right  that  in  such  matters  the  Government  should  be  forced  to  ask 
the  approval  of  a  Council  which,  as  Mr.  Maine  has  said,  *<  is  not  really  responsible  for  the 
peace  and  good  government  of  the  territories  to  be  legislated  for."  It  this  power  of  legis- 
lation be  restored  to  the  Executive  Government,  it  will,  as  Mr.  Grey  has  pointed  out,  be 
necessary  to  provide  that  the  power  shall  be  exercised  in  such  a  manner  as  to  leave  no  room 
for  doubt  as  to  what  orders  of  the  Executive  Government  have  or  have  not  the  force  of  law. 
I  know  from  my  own  experience,  in  Oude  and  in  the  Central  Provinces,  that  it  is  often 
extremely  difficult  to  say  whether  an  order  issued  before  the  passing  of  the  Indian  Councils 
Act  is  or  is  not  law  at  the  present  time. 

(signed)        John  Strachey. 


Enclosure  12,  in  No.  11. 


MiKUTs  by  Major-General  the  Honourable  Sir  H.  M.  Durand,  c.b.,  K.c.8.1.,  dated 

28th  March  1868. 

I  SHOULD  not  have  deemed  it  necessary  to  add  a  word  more  to  what  I  have  already 
written  were  it  not  that  in  the  31st  paragraph  of  the  Minute  of  the  Governor-General  of  the 
2drd  March,  lately  put  into  my  hands,  I  find  the  supposed  loss  of  two  months'  time  is  dis- 
credited, and  his  Excellency  calculates  the  necessary  and  unavoidable  loes  of  time  in  the 
year  at  a  fortnight  rather  than  two  months.  In  proof  of  this,  a  table  is  appended  showing 
the  time,  as  it  is  stated,  actually  occupied  during  the  past  four  years  in  the  migrations  to 
and  from  Simla,  which  give  an  average  of  28  days. 

2.  It  seems  almost  superfluous  to  remark  that  sue  h  a  Statement  as  Appendix  B.,  which 
shows  the  datesx>f  departure  and  of  arrival  of  the  Governor  General  at  Calcutta  and  Simla, 
is  little  or  no  criterion  of  the  period  of  interruption  to  current  business.  What  should  have 
been  shown  as  well,  in  order  to  give  a  coiTcct  notion  on  the  subject,  is  the  date  of  departtnre 
of  the  hrst  batch  of  clerks,  and  the  date  of  arrival  of  the  last  clerk  in  Simla  of  each  o\  the 
different  Departments  of  the  Government  of  India.  Judgment  could  then  be  formed  bow 
long  a  time  elapses  before  the  offices  as  a  whole  begin  at  Simla  to  work  with  full  power. 

d.  Three  different  Departments — the  Foreign,  the  Militarv,  and  the  Public  Works — have 
come  under  my  own  observation  on  this  point.  Of  the  other  two,  the  Financial  and  the 
Home  Departments,  my  observation  has  not  been  so  close  ;  but  in  1867  the  first  batch  of 
Clerks  of  the  Financial  Department  left  Calcutta  on  the  8th  April ;  the  last  clerk  reached 
Simla  on  the  13th  May.  So  that  from  the  8th  April  to  the  8th  May,  one  monUi,  the  Finan- 
cial Office  could  not  be  working  at  the  same  power  as  if  it  had  been  stationary  in 
Calcutta. 

4.  Clerks  are  allowed  (12)  twelve  days  to  make  the  journey  to  or  from  Simla,  inclusive 
of  time  for  making  ilieir  arrangements.  This  is  not  more  than  enouoh,  considering  the 
rush  that  is  then  being  made  for  d&k  carriages  Irotn  Delhi  to  Kalka.  Also  bearing  in  mind 
that  the  journey  has  to  be  accomplished,  going  up  to  Simla,  at  the  hottest  season  of  the  year, 
and  that  the  same  facilities  of  movement,  arrangements  fur  accommodation,  &c.,  cannot  be 
secured  to  the  mass  of  the  public  offices  as  to  the  persons  entered  in  the  Statement  of 
A4)pendix  B.  As  the  supply  of  d&k  carriages  from  Delhi  is  limited,  it  stands  to  ^reason  that 
the  clerks  of  alt  five  of  the  Departments  cannot  be  on  the  road  at  once,  nor  interfere  with 
the  movements  of  the  Governor-General  and  Council.  From  the  8th  April  ^o  the  Idth 
May  is,  therefore,  about  the  usual  time  they  are  on  the  move  up. 

6.  Of  course,  secretaries,  by  a  judicious  arrangement  of  the  secretariat  staff,  do  their 
best  to  diminish  the  interruption  to  current  routine  work.  Assistant  Secretaries  in  Calcutta 
iVork  whilst  the  Secretary  is  on  his  way  to  Simla ;  and  he  works  at  Simla  whilst  the 
Assistant  Secretaries  are  moving  up ;  but  the  disposal  of  all  real  important  work,  heavy 
pending  cases,  are  delayed  at  least  a  month,  and  sometimes  more. 

a.  That  there  happena  to  be  little  of  what  offices  term  arrears  is  really  no  proof  of  the 
despatch  or  business  except  of  the  ordinary  routine  kind.  Without  any  desire  to  impugn 
the  claim  founded  on  no  arrears,  it  does  not  touch  the  point  whether  the  strain  before  a 
move  to  prevent  accumulation  and  after  a  move  to  dispose  of  accumulation  of  business  is 
favorable  to  a  sound  or  to  an  affected  despatch  of  business.  My  object,  however,  now  is 
not  to  diseute  this,  but  to  show  that  the  cavil  at  my  calculation  as  to  the  period  of  paralyzed 
work,  consequent  on  annual  migrations,  is  not  a  cavil  that  can  be  supported  by  the  real 
facts  of  tlie  case. 
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7.  No  one  will  for  an  instant  suppose  that  I  mean  it  to  be  inferred  that  either  en  route^ 
or  when  at  Simla  before  the  offices  are  working  full  power^  any  urgent  references  cannot  be 
dealt  with  by  the  Grovemor  General  as  soon  as  tnej  reach  him.  My  remarks  apply  to 
current  business  and  the  machinery  indispensable  to  a  government  of  record  for  the  due 
transaction  of  that  business  and  the  proper  keeping  of  the  Proceedings  of  GoTemment  and 
its  archiTes.  Telegraphic  messages  can  be  received^  and  orders  passed  on  them,  wherever 
a  telegraphic  station  lies  on  the  route  of  the  GovemorGeneral ;  but  this  mode  of  tran- 
sacting urgent  business  has,  as  every  one  knows^  both  its  narrow  limits  and  its  practical 
dangers  and  inconveniences. 

8.  My  meaning  was,  1  venture  to  think,  perfectly  clear,  viz.,  that  from  the  first  break-up 
of  the  offices  at  Calcutta  to  their  being  in  a  state  of  fall  working  power  at  the  opposite  end 
at  Simla,  a  month  is  consumed  before  the  Government  is  completely  established  and  work 
in  ordinary  swing. 

S.  M.  Durand. 


—  No.  12.  — 
Memorandum  by  Mr.  Mangles. 

As  a  Member  of  the  Committee  appointed  by  the  Secretary  of  State  to  con- 
sider and  report  upon  the  relations  of  the  Government  of  Bengal  to  the 
Supreme  Government,  and  the  best  mode  of  rendering  both  authorities  more 
effective  for  the  fulfihnent  of  their  respective  duties,  I  was  necessarily  debarred 
from  expressing  my  individual  opinion  upon  the  important  subjects  under 
discussion.  The  majority  of  the  Committee  being  mainly  of  one  mind,  their 
separate  viev^rs,  and  the  reasons,  not  alv^rays  identical,  v^rhich  had  led  each 
member  to  adopt  them,  were  fused  into  a  common  report ;  while  those  who 
declined  to  concur  in  the  opinions  therein  briefly  expressed,  enjoyed  the  oppor- 
tunity of  stating  fully,  and  of  illustrating  by  argument,  the  conclusions  at 
which  they  had  arrived.  Being  deeply  convinced  of  the  great  importance  of 
the  questions  at  issue,  I  gladly  avail  myself  of  the  license  granted  me  by  the. 
Secretary  of  State,  to  place  upon  record  my  opinions  with  respect  to  those 
questions,  together  with  the  grounds  on  which  my  opinions  have  been 
formed. 

It  may,  I  think,  be  safely  affirmed,  that  but  for  the  unhappy  circumstance 
that  the  Province  of  Orissa  had  recently  been  visited  by  a  terrible  famine,  cut- 
ting off  by  absolute  starvation,  or  by  diseases  consequent  to  the  want  of  suffi- 
cient food,  a  very  large  proportion  of  its  population,  we  should  have  heard 
nothing  of  the  alleged  necessity  of  a  change  in  the  form  of  the  Administration 
of  Bengal.  The  present  Lieutenant  Governor,  Mr.  Grey,  is  the  fourth  who 
has  held  that  office  since  its  constitution  by  Lord  Dalhousie,  a  pretty  competent 
judge  from  his  long  experience  (having  been  Governor  of  Bengal,  without  a 
Council,  as  well  as  Governor  General  of  India,  for  six  years),  of  the  best  mode 
of  administering  its  affairs.  The  predecessors  of  Mr.  Grey  have  been  Sir 
Frederick  Halliday,  Sir  John  Peter  Grant,  and  Sir  Cecil  Beadon.  Until  the 
untoward  coincidence,  in  point  of  time,  of  the  failure  of  Sir  Cecil  Beadon's 
health,  with  the  drought  that  inflicted  scarcity  upon  the  greater  part  of  Bengal 
Proper,  and  famine  upon  Orissa,  and  some  adjacent  districts,  we  heard  nothings 
as  far  as  my  memory  serves  me,  of  any  inefficiency  in  the  administration  of  the 
Lieutenant  Governorship.  Sir  Frederick  Halliday  was  tried  by  an  ordeal  such 
as  I  hope  and  believe  no  representative  of  the  British  Government  in  any  part 
of  India,  whatever  he  may  be  called,  will  again  be  subjected  to.  He  was 
Lieutenant  Governor  of  Bengal  throughout  the  mutiny  of  the  Sepoy  army. 
How  he  bore  himself  in  that  terrible  crisis,  the  foUovring  letter,  addressed  to 
him  by  Lord  Canning,  will  testify : — 

"  Dear  Mr.  Halliday,  Government  House,  3  May  1859. 

"  In  saying  good-bye  to  you,  yesterday,  I  did  not  speak  that  which,  for  maay 
reasons,  I  prefer  to  vmte  deliberately,  my  thanks  for  the  invaluable  aid  and 
support  which  the  Government  of  India  has  received  from  you  during  the 
whole  time  of  trial  through  which  we  have  passed.  Those  thanks  are  very 
warm  and  earnest,  as  they  ought  to  be ;  for  if  I  had  not  felt  that  in  Bengal  I 
had  your  watchfulness,  and  your  sound,  experienced,  vigorous  judgment  to  lean 
upon,  I  should  have  had  much  greater  anxiety  about  this  part  of  India,  than, 
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after  the  first  few  weeks^  I  ever  felt.  I  shall  never  cease  to  be  grateful  to  you 
for  your  help ;  and  I  am  glad  to  think  that  there  are  very  few  matters  con- 
nected with  the  great  events  which  have  been  passing  around  us  upon  which 
there  has  been  any  di£ference  between  our  views. 

"  Again,  good  bye,  believe  me,  &c. 

(signed)        "  Canning'' 

In  no  other  respect,  to  the  best  of  my  knowledge,  was  he  found  wanting. 
Yet  this  is  one  of  the  men  whose  fidlure  in  the  fulfilment  of  the  arduous  duties 
of  his  office,  too  arduous,  it  is  alleged,  to  be  efficiently  discharged  by  any 
individual,  has  been  adduced  as  a  proof  of  the  necessity  of  a  change  of 
system. 

Sir  Frederick  Halliday's  successor  was  Sir  John  Peter  Grant,  a  man  of  sur- 
passing ability.  The  phrase  is  not  a  whit  too  strong.  I  have  a  right  to  speak 
of  him  in  decided  terms,  for  he  began  his  career  in  Calcutta,  as  my  assistant, 
when  1  was  Secretary  to  the  Board  of  Revenue ;  and  I  watched  with  admiration 
his  onward  course  up  to  the  highest  post  to  which  he  could  be  appointed  in 
India.  He,  too,  was  severely  tried  during  his  tenure  of  office.  Upon  him 
devolved  the  arbitrement  of  the  long  pending  and  bitter  differences  between 
the  indigo  planters  and  the  ryots  of  Lower  Bengal  In  fulfilling  this  difficult 
duty  he  had  to  face  the  determined  opposition  of  the  whole  European  unofficial 
community,  (excepting  only  the  missionaries),  and  the  virulent  abuse  and  slander 
of  the  more  unscrupulous  of  that  body.  In  this  struggle,  though  undoubtedly 
in  the  right,  as  the  almost  unanimous  verdict  of  the  Government  and  people  of 
England  subsequently  decided,  he  was  not  too  well  supported  by  the  Governor 
General  and  his  Council ;  but  he  never  flinched  in  the  performance  of  the 
arduous  and  invidious  duty  which  the  complicated  and  vicious  relations  of  the 
contending  parties  had  imposed  upcm  him,  until  he  had  succeeded  in  delivering 
the  weaker  of  the  two  from  a  system  of  crushing  injustice  under  which  they 
had  long  groaned.  While  he  rendered  this  special  and  eminent  service  to  the 
most  numerous  and  feeblest  portion  of  the  people  under  his  rule,  in  no  other 
respect  was  his  administration  found  wanting  in  energy  and  efficiency.  1  feel 
confident  that  no  case  for  even  the  expediency,  much  less  for  the  necessity,  of 
a  change  of  system  can  be  made  out  on  the  ground  of  any  failure  in  the 
administraticHi  of  Sir  John  Peter  Grant. 

Now,  if  the  facts  of  the  case  be  as  I  have  stated  them  in  regard  to  the 
character  oi  the  services  rendered  by  Sir  Frederick  Halliday  and  Sir  John  Peter 
Grant,  what  becomes  of  the  hypothesis  that  a  change  in  the  form  of  the 
administration  has  been  called  for  by  the  proved  inefficiency  of  the  existing 
system  ?  Or  if,  on  the  other  hand,  my  opinion  of  their  merits  has  been  too 
partial,  and  the  failure  of  those  gentlemen  to  administer  the  Government 
of  Bengal  has  been  so  decided  as  to  demonstrate  the  necessity  of  a  radical 
change,  how  did  it  happen  that  to  each  of  them,  in  succession,  was  offered 
by  the  Imperial  Government,  at  a  very  critical  juncture,  the  difficult  task 
of  tranquillising  and  ruling  Jamaica,  a  task  which  Sir  John  Peter  Grant  has 
executed,  as  I  understand,  with  complete  efficiency  ? 

Up  to  the  time  when  his  health  gave'  way.  Sir  Cecil  Beadon  followed  in  the 
steps  of  his  two  predecessors  with  no  inferior  success.  If  he  had  not  been 
tempted  to  remain  in  harness  too  long,  and  to  strive  with  failing  strength  and 
energy  to  fulfil  duties  which  demanded  for  their  efficient  execution  all  the  powers 
which  the  ablest  servant  of  the  Indian  Government  could  bring  to  bear  upon 
them,  we  should  never  have  heard  the  failure  to  cope  successfully  with  the 
fearful  calamity  that  desolated  Orissa  brought  forward  as  a  conclusive  argu- 
ment to  demonstrate  the  necessity  of  a  great  change  in  the  administration 
of  Bengal. 

But  it  cannot,  in  my  judgment,  be  fairly  argued,  because  it  cannot  possibly 
be  demonstrated,  that  a  governor,  with  a  council,  would  have  done  more  to 
succour  the  victims  of  the  famine  than  could  have  been  effected  by  a  Lieutenant 
Governor,  acting  alone,  assuming  each  party  to  be  equally  competent,  and 
equally  sensible  of  the  obligations  of  his  station. 

I  desire  to  treat  with  all  respect  the  opinions  of  those  with  whom  I  have  the 
misfortune  to  differ,  but  I  must  be  allowed  to  say  that  to  call  eagerly  for  the 
change  of  a  system  which  has  hitherto  worked  weU,  for  no  better  reason,  that 
I  can  see,  than  that  a  great  calamity  has  occurred  and  been  weakly  dealt  with, 
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which  might  not  have  been  a  whit  better  met  if  the  proposed  change  had  been 
previously  carried  out,  appears  to  me  to  be  very  questionable  statesmanship* 
It  signifies  nothing  by  what  tide  the  proper  man  might  have  been  designated 
in  1865-6^  or  may  be  designated  a  year  or  two  hence  ;  such  a  person  set  fiace 
to  face  with  the  famine  in  Orissa»  would  have  done,  and  would  do,  all  that 
human  ability  and  energy  could  effect  to  ward  off,  or  to  mitigate,  the  terrible 
effects  of  a  visitation  of  Providence,  as  much  beyond  the  control  of  man,  as 
regards  the  vast  majority  of  the  sufferers,  as  the  hurricane  or  the  earthquake. 
Eveiy  one  must  deeply  regret  that  all  was  not  done  that  might  have  been  done 
to  furnish  food  to  those  who  were  within  the  reach  of  help ;  but  it  would  be 
easy  to  demonstrate,  if  this  were  the  proper  place,  and  to  illustrate  the  proof, 
a  fortiori,  by  the  example  of  the  Irish  famine,  that  a  dense  cottier  population, 
so  situated  geographically,  and  vnth  such  agricultural  and  social  habits  as  that 
ci  Orissaj  cannot  be  saved,  in  the  mass,  by  any  human  efforts,  from  the 
extreme  consequences  of  famine,  when  it  has  pleased  the  Almighty  to  vdthhold 
for  a  lengthened  period,  and  over  a  very  wide  tract  of  country  (so  as  to  pre^ 
elude  relief  from  proximate  quarters),  the  normal  fall  of  rain. 

It  is  admitted,  on  all  hands,  I  think,  that  the  North  Western  Provinces  and 
the  Punjab,  have  been  well  administered  by  Lieutenant  Governors ;  but  it  is 
argued  by  those  who  maintain  that  a  Governor,  aided  by  a  council,  is  needed 
for  Bengal,  that  several  concurrent  causes,  but,  especially,  the  great  excess  of 
population  in  the  Lower  Provinces,  constitute  an  essential  difference,  and  raise 
the  task  of  the  ruler  in  that  quarter  above  the  powers  of  an  individual.  I  need 
not  repeat  my  appeal  to  what  has  actually  been  done  by  successive  Lieutenant 
Governors  of  Bengal,  but  1  submit  that  the  test  of  numbers  is  a  fallacious  one. 
There  are,  prbbably,  no  people  in  the  world  so  easily  governed  as  the  natives 
of  Bengal.  In  no  other  country  do  the  troops  required  to  maintain  peace  and 
order,  bear  so  Jow  a  relation  to  the  numbers  of  the  people.  In  the  North 
Western  Provinces,  and  in  the  Punjab,  but  especially  in  the  latter,  where  the 
population  is  most  sparse,  the  Government  is  brought  into  contact,  and^  too 
often  into  unavoidable  collision,  with  warlike  and  comparatively  well-armed 
tribes,  lawless,  habitual  freebooters,  and  inhabiting  mountain  fastnesses,  very 
difficult  of  access.  The  wild  tribes  on  the  frontiers  of  Bengal,  on  the  contrary, 
are  weak  in  point  of  numbers,  and  are  armed  with  the  rudest  weapons.  They 
very  rarely  give  trouble  to  the  British  Government,  which  is,  therefore,  able  to 
devote  its  uninterrupted  attention  to  domestic  affairs. 

Those  affairs  are,  undoubtedly,  very  heavy  and  important,  and  call  for  great 
ability,  and  for  very  close  application  to  business  on  the  part  of  the  Lieutenant 
Governor.  But  the  Governor  General  has  hitherto,  as  I  have  shown,  found  no 
insuperable  difficulty  in  selecting  officers  thoroughly  competent  to  fulfil  the 
responsibilities,  and  to  cope  with  the  labours  of  the  post ;  and  it  is  the  merest 
assumption  to  take  it  for  granted  that  a  governor,  with  or  without  a  council, 
would  do  more  work,  or  do  it  better,  than  Sir  Frederick  Halliday  and  Sir  John 
Peter  Grant,  did  it,  than  Sir  Cecil  Beadon  did  it,  up  to  the  time  when  his 
health  gave  way,  or  than  Mr.  Grey,  as  I  am  satisfied  by  what  I  have  seen  of 
his  proceedings,  is  doing  it  now.  Calling  him  by  another  name  will  not  make 
him  abler  or  stronger.  A  remedy  for  alleged  shortcomings,  recommended  by 
some,  namely,  to  supply  his  place  with  a  Statesman  fresh  from  England,  of 
second  or  third  rate^  standing  (for  no  one  in  a  higher  position  would  accept  the 
office),  or,  to  give  him  such  a  successor,  would  certainly  not  tend,  in  my 
judgment,  to  improve  the  administration.  If  abler  men  than  the  two  first 
Lieutenant  Governors  of  Bengal  are  to  be  found  in  England,  vdlling  to  under- 
take such  duties  and  responsibilities,  why  was  not  one  of  them  sent  to  Jamaica? 
And,  on  the  other  hand,  what  reason  is  there  to  doubt  that  the  Civil  Service  of 
Bengal  will  continue  to  supply,  in  times  to  come.  Statesmen  as  able  as  it  has 
trained  in  times  past  ?  Surely,  those  who  regard  competition  as  a  great  suc- 
cess, cannot  expect  that  it  will  result  in  degeneration. 

What  is  really  wanted  to  strengthen  the  Administration  of  Bengal,  is,  first, 
a  larger  staff  of  secretaries,  to  relieve  the  Head  of  the  Government  from  all 
manual  drudgery,  and  from  all  labour  but  that  of  the  mind,  a  mode  of  relief  at 
least  as  well  afforded  by  secretaries  as  by  members  of  council,  and  at  a  much 
smaller  cost.  Secondly,  an  improvement  still  more  imperatively  called  for, 
that  officers  of  every  grade,  from  collectors  and  magistrates  upwards,  should  be 
entrusted  with  larger  powers  for  the  definitive  disposal  of  business.     As  a  rule, 
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almost  unthout  exception,  those  officers  are  thoroughly  trustworthy,  and 
occasional  errors  of  judgment  will  not  be  found,  in  practise,  half  so  mischievous 
as  the  enormous  waste  of  time  incurred  in  the  preparation  of  references,  reports, 
periodical  returns,  and  statements  under  many  denominations.  An  executive 
officer  cannot  give  the  time  that  he  ought  to  devote  to  \isiting  the  different 
localities  of  his  enormous  district,  and  to  making  himself  acquainted  with  all 
classes  of  the  people,  because  he  must  be  at  his  desk  at  the  Sudder  station  to 
prepare  reports  of  progress,  and  to  fill  up  columns  of  statistics.  When  the 
Government  can  rely  upon  the  honesty  and  good  will  of  its  officers,  it  is  far 
better  that  they  should  have  time  to  do  what  they  ought  to  do,  than  that  time 
should  be  spent  in  telling  the  superior  authorities  what  they  have  done,  or  in 
asking  permission  to  do  it. 

I  need  hardly  repeat  the  axiom,  so  specially  true  as  respects  India,  that  all 
change  is  an  evil,  except  when  it  can  be  shown  that  it  is  called  for  to  correct 
serious  abuses,  or  to  promote  great  improvements.  But,  as  regards  such  justi- 
fications the  "  onus  proband^'  lies  on  the  advocates  of  change.  And,  unless  he 
can  show  it  to  be  so  probable  in  the  case  under  discussion  as  to  approach  cer- 
tainty, that  abler,  more  energetic,  and  more  laborious  men  than  those  whom  I 
have  enumerated^  as  Lieutenant  Governors,  could  be  found  to  administer  the 
aflEairs  of  Bengal  with  the  title  of  Governor,  and  that  Members  of  Council  can 
do  more  and  better  work  than  secretaries,  we  shall  do  well,  in  my  judgment,  to 
strengthen  the  hands  of  Mr.  Grey,  and  to  let  matters,  in  all  other  respects, 
remain  as  they  are. 

One  word  more  :  India,  most  assuredly,  was  not  made  for  the  Civil  Service^ 
and  if  it  can  be  shown  to  be  essential  to  the  public  good  that  its  interests 
should  in  any  case  be  disregarded,  1  should  be  the  last  to  desire  that  those 
interests  should  be  upheld.  But  it  appears  to  me  to  be  a  legitimate  argument 
against  a  change,  which,  to  say  the  best  for  it,  does  not  hold  out  a  promise  of 
very  signal  advantages,  that  the  result  of  adopting  it  would  necessarily  be  to 
deprive  a  great  public  service,  not  too  much  favoured  by  the  Imperial  Govern- 
ment, of  one  of  those  few  high  prizes  which  tend  to  animate  its  distinguished 
members  to  still  more  devoted  exertions. 

India  Office,  7  May  1868.  R.  D.  Mangles. 


—  Ko.  13.  — 
Memorandum  by  Sir  Erskine  Perry. 


1.  As  the  Report  of  the  Special  Committee  on  the  future  Government  of 
Bengal  was  necessarily  very  brief,  and  as  being  addressed  to  the  Secretary  of 
State,  it  omitted  several  fundamental  positions  familiar  in  this  office,  but  which 
formed  the  groundwork  of  the  conclusions,  at  which  as  I  conceive  the  majority 
of  the  Committee  arrived,  it  may  be  as  well  perhaps  shortly  to  state  them. 

2.  First  of  all,  the  unanimous  opinion  of  the  Committee  was,  that  Calcutta 
must  be  retained  as  the  capital  of  India,  which  is  a  fact  worth  noting,  because 
the  language  of  this  Despatch  shows  some  ambiguity  on  the  point,  and  because 
out  of  a  committee  of  six,  the  local  prepossessions  of  at  least  four,  if  not  five, 
were  in  nowise  favourable  to  Bengal.  v 

3.  The  Government  of  India  by  the  British,  being  a  series  of  experiments,  and 
an  application  of  the  science  or  art  of  administration  on  a  field  wherein  history 
does  not  afford  a  precedent,  for  no  age  has  yet  witnessed  the  co-existence  of  a 
despotic  government  with  an  entirely  free  press,  the  wiser  course  seems  to  be 
not  to  attempt  to  set  up  any  paper  constitutions  after  the  fashion  of  Abb6  Sifeyes, 
but  to  allow  our  institutions  to  grow  up  as  it  were  spontaneously,  modifying  them 
from  time  to  time  as  the  results  of  experience  may  dictate. 

4.  Accident  has  produced  one  form  of  government  in  Madras  and  Bombay,  and 
another  in  the  Lieutenant  Governorships,  but  there  is  no  general  concurrence 
of  opinion  amongst  the  most  experienced  administrators,  indeed  there  is  the 
greatest  diversity  as  to  the  superiority  of  one  form  over  the  other.     Under 
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these  circumstances  it  is  most  inexpedient  to  introduce  organic  changes,  respect- 
ing which  the  best  authorities  differ,  especially  amongst  a  conservative  people, 
ever  ready  to  reproach  us  with  our  constant  changes  of  purpose,  and  who  have 
too  frequently  very  good  reasons  for  doing  so, 

5.  It  is  admitted  by  all,  and  indeed  one  of  the  main  advantages  to  be  expected 
from  erecting  Bengal  into  a  full  government  is,  that  the  future  Governor  should 
be  sent  out  from  England.  Indeed  the  present  able  Lieutenant  Governor  most 
earnestly  implores  that  he  should  be  at  once  superseded,  and  that  an  English 
statesman  should  take  his  place.  The  political  consequences  of  such  a  step 
has  been  very  apparent  to  the  Special  Committee,  but  they  seem  to  have  been 
overlooked  by  many  who  have  written  from  India.  It  is  reasonable  to  suppose 
that  in  the  selection  of  a  Governor  for  Bengal,  the  Prime  Minister  of  the  day 
would  fix  on  the  most  eminent  Parliamentary  Statesman  whom  he  could  induce 
to  accept  the  office,  for  Parliamentary  experience  is  very  useful  in  India,  and 
Parliamentary  claims  in  this  country  are  irresistible.  It  is  probable,  therefore, 
that  the  new  Governor  would  be  chosen  from  the  class  eligible  for  the  Cabinet, 
if  the  Cabinet  were  but  capacious  enough  to  hold  all  that  are  eligible. 

6.  But  the  position  of  a  Governor  in  Calcutta  by  the  side  of  a  Governor 
General,  equal  to  the  latter  in  previous  social  position,  superior  to  him,  perhaps, 
in  ability  and  Parliamentary  weight,  would  probably  lead  to  direct  collision  and 
conflict  of  authority ;  and  in  every  such  case  wherein  Bengal  interests  stood 
opposed  to  the  interests  of  India,  what  is  called  public  opinion  in  Calcutta 
would  inevitably  side  with  the  Governor  of  Bengal.  The  surplus  revenue  of  the 
Gangetic  Valley,  i.  e.,  of  the  North  West  Provinces  and  of  Bengal,  at  present 
forms  the  great  fund  by  wiiich  the  empire  is  maintained,  and  by  which  all  public 
improvements  are  rendered  possible.  Bengal  alone,  out  of  a  revenue  of 
16,000,000  /.  sterling,  only  spends  5,000,000  /.  on  its  own  administration.  If  a 
quasi  independent  government  is  set  up  by  the  side  of  the  Governor  General, 
it  would  not  be  difficult  for  an  able  Governor,  backed  up  as  he  would  be  by  the 
press,  the  bar,  and  the  zemindars,  to  raise  a  cry  of  Bengal  for  the  Bengalees, 
that  would  be  very  difficult  to  resist. 

7.  A  universal  conviction  pervades  the  council  of  the  Secretary  of  State,  that 
for  purposes  of  finance,  for  distributing  surplus  revenue  throughout  the  empire, 
as  well  as  for  the  superintendence,  direction,  and  control  of  the  whole  civil  and 
military  government  of  India,  a  great  central  authority  like  that  of  the  Governor 
GenersJ  must  be  maintained.  But  an  equally  strong  conviction  pervades  my 
mind,  and  I  think  is  present  with  many  of  my  colleagues,  that  for  all  lasting 
improvements  in  government,  and  for  the  greatest  development  of  the  different 
and  differing  nationalities  of  India,  we  must  look  to  local  efforts  and  local 
administration.  Now  to  combine  these  two  great  objects,  the  machinery  to 
effect  which  has  a  tendency  to  grate  and  collide  at  so  many  different  points,  is 
the  most  important  problem  of  the  day  for  Indian  statesmen.  But  there  are 
signs  in  the  horizon  which  throw  light  on  the  main  difficulty  to  be  encountered, 
and  afford  reason  to  hope  that  the  financial  position  of  the  different  govern- 
ments may  be  satisfactorily  arranged. 

8.  With  these  convictions  the  Special  Committee  had  no  hesitation  in  re- 
commending that  the  Lieutenant  Governorship  of  Bengal  should  be  continued, 
that  its  connection  with  the  Government  of  India  should,  if  an3i;hing,  be 
strengthened,  and  that  the  true  remedy  for  supposed  mal-administration  in 
Ben^  is  to  limit  the  sphere  of  action,  which  is  evidently  too  widely  diffused  for 
any  Governor  or  any  Lieutenant  Governor  efficiently  to  supervise.  If  a  complete 
corroboration  of  this  view  be  required,  it  may  be  found  in  the  elaborate  state- 
ments and  statistics  of  Lieutenant  Governor  Grey  ;  and  the  efficient  remedy  has 
been  indicated  by  the  Governor  General  in  suggesting  the  severance  of  Behar, 
as  well  as  Assam,  and  the  recommendations  of  the  Special  Committee  point  in 
the  same  direction. 

9.  Another  recommendation  of  the  Special  Committee,  viz.,  that  the  general 
legislation  for  Bengal  (and  it  might  be  added  for  all  India)  should  be  exercised 
by  the  Governor  General's  council,  and  that  summary  powers  to  make  adminis- 
trative rules  and  ordinances  should  be  given  to  the  Lieutenant  Governor, 
requires  elucidation,  for  the  proposal  has  been  termed  retrograde. 

10.  The 
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10.  The  rise  and  progress  of  the  law-making  power  in  India  forms  a  cmrious 
chapter  in  Indian  history,  but  it  is  too  long  to  recount  here ;  it  is  suffiei^it  to 
state  that  many  years  after  the  East  India  Company  had  acquired  several 
kingdoms  in  the  East,  all  the  legislative  authority  which  Parliament  conferred 
upon  them  was  the  power  to  make  rules  for  the  good  order  and  civil 
government  of  their  possessions^  which  were  to  be  enforced  by  fines,  and  public 
or  private  shipping  (13  Geo.  3,  c.  63,  39  &  40  Geo.  3,  c.  79).  These  powers  were 
manifestly  so  insufficient  for  the  government  of  what  was  growing  up  to  be  a 
great  Eastern  Empire,  that  the  language  of  Parliament  was  tacitly  hdd  to 
apply,  and  probably  was  only  intended  to  apply  to  British  sulriects,  and  the 
Government  of  India  continues  to  exercise  the  full  powers  of  Government, 
including  legislation,  which  they  had  acquired  from  their  predecessors. 

11.  As  time  rolled  on  it  was  found  necessary  to  give  (practically)  unlimited 
powers  of  making  laws  that  should  bind  British  subjects  also^  and  in  1833  the 
Governor  General  in  Council  was  empowered  to  legislate  for  all  persons^ 
whether  British  or  Native,  and  for  all  places  and  things  within  British  India  ; 
and  in  1861  similar  powers  were  given  to  the  Government  of  Madras  and 
Bombay,  and  also,  under  the  direction  of  the  Governor  General,  to  the  Govern- 
ment of  Bengal. 

12.  As  the  law  stands  at  present,  then,  there  are  four  distinct  centres  in  India 
from  which  legislation  may  proceed,  the  Governor  General's  (Council,  and  the 
Councils  of  Madras,  Bombay,  and  Bengal  respectively ;  and  it  is  now  solemnly 
urged  in  India  by  several  high  authorities  that  similar  powers  of  legislation 
should  be  attributed  to  the  Governments  of  the  North  West  Provinces,  and  of 
the  Punjab,  as  they  may  be  by  a  fiat  of  the  Governor  General  in  CoundL 

13.  It  is  submitted  that  the  policy  of  the  Act  of  1861,  which  sought  to  restore 
the  powers  of  legislation  over  their  own  local  matters  to  the  local  Governments 
was  quite  right,  and  in  conformity  with  the  principle  recognized  above  (para.  7) 
as  the  teaching  of  experience ;  but  it  is  also  submitted  that  the  machinery 
adopted  has  proved  embarrassing  and  ine^^pedientfor  the  public  interests.* 

14.  A  very  generous  but  premature  attempt  was  made  in  1861,  to  intro- 
duce something  of  a  representative  character  into  the  Legislative  Councils ; 
but  all  who  know  India  best  are  agreed  on  this,  that  for  probably  generations 
to  come  the  elements  do  not  exist  for  forming  a  representative  Government, 
or  anything  approaching  thereto ;  even  in  Bengal,  which  is  undoubtedly  far 
ahead  of  other  parts  of  India  in  intelligence,  as  it  is  in  wealth,  I  never  heard 
any  one  contend  that  a  majority  of  landowners  and  labourers  could  be  found 
who  would  vote  a  new  tax  in  behalf  of  the  most  obvious  want  of  advancing 
civilization. 

15.  But  if  this  is  so,  what  can  be  more  injudicious  than  to  introduce  one  of 
the  greatest  defects  in  representative  government,  under  which  immense  bodies 
of  new,  ill  digested,  and  frequently  unsuitable  laws,  are  turned  out  every  year, 
to  the  infinite  perplexity  of  the  people,  and  to  the  profit  of  none  but  the  lower 
class,  and  legal  practitioners. 

16.  As  an  Englishman  of  liberal  tendencies  I  am  deeply  attached  to  our  con- 
stitutional system,  as  a  lawyer   I  am  ever  ready  to  maintain  the  wisdom  and 

.  practical  good  sense  that  pervades  our  English  jurisprudence,  but  as  a  citizen 
of  the  world  I  cannot  but  admire  the  facility  and  the  advantages  which  a  des- 
potic Government  like  France,  for  example^  possesses,  and  which  all  Govern- 
ments using  the  civil  law,  enjoy,  of  giving  to  their  respective  people,  simple, 
symmetrical,  and  permanent  systems  of  law,  which  are  capable  of  being  brought 
home  and  made  intelligible  to  every  household. 

17.  I  conceive,  then,  that  the  Special  Committee  were  quite  right  in  recora- 
mending  that  the  Legislative  Council  of  Bengal  should  be  abolished,  and  that 
the  power  of  making  rules  and  ordinances  should  be  restored  to  the  local 
Governments. 

18.  But  this  measure  is  deemed  retrograde  by  Lieutenant  Governor  Grey 
and  others,  whose  opinions  are  entitled  to  great  weight,  and  it  is  certain  to  be 
encountered  with  clamour ;  it  is,  therefore,  necessary  to  meet  the  plausible  objec- 
tions which  vrill  assuredly  be  raised. 

0.81.  X  3  19.  India  ^ 
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19.  India  at  the  present  time  stands  in  need  of  two  different  classes  of  law. 
The  first  comprises  compendiums  of  the  principles  of  jurisprudence,  which  the 
wisdom  of  ages  has  adduced  as  the  safest  rules  for  the  guidance  of  human  conduct ; 
and  these  it  is  obvious  may  be  drawn  either  from  the  civil  or  the  English  law, 
as  being  the  systems  in  operation  with  the  most  civilized  nations  in  the  world. 
The  second  class  comprises  rules  and  regulations  subservient  to  the  maintenance 
and  enjoyment  of  those  substantive  rights  comprehended  under  the  first 
division,  rules  which  are  constantly  but  temporary  and  local,  and  which  none 
but  local  authorities  can  well  judge  of;  such  rules  have  been  characterized  by 
Bentham  under  the  very  significant  term,  adjective  laws.  There  is  a  third  class 
of  laws  by  which  new  personal  rights  may  be  created,  laws  of  status,  laws  of 
marriage,  laws  of  succession,  as  to  which  it  may  be  said  that  until  the  majority 
of  intelligent  Hindoos  and  Mahomedans  desire  a  change,  it  is  greatly  to  be 
hoped  that  none  will  be  attempted ;  under  this  head  may  also  be  grouped  the 
organic  and  constitutional  laws  so  fertile  for  debate  in  Europe,  but  which  for 
reasons  above  given  are  not  open  for  discussion  in  India. 

20.  Now,  of  the  two  classes  of  laws  above-mentioned,  it  is  obvious  that  the 
first,  which  is  the  work  of  compilation,  selection,  rejection,  origination,  and 
symmetrical  arrangement,  the  task  may  be  far  better  performed,  and  it  is 
now  being  performed,  in  England.  It  is  a  great  triumph  for  the  Home  Govern- 
ment that  they  have  been  able  to  secure  the  services  of  some  of  the  first  jurists 
of  England  in  a  law  commission  for  this  purpose. 

21.  The  second  class,  relating  to  adjective  laws,  is  the  real  legislative  business 
appropriate  for  an  Indian  Government ;  and  for  these  it  may  be  said  that  the 
machinery  of  a  public  legislative  assembly,  essentially  bureaucratic  in  its 
character,  but  following  most  of  the  forms  of  the  House  of  Commons,  is  not 
only  cumbrous  but  unsuitable  and  injurious  to  good  government. 

22.  If  the  rules  and  regulations  ^of  former  governments  previous  to  1883  be 
examined,  or  the  Legislative  Acts  since  that  period,  they  will  be  found  mainly 
to  coihe  within  the  category  I  am  describing,  and  the  far  greater  part  of  them 
belong  to  the  due  and  healthy  action  of  the  executive,  controlled  as  it  is  in 
India  by  a  vigilant  press,  by  public  opinion  in  England,  and  by  the  Home 
authorities. 

23.  It  will  be  said  of  course,  that  to  exclude  from  public  discussion  the  legis- 
lative measures  adopted  by  Government,  to  give  no  locus  standi  to  the  in- 
telligent Englishmen  and  educated  Natives  resident  in  Calcutta  and  Bombay, 
will  be  to  give  free  and  unlimited  career  to  your  despotism. 

24.  But  power  in  the  subordinate  Executive  Governments  to  make  rules  and 
ordinances  involves  no  such  consequences ;  it  is  a  great  mistake  to  suppose 
that  in  a  well-ordered  native  Government  public  opinion  finds  no  place.  The 
ready  access  to  authority  which  the  Durbar  offers,  and  the  simplicity  of  oriental 
manners,  which  allows  so  much  freedom  of  speech,  have  ever  enabled  an 
intelligent  native  ruler  to  introduce  improvements  which  were  seen  to'  be 
acceptable.  It  would  be  extremely  easy  for  the  Government  of  India  by 
courteous  arrangements  and  the  use  of  honorific  distinctions  to  elicit  to  a  much 
greater  extent  than  has  been  hitherto  witnessed,  both  public  discussion  and 
native  opinion  on  many  points  of  executive  Government,  including  adminis- 
trative regulations ;  and  this  is  the  same  line  of  liberal  policy  so  much  in  unison 
with  native  usages  which  probably  might  be  followed  with  great  hopes  of 
success. 

25.  Undoubtedly  a  proposal  to  abolish  the  Legislative  Council  of  Bengal  will 
meet  with  great  opposition  on  the  part  of  several  of  the  Bar  at  Calcutta,  and  of  some 
of  the  independent  Englishmen  connected  with  the  planting  interests  in  Bengal 
and  Assam ;  and  these  gentlemen  have  every  right  to  be  heard.  They  have, 
however,  great  opportunities  of  making  their  wishes  known,  for  the  English  press 
represents  their  interests,  and  Calcutta  correspondents  to  the  London  papers 
reflect  the  same  views.  They  have  also,  powerful  organs  in  Parliament ;  they 
have,  moreover,  the  very  great  advantage  that  where  their  special  interests 
clash  with  those  of  the  natives  of  India,  the  case  of  the  latter,  so  far  as  the 
English  press  is  concerned,  is  rarely  ever  presented  to  the  public. 

26.  Nevertheless, 
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26.  Nevertheless,  when  the  facts  of  the  case  are  fully  brought  before  Parlia- 
ment, which  is  the  ultimate  tribunal  before  which  organic  changes  in  the 
Government  of  India  must  be  discussed,  I  have  no  doubt  that  the  decision  will 
be  that  the  Le^slative  Council  is  a-  mere  sham,  so  far  as  its  representative 
character  is  concerned ;  that  it  has  an  evil  tendency  in  alluring  members  of  the 
Government  to  assume  the  position  of  leaders  of  opposition,  and  that  so  £Eur  as 
special  interests  have  been  enabled  to  assert  their  claims,  those  interests  will  be 
generally  found  to  be  in  conflict  with  the  welfare  of  the  people. 

22  May  1868.  E.  Perry. 
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COPIES  of  Despatch  of  the  Secretary  of  State 
for  India  to  the  GovemmeDt  of  India  on  the 
subject  of  the  Administratiom  of  Bengal;  of 
the  Report  of  a  Special  Committee  of  tiie 
Council  of  India  on  the  same  Sufc^t;  and  of 
other  Papers  relating  thereto. 


(Sir  Stafford  NorthcoU.) 


Ordered,  by  The  House  oJ  ComraonH,  to  he  PrmUd, 
^  May  1868. 


^  Price  \s.  7d.] 
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EAST  INDIA  (CESSION  OF  BERAR). 


RETURN  to  an  Address  of  tbe  Honourable  The  House  of  Commons, 
dated  ao  August  1867;— ^or, 


**  COPIES  of  any  Correspondbnce  that  may  have  passed  smee  the  year 
1865  between  the  Nizam's  Government  and  the  Indian  Government  on  the 
subject  of  the  Cbssion  of  Berar  : " 

'^  And^  of  the  Political  Section  of  the  Administration  Reports  for  )86l 
and  1862,  made  by  Colonel  Davidson,  Resident  at  Hyderabad.'" 


India  Office,      1  J«  R  MELVILLE, 

27  November  1867.J  Assistant  Secretary,  Political  Department. 


(Afr.  Stacpoole.) 


Ordered,  by  The  House  of  Commons,  to  be  Printed, 
3  December  1 867. 


29* 

Digitized  by  VjOOQ IC 


[  3  J 


CONTENTS. 


BAXB* 

14  Feb,  1807 

14  Nov.  1800 

«7  Oct  „ 

18  Feb.  1807 

9  Apr.  „ 

16  Mar.  „ 


FBOX 


8 


1887 


1  Sept  1880 

26  Oct  „ 

18  ,,  ff 

81  May  1867 


(Governor  G^eral  •  .  - 
Sir  G.  Yule  -  -  .  - 
Sir  Salar  Jung  -  .  - 
Gk>vemment  of  India 

Ditto 

Mailras  GovenaDent 

Oetieral  Orders  bj  the  Gk>7emor  iu  Council,  Madras 

Extract  Minutes  of  Consultation 

Officiating  Resident,  Hyderabad 

Greneral  Ordei  by  the  Gk>yemor  in  Council,  Madras   - 

Lieut  Col.  A.  B.  Dyce    - 


TO 


Secretary  of  State  - 
Government  of  India 
Sir  G.  Yule  - 

Ditto 
Secretary  of  State  - 
Govemmtnt  of  India 


Madras  Goyernment 


Secretary  of  State 
Extract  from  Admi: 


Commissioners  for  Afiairs  of 
Kurnool. 

Governor  General 


Baport  fay  Colonel  Dayidsoui  for  1860-1 


Ukom. 


8 
6 
7 
10 
28 
24 
24 
26 
27 
28 
28 

80 
80 


Digitized  by 


Google 


[    3    } 


COPIES  «f  CoERiWOMi>9ifCB  nUebliaa  poised  siacstfck^  Yeac  186&  between  the 
Hhmn's*  OoMmnfent  and  tiie  Infiaft  OOTeranmt  oir  tin  subfeok  et  the 
CnsToir  of  Behas,  and  of  the  Poutical  SjKcnoif  gf  tbe  Adminibtkatton 
Bbports   for  1861   and  1802^  made   by   Colonel  JDanidson,  Besldent  at 


(Foreign  Department. — Political* — No.  30.) 

Tbe  Governor  General  of  India  in  Council  to  the  Right  Honourable  Viscount 
CranAomey  Secretary  of  State  for  India. 

My  Lord,  Fort  William,  14  February  1807. 

We  have  the  honour  to  forward,  for  the  consideration  of  Her  Majesty's 
Government,  the  accompanying  copy  of  papers  relative  to  a  proposition  by 
which  his  Highness  the  Nizam  desired  to  obtain  restoration  of  those  districts  in 
Berar,  which  are  at  present  held  by  the  British  Government  in  trust  for  the 
payment  of  the  Hyderabad  Contingent,  and  the  other  charges  specified  in 
Article  6  of  the  Treaty  of  1860. 

2.  The  Hyderabad  Durbar  endeavoured  to  show  that,  on  three  separate 
accounts,  the  British  Government  had  incurred,  or  was  about  to  incur,  debts  to 
the  Nizam  aau)ont]ng  in  all  to  60  lakhs  of  rupees  per  annum.  These  debts 
tbe  Nizam  dedared  tiimself  willing  to  forego,  provided  the  Britiah  Government 
would  give  him  bark  Berar. 

8.  We  found,  after  careful  inquiry,  that  tlie  alleged  debts  had  no  existence  ; 
and,  as  the  essence  of  the  arrangement  by  which  the  British  Government  has 
undertaken  to  be  responsible  for  the  payment  of  the  charges  in  question,  is  the 
retention  in  our  hands  of  a  permancn  t  source  of  income  adequate  to  the  demand, 
we  caused  the  Durbar  to  be  informed  that  we  could  see  no  opening  for  any 
modification  of  the  present  assignment  of  Berar. 

4.  The  most  important  feature  in  this  correapondeace  is  a  claim  which 
the  Nizam  has  set  up  to  share  equally  with  the  British  Government  in  the 
expected  lapse  of  the  Mysore  State.  For  the  grounds  on  which  we  have  dis- 
allowed this  claimy  we  beg  to  refer  your  Lordship  to  our  despatches  noted  on  the 

margin,*  and  to  our  Officiating  Secretary's  letter  to  the  Resident  at  Hyderabad,  *  No.  66,  dated 
forming  one  of  the  enclosures  of  this  despatch.  3i  AugMt  1864. 

5.  In  our  former  communications  we  have  had  occasion  to  examine  and  disprove  5  May'i866. 
the  Maharaja  of  Mysore's  assertion  that  his  tenure  of  that  state  is  one  of  perpetual  8ee  Parliamentary 
and  indestructible  sovereignty.     We  beg  to  point  out  that  the  pretensions  to  Paper,  No.  112  of 
reversionary  rights  in  Mysore,  whicli  the  Nizam  has  now  advanced,  are  funda-  ^®^^' 
mentally  irreconcilable  with  the  Maharaja's  argument,  and  that,  consequently, 

the  advocates  of  either  theory  have  no  option  but  to  disallow  the  other. 

6.  Your  Lordship  will  observe  that  the  Nizam  does  not  ask  for  tbe  main- 
tenance of  a  "  separate  Government  '*  in  Myswe,  under  Article  4  of  tbe  Partition 
Treaty  of  1799.  On  the  contrary,  his  Highness  so  entirely  approves  of  the 
asnexation  of  the  state,  that  he  does  not  hesitate  to  speak  freely  of  the  Maha- 
raja's death,  and  offers  to  barter  his  imaginary  claims  to  a  share  in  the  lapse  for 
the  immediate  practical  advantage  of  recovering  Berar.  If  there  is  any  obloquy 
to  be  incurred  by  the  appropriation  of  Mysore,  the  Nizam  obviously  does  not 
shrink  from  bearing  his  part  of  it.  His  Hi^inese,  as  is  natural,  looks  only  to 
his  own  interests  in  tbe  matter;  but,  even  according  to  this  rule,  we  believe  tl^at 
tbe  indifference  with  which  hs  contemjdates  a  measure  said  to  be  unpopular 
in  India,  is  shared  by  the  olher  native  states.  Ever  since  Lord  Canning 
specially  excluded  the  Maharaja  of  Mysore  from  the  general  podvilege  of  a  riglrt 
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to  adopt,  the  chiefs  of  India  have  all  known  that  the  continuation  of  that  dynasty 
was  doubtful^  and  they  have  all  felt  that  its  fate  would  in  no  degree  compromise 
the  perpetuation  of  their  own  I^ouses. 

7.  We  shall  take  advantage,  however,  of  this  opportunity  to  offer  some 
remarks  upon  the  term  *'  separate  Government."  The  word  for  *'  separate*'  in  the 
Persian  copy  of  the  treaty  is  simply  *^  alahidah,** — apart  or  distinct — which  con- 
veys no  meaning  of  independence.  How  little  force  was  attached  to  the  word 
by  the  framers  of  the  treaty,  may  be  judged  from  the  circumstance  that  in  the 
fifth  Article,  although  the  English  version  includes  the  term  '^  separate/'  the 
corresponding  word  is  absent  from  the  Persian  copy,  in  which  the  *^  separate 
Gk)vemment  of  Mysore  ^  is  translated  simply  "  riyasat  i  mulk  Mysore,'  — the 
government  of  the  country  of  Mysore. 

8.  Both  the  fourth  and  the  6fth  Articles  make  the  establishment  of  the  king- 
dom of  Mysore  dependent  on  conditions  to  be  subsequently  laid  down.  Those 
conditions,  defined  by  Article  9,  comprise  the  maintenance  of  a  British  force 
under  the  terms  of  the  separate  treaty  between  the  British  Government  and  the 
Maharaja.  The  effect,  therefore,  of  these  three  Articles  is  to  erect  the  provisions 
of  the  Subsidiary  Treaty  of  Seringapatam  into  the  conditions  on  which  the 
^*  separate  *'  Government  of  Mysore  was  to  be  established.  But  the  provisions 
of  that  treaty  in  themselves,  even  without  the  light  of  Lord  Momington's  autho- 
ritative explanations,  are  manifestly  incompatible  with  the  existence  of  an 
independent  Government.  The  result  is,  that  the  word  ^  separate,"  whatever 
else  it  may  have  meant,  could  never  have  been  intended  to  mean  isolated  from 
the  British  power.  We  hold  that  it  must  have  been  used  to  denote  merely 
such  a  setting  aside  of  one  portion  of  the  conquered  territory  as  would  admit  of 
a  ready  distribution  of  the  remainder  among  the  allied  conquerors. 

9.  Another  point  which  may  also  be  here  noticed  is  the  phrase  at  the  close  of 
the  preambles  of  both  the  treaties,  to  the  effect  that  the  engagement  shall  be 
binding  *'  as  long  as  the  Sun  and  Moon  shall  endure.'*  The  wording  of  the 
original  Persian  is  ^*  ta  aiam-i-quaiam  Shams  o  Kamar,''  literally,  to  the  times  of 
the  enduring  of  the  Sun  and  of  the  Moon.  The  Government  Persian  Officer 
at  the  time  the  treaty  was  written,  affected  a  quasi-rhythmical  style  of  diction, 
much  admired  by  Oriental  scholars,  and  this  may  have  had  something  to  do  with 
the  selection  of  this  particular  conjunction  of  sounds.  But,  be  this  as  it  may, 
the  phrase  is  certainly  nothing  more  than  a  rather  poetical  form  of  an  hjrperbo- 
lical  expression,  common  enough  in  all  eastern  languages,  signifying  long 
endurance  quite  as  often  as  perpetuity,  and  placed  where  it  stands  in  the  pre- 
ambles of  the  treaties,  it  can  hardly  be  held  to  import  more  than  the  promise  of 
^^  perpetual  itmity  and  friendship,"  to  be  found  in  the  same  position  in  many 
European  treaties ;  nor  is  it  as  solemn  as  the  invocations  by  which  those  promises 
are  frequently  confirmed.  In  any  case  the  words  cannot  be  held  of  sufficient  force 
to  override  any  conditions  in  the  several  articles  of  the  treaty,  which  are  posi- 
tively inconsistent  with  perpetuity.  Such  conditions,  we  maintain,  do  exist  in 
both  treaties.  For  Lord  Mornington  reserved  to  himself ''  an  unlimited  right 
of  assuming  the  direct  management  of  the  country,'*  and  that  right,  whenever  it 
might  be  put  in  force,  would  necessarily  put  a  period  to  the  existence  of  the 
Mysore  State.  In  fact,  the  Treaties  of  1799,  so  far  from  guajanteeing  perpetuity 
of  existence  to  the  Raj  of  Mysore,  contain  specific  provision  for  the  contingency 
in  which  its  extinction  might  become  desirable.  The  contingency  was  remote, 
but  it  did  at  last  arrive,  notwithstanding  the  honest  and  assiduous  efforts  of 
the  British  Government  to  stave  it  off. 

10.  In  the  same  view  we  desire  to  invite  your  Lordship's  attention  to  the 
marked  difference  that  exists  between  the  terms  of  the  two  very  similar  arrange- 
ments by  which  the  Maharaja  of  Mysore  in  1799  and  the  Raja  of  Satara  in  1819 
were,  at  the  expense  of  dynasties  which  had  in  former  times  usurped  their  power, 
each  respectively  created  by  the  British  Government  head  of  a  separate  state. 
In  tbe  Satara  Treaty  the  engagement  is  throughout  for  the  Raja  ^^  his  heirs  and 
successors.''  In  the  Subsidiary  Treaty  of  Seringapatam  the  Maharaja  of  Mysore 
alone  is  mentioned,  und  the  treaty  is  clearly  a  personal  treaty  of  no  effect  beyond 
the  single  life  of  the  Maharaja* 
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11.  The  question  of  a  native  ruler's  right  to  adopt  a  successor  has  not  much 
bearing  on  the  case  of  Mysore ;  but  we  may  mention  that  we  intend  to  lay  our 
views  on  the  subject  before  your  Lordship  in  a  separate  Despatch. 

We  have,  &c., 
(signed)         Jokn  Lawrence. 
W.  R.  Mansfield. 
H.  S.  Maine. 
W.  Grey. 
G.  N.  Taylor. 
W.  N.  Massey. 
H.  M.  Durand. 


From  Sir  George  Yule,  c.  b.  and  k.  c.  s.  i.,  Resident  at  Hyderabad,  to  the 
Secretary  to  the  Government  of  India,  Foreign  Department,  Fort  William 
(No.  18) ;  dated  14  November  1866. 

I  HAVE  the  honour  to  forward  herewith  copy  of  a  letter  of  the  27th  October 
last,  addressed  to  me  by  the  minister  of  his  Highness  the  Nizam,  and  which  he 
desires  me  to  submit  for  his  Excellency  the  Governor  General's  consideration. 

2.  The  minister's  object  in  this  letter  is  the  restoration  of  the  assigned  districts. 
He  briefly  reviews  the  treaties  of  1853  and  1860,  by  which  the  districts  in 
question  were  assigned  to  the  British  Government  for  the  payment  of  the  con- 
tingent and  other  specified  expenses,  and  he  puts  forth  the  non-payment  of  the 
surplus  revenues  of  the  said  districts  to  his  Highness,  which  the  treaty  provided 
should  be  paid,  and  his  own  want  of  funds  to  carry  out  improvements  in  his 
Highness's  administration,  as  the  reasons  inducing  him  to  propose  restoration, 
provided  satisfactory  arrangements  can  be  made  for  the  payment  of  the  contin- 
gent and  other  treaty  expenses.  It  is  clear,  then,  the  minister  would  not  hav« 
made  this  proposal,  however  desirous  he  might  be  of  the  restoration,  unless  he 
was  able  to  suggest  an  arrangement  which  he  considered  satisfactory,  and  if  his 
arrangement  fails,  his  proposal  falls  to  the  ground.  I  will,  therefore,  review  his 
arrangement,  before  considering  his  reasons  for  desiring  the  restoration. 


3.  Briefly,  then,  he  claims  from  the  British  Government  :— 

let.  Half  the  revenue  of  Mysore      -        -        -        - 
2nd.        Ditto    -        -     Goomsoor  -        -        -        -        - 
3rd.  The  revenue  of  Eumool,  less  the  peshcush,  or  tribute 

Total    -    -    -  U*. 


Es. 

41,50,000 

1,50,000 

17,00,000 


60,00,000 


And  he  proposes  to  give  up  these  claims  in  return  for  the  restoration  of  the 
assigned  districts. 

4.  With  reference  to  the  claim  on  Mysore,  it  is  unnecessary  for  me  to  offer 
any  observations,  as  the  subject  does  not  lie  within  the  sphere  of  discussion 
proper  to  my  office. 

6.  The  claim  to  half  the  revenue  of  Goomsoor  is  based  upon  the  fact  that  his 
Highness's  troops  (part  of  the  Nizam's  contingent,  as  it  was  then  called)  took 
part  in  the  conquest,  and  that  consequently,  by  the  3rd  of  the  separate  and 
secret  Articles  of  the  Treaty  of  1800,  the  Nizmn  is  entitJed  to  one-half  of  the 
conquered  territory ;  but  this  seems  to  me  a  perverted  application  of  the  Article 
in  question.  The  treaty  to  which  it  is  attached  was  one  of  a  general  defensive 
alliance  between  the  contracting  parties,  with  a  view  to  the  efiectual  preservation 
of  peace  and  tranquillity  for  the  complete  and  reciprocal  protection  of  their  re- 
spective territories  against  the  unprovoked  aggressions  or  unjust  encroachments 
of  any  enemies,  and  the  Nizam  bound  himself,  in  case  of  war  between  either  of 
the  contracting  parties  and  any  other  power,  to  assist  at  once  with  12,000  infantry, 
10,000  horse,  and  the  requisite  artillery,  and  subsequently  to  bring  into  the 
field  the  whole  force  which  his  dominions  could  supply.  The  3rd  Article  itself 
provides,  that  only  in  case  of  unjust  and  unprovoked  aggression,  and  after  the 
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pMtiM  pMcMA  to  boitililais*  It  it  dmm  iron  ftb&  •aqprttssioMt  i  iunre  qwted, 
and  from  the  i\'teie  tesour  of  dK  tneaAjr,  tibat  ifc  was  ndteMhd  to  pnwMe  tiul  gnnl 
against  external  aggression  by  a  power  more  or  less  dangerous  to  either  party  or 
to  both.  It  wM  never  mtended  to  apply  to  the  case  of  a  small  disturbed  tract 
in  British  territoryvin  reifucing  which  to  order  and  subjection  the  Nizam,  as  a 
frieird  sad  fbr  convenience  sake,  and  not  under  the  provisions  of  any  treaty  what- 
%  ever,  lent  us  die  aid  of  a  few  troops. 

6.  A#  re|^d¥  the  Kurnool  claim,  the  minister  argues  that,  by  the  treaty  of 
1800,  the  pashcusk,^  or  tribute  only  of  the  Kurnool  jagheer  was  ceded  to  us,  and 
not  tlk^  reveauM  of  the  jagheer  itself,  which  remained  the  property  of  the  Nawab 
of  Kurnool,  a  feudatory  of  the  Nizam,  and  aathe  Nawab  being  ousted  the  jagheer 
should  have  reverted  to  the  Nizam,  whose  sei^norial  rights  were  never  ceded. 
He  quotes  also  the  6th  Article  of  the  Treaty  which  ceded  Adoni,  with  whatever 
Utn\it^  may  be  in  Ae  poaaessioa  oi,  or  dependent  oiiy  fiis  Higboeaa  soNitii 
c4  tfheljoonibwirab,  os  soiitk  of  the  Kistuh^  ftelow  its  juoetioa  with  the  first  meft- 
tioned  river,  and  he  says  that  this  Article. appied  to  kta  HighaosVs  poasesaienis 
at  the  time  only,  and  not  to  any  reversionary  rights  within  the  line  mentioned. 

7.  The  utter  groi^Bdlesfness  oS  tihia  claim  is  at.  once  seen  on  reG^ring  to  the 
Partition  Treaty  of  Myswe^  No.  9,  of  Aitcbison^s  Hyderabad  Treaties,  and  to  the 
one  following  it,  No.  10.  In  No.  9,  Schedule  B.,  is  given  the  Nizam's  share  of 
the  countries  conquered  from  Tippoo  Sultan,  and  in  the  list  we  find  Kurnool 
peshcnsh  amounting  to  68,666  pagodas.  This  treaty  was  settled  in  June  1^99. 
In  the  treaty  of  the  following  vear  with  the  Nizam^  he  assigned  and  ceded  fn  per- 
petuity all  the  territories  acquired  by  him  under  the  treaties  of  1792  and  of  June 
1799^  and  the  fist  attached  to  the  treaty  specifies,  among  the  talooks  acquired  by 
the  1799  treaty  and  thus  ceded,  the  kurnool  peshcush  of  66,669  pagodas. 
Whatever  rights,  then,  the  Nizam  acquired  over  Kumod  by  the  first  treaty  be 
ceded  by  the  second ;  nothing  was  reserved.  And,  as  if  to  feave  no  doubt  what- 
ever on  the  point,  the  6th  Article  of  the  treaty  of  1800  expressly  declares  that 
the  Nizam  cedes  whatever  other  territory  #  ♦  #  ^as  dependent  on  his 
government  south  of  the  Toombudrah  or  south  of  the  Kistnah  below  the  junction 
of  the  two  rivers.  Kurnool  is  in  the  position  thus  described,  so  that,  even  if  it 
had  not  been  specifically  mentioned  otherwise,  its  cession  would  have  been  ensured 
by  this  article. 

8.  I  shall  now  return  to  the  grounds  assigned  by  the  minister  for  desiring  the 
restoration  of  the  assigned  districts. 

There  is  no  doubt  that  his  Highness  was  unwilling  to  assign  any  land  what- 
ever, but  he  saw  that  the  British  Governmeni  would  noi  undertake  the  payment 
of  the  Contingent  without  the  assignment  of  territory  yielding  sufficient  revenue 
to  cover  the  above  charge,  with  the  expenses  of  management,  &c.  Previous  ex- 
perience of  bis  Highness's  inability  to  advance  the  necessary  sums,  or  to  repay 
them  when  advanced  by  the  British  Government,  forced  this  determination  upon 
the  latter,  and  his  Highness  seeing  this  yielded.  His  Highness  was  resolved  that 
the  Contingent  should  be  kept  up ;  he  knew  this  could  be  done  only  by  the 
British  Government,  and  as  the  British  Grovernment  was  equally  resolvea  not 
to  take  the  payment  on  its  shoulders  without  a  material  guarantee,  the  Nizam 
gave  in.  He  was  unwilling  to  assign  the  districts,  but  he  was  still  more  anwiUiqg 
to  give  up  the  Contingent,  or  take  it  from  British  management  ♦ 

9.  2ndly.  As  regards  non-payment  of  the  surplus  revenues  agreed  by  the 
treaty  to  be  paid  to  his  Highness,  it  might  be  sufficient  to  say  that  in  the  Reso- 

T  ^o  ^h^^Ssflfi^  lutton*  of  his  Excellency  upon  the  mode  of  keeping  the  Berar  accounts,  orders 
8  oto  er  .  j^^^.^  1^^^^  given  for  the  payment  of  tim  surplus,  amounting  probably  to  ten  lakhs 
or  upwards  at  the  close  of  the  year.  When  it  is  recollected  that  the  Berar 
accounts  for  any  one  year  couW  not  be  made  up  until  accounts  had  been  re- 
ceived from  all  the  administrations  and  departments  with  which  Berar  had 
dealings  either  on  its  own  account  or  on  account  of  the  Contingent,  it  is  evident 
that  some  delay  in  ascertaining  the  amount  of  surplus,  if  any  existed,  must 
necessarily  occur  even  undef  the  new  system  of  account. 

10.  Moreover,  the  administration  of  Betor  was  at  first  conducted  on  a  very 
inexpensive  scale — few  officers,  no  roads,  no  buildings.  Great  reform  was  neces- 
sary 
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8wy  ofi  all  imvki,  Imt  it  <mM  onljr  te  mttM  mat^nAmOftm  <teM«U%iif 
the  icycaoe  and  ito  peogUBsmae  iniiww  kecune  ttBumd.  Tbe  ttwae  :hw 
wjr  ]Erea%  iskonand,  ^nhi  ft2  lakfat  to  iM,  tfid  «  Ihh  «be  etifeudkmm^  but  mrf; 
flo  ^kUf ,  md  lianw  tiio  aarphw^  bot  die  tmo  ate  wow  prrttf  efoad.  Uadw 
tbese  ciicitfDvlmiites,  with  a  fevame  raised  iditwdj  from  tfae  eoktntton,  with  (te 
{ttDspwot  of  gpedily  kioreased  ezpeaditare  ia  <he  civil  adaaia'Hitffatkin,  and  the  pom- 
bilky  of  raoh  any  dwf  in  the  Coatiiigent,  i  tksmk  it  would  have  been  iinaafe  to  pay 
ever  to  the  Nizmq  aay  estimated  aitt^s  at  an  earlier  period  than  hat  now  beem 
directed  by  big  ICxeelkncy*  It  ra  sate  to  do  ao  now,  still,  howeron  retdnio^  a 
margin  iu  case  of  accidents,  because  wt  have  seen  fromexpeiienoe  of  tbe^ayeaKS 
which  have  lapsed  moce  the  treaty  was  made,  that  there  is  a  remarkabie  degree 
of  stability  in  the  revenue,  that  it  steadily  every  year  increases,  and  the  cnevmou^ 
pnces  of  cotton  and  grain  have  enriched  the  ryote  to  an  extent  which  ooald  be 
affected  only  by  a  series  of  bad  ysars. 

11.  The  second  reason  of  the  minister  for  the  restoration  is  his  want  pf  funds 
to  carry  out  reforms  in  his  Highnesses  dominions  under  his  charge. 

Now  there  can,  I  venture  to  think,  be  no  doubt  of  Salar  Jung's  iavm^ns^ 
superiority  over  his  predecessors,  of  his  earnest  desire  to  improve  the  admin is- 
iration  and  the  country,  and  of  his  honest  endeavours  to  do  so.  But  his  desire 
for  improvement,  his  perception  of  what  should  be  done,  and  his  capacity  to  do  it, 
are  not  shared  by  his  master,  or  by  any  other  officer  or  noble  in  the  State ;  his 
successor  might  be  Utile  bttter  thaa  those  who  went  before  him^  and  it  would  be 
unwise,  merely  because  he  is  a  good  minister  upon  whom  dependence  can  be 
placed,  to  restore  Berar  with  the  probability  of  having  to  do  over  again,  in  the 
event  of  any  accident  to  him,  that  which  Txas  already  been  done. 

12.  The  assignment  of  Hem  wae  rendered  necessary  by  the  fiulwes  of  his 
predecessors  lo  pay  ti»e  Contingent^ — lailuves  which  eaosed  oonstast  and  most 
disagreeable  rdattouBB  bet^veen  the  Governments  ;  the  arrangement  was  broagfat 
about  only  a  few  years  ago  with  great  diffieulty,  aad  it  would  be  unreasonable  to 
set  it  aside  now,  beca«jse  there  happened  to  be  for  the  time  a  atiniator  superior 
to  his  predeces*«ocs ;  and  as  mgairds  Salar  Jung  faiaosalf,  thousjih  be  has  greatly 
economised  the  Srafe  eK|>€»diture,  still  viery  much  now  remains  to  be  d<»ie.  A. 
very  large  portion  of  the  revenues  of  his  Highness's  dominions  are  still  misapplied, 
and  thoi^gh  tbe  minister  savs  that  the  evil  is  of  long  standing,  and  canon  ly  be 
gratluaWy  ami  slowly  remedied,  still  so  long  as  it  is  unremedied,  the  want  of  funds 
cannot  be  assigned  as  a  vah'd  reason  for  the  restoration  of  Berar. 

1 3.  There  is  a  point  of  minor  importanoe  »entionod  by  tJae  miaister.  which,  per- 
haps, I  shouJd  notice*  i  t  is  the  statement  r^gardingGeiiersd  Low'g  assurance  that  the 
assignment  would  be  tlkeaanie  thing  as  givij^g  the  districts  incharge  to  a  jemadar, 
meaning  thereby  that  the  cost  of  adminiatration  would  be  but  trifling.  I  can 
£nd  nothing  ou  record  ^n  this  ^head,  and  I  is^agina  that  if  Genemi  Low  did 
express  himself  to  the  effect  atatod^  be  did  not  refer  to  the  mode  or  expense  of 
administration,  but  to  the  nature  of  the  measure  by  wh^'ch  the  dirtricts  were  put 
into  British  charge,  viz.,  that  they  were  assigned  in  trust  for  certain  purposes  as 
viUageB  are  asngned  to  iadividuHls  for  payment  of  trvj<»ps,  temples,  &c. 


From  Satar  Jun^y  Minister  of  his  Highness  the  Nizam,  to  Sir  George  Yule, 
c.B.  and  K.c.s.i.,  Resident  at  Hyderabad.— (No.  18);  dated  Hvderal)ad. 
27  October  1866. 

My  dear  Bir  Gewcgt  Yiale, 
I  AM  f&rj  rdnctemt  to  trooble  yoa.  and  the  Oovemment  of  India  with  this 
letter,  but  eireutnafcaaoes  aad  tbe  nepeated  iaqniries  of  his  HigbnesB  the  Nizam 
OB  the  adbjec^  nender  it  neoessao^y  for  me  to  do  ao. 

2.  You  are  aware  from  the  correspondence  on  record  in  your  office  of  the 
great  difficulty  with  which  his  Highness  the  labs  Nizam  was  persuaded  to 
asai^n  Berar  to  tbe  British  Government  in  1653.  The  Brttisli  Groveromeot,  in 
tbe  first  in^^taace,  desired  tlie  diatructs  should  be  ceded  in  perpietuity,  to  which 
bis  Highness  would  not  consent,  and  it  was  oaly  to  preveot  the  unpleasantneaa 

29.  A  4  inseparable 
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inseparable  from  pecuoiary  transactions  between  two  Governments^  and  the  assur* 
ances  of  General  Low  that  the  assignment  would  be  just  the  same  thing  as 
giving  districts  into  the  charge  of  Arab  or  other  jamadars,  that  his  Highness 
was  prevailed  npon  to  aceede  to  the  measure,  expecting  that  he  would  derive 
considerable  benefit  by  it.  Accordingly,  the  terms  of  the  treaty  required  ac- 
counts to  be  famished  yearly,  and  the  surplus  to  be  paid  to  his  Highness ;  but 
it  is  well  known  that  neither  of  these  conditions  was  fulfilled.  In  consequence 
of  this,  the  Circar  applied  to  the  British  Government  for  the  restoration  of  dis- 
tricts held  in  excess  of  the  amount  required  by  treaty,  as  well  as  the  accounts 
and  surplus  which  may  have  accumulated  during  this  period.  The  districts  of 
Baichoor,  &c.,  were  restored,  but  no  surplus  was  paid,  nor  any  accounts  rendered; 
but,  as  the  British  Government  gave  up  the  claim  of  50  lakhs  against  the  Nizam, 
his  Highness  could  not  with  propriety  press  the  demand,  and  therefore  acceded 
to  the  supplemental  treaty  of  1860,  which  dispensed  with  the  accounts  altogether 
for  the  "  past,  present,  or  future/*  but  rendered  it  obligatory  on  the  British 
authorities  to  pay  the  surplus  thereafter  to  his  Highness,  expecting  that  thence- 
forward, at  least,  the  surplus  would  be  paid  to  him  regularly.  In  this  expecta- 
tion, likewise,  the  Circar  has  been  disappointed  up  to  this  time,  although  six 
years  have  elapsed,  and  his  Highness  has  not  received  a  rupee  of  the  surplus  yet : 
and,  if  anything  is  paid  hereafter,  it  can  only  be  a  small  sum,  considering  our 
expectations  and  the  very  great  expenditure  allowed  in  Berar.  I  have  no  official 
data  on  which  to  speak,  but  I  understand  the  revenues  of  the  assigned  districts 
have  amounted  to  about  50  lakhs,  27  of  which  being  appropriated  to  the  purposes 
of  the  treaty,  the  remaining  23  lakhs  are  absorbed  in  administrative  establish- 
ments, public  works,  &c. ;  thus  the  latter  expenditure  is  nearly  8  annas  on  the 
rupee,  about  four  times  as  much  as  was  incurred  on  this  account  under  our  direct 
management.  Berar  is  one  of  the  most  productive  portions  of  his  Highnesses 
dominions,  and  the  surplus  revenues  it  is  capable  of  yielding  ought  to  be  shared 
in  by  the  less  fortunate  divisions  of  the  country,  and  not  appropriated  ex- 
clusively for  the  benefit  of  Berar  itself.  This  is  more  particularly  felt  at  the 
present  time,  when  the  scarcity  of  corn  presses  so  heavily  on  the  people,  and  the 
urgent  need  of  works  of  irrigation,  &c.,  to  extend  cultivation  is  so  manifest ;  and 
you  are  aware  that  these  works  are  much  more  needed  here  than  in  Berar. 

3.  This  Government  has  not  the  means  of  carrying  out  many  administrative 
reforms,  as  you  know.  The  civil  establishments  are  very  much  underpaid,  and^ 
to  make  them  efficient,  liberal  salaries  must  be  offered  to  attract  men  of  ability 
and  character.  The  police  department  also  requires  considerable  outlay  towards 
its  efficiency,  and  in  public  works,  such  as  cutcherries,  works  of  irrigation,  &c., 
not  only  are  new  works  imperatively  called  for,  but  old  ones  stand  much  in  need 
of  repairs ;  and,  to  meet  all  these  demands,  considerable  sums  of  money  are  re« 
quired,  which  this  Government,  in  its  present  financial  state,  cannot  afford.  Al- 
though the  credit  of  this  Government  is  pretty  good  with  the  capitalists  of  the 
country,  as  compared  with  former  administrations,  yet  it  cannot  raise  loans  to 
be  repaid  at  pleasure,  as  the  British  Government  can  do, 

4.  Under  the  circumstances  above  stated,  it  is  but  natural  that  his  Highness 
should  seek  to  have  Berar  restored  to  him,  which  has  indeed  been  his  desire  all 
along,  if  satisfactory  arrangements  can  be  made  for  the  payment  of  the  Con- 
tingent, &c. 

5.  That  such  arrangements  are  practicable  I  beg  leave  now  to  submit,  trusting 
my  representations  will  meet  with  the  same  kind  and  liberal  consideration  from 
the  British  Government  which  this  Circar  has  always  experienced. 

6.  The  British  Government  has  announced  its  resolution  to  annex  the  Mysore 
territory  on  the  death  of  the  present  aged  Rajah.  In  this  case  his  Highness  the 
Nizam  will,  of  course,  under  existing  treaties,  receive  the  sBare  that  falls  to  him 
as  the  ally  of  the  East  India  Company  in  the  conquest  of  that  country,  in  the 
same  manner  as  the  rest  of  the  conquered  territory  was  divided  under  the  treaty 
of  1799. 

7.  It  was  the  policy  of  th^  British  Government  to  cede  a  portion  of  the  con- 
quered country  to  the  Rsgah  ;  had  it  been  otherwise,  there  can  be  no  question 
that  the  present  province  of  Mysore  would  have  been  included  in  the  division 
made  between  the  British  Government  and  his  Highness  the  Nizam.     This  is 

supported 
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supported  by  the  opinion  of  Lord  Wellesley  himself,  who,  referring  to  the  5th 
Article  of  the  Subsidiary  Treaty  of  Mysore,  1799,  declared  that,  if  the  Hajah 
deemed  it  objectionable,  **  he  saw  110  alternative  but  that  of  dividing  the  whole 
territory  between  the  allies." 

8.  Article  8th  of  the  Partition  Treaty  of  1799  provides,  in  the  event  of  the 
Peishwa  refusing  to  accede  to  this  treaty,  &c.,  that  the  right  of  sovereignty  of 
the  several  districts  reserved  for  eventual  cession  to  the  Peishwa  shall  rest  jointly 
in  the  East  India  Company  and  the  Nizam ;  and  Article  2  of  the  separate  Ar- 
ticles stipulated  that  two-thirds  of  the  share  thus  secured  shall  fall  to  his  High- 
ness, and  accordingly  two-thirds  of  the  districts  were  made  over  to  his  Highness. 
In  like  manner,  on  the  lapse  of  the  Mysore  territory,  the  Nizam's  right  to  share 
it  jointly  uith  the  British  Government  cannot  justly  be  questioned.  The  5th 
Article  of  the  Partition  Treaty  declares  that  the  cession  of  Mysore  was  the  act  of 
his  Highness  the  Nizam  as  well  as  the  British  Government,  mutually  and 
severally.  On  its  lapse,  (jherefore,  the  appropriation  of  the  territory  should  be 
with  the  consent  of  the  Nizam.  The  1st  and  2nd  Articles  of  it  give  to  the  East 
India  Company  and  the  Nizam  shares  of  territory  equal  in  value,  and  the  Treaty 
shows  the  acknowledged  rights  of  each  party.  His  Highness  the  Nizam  himself 
observed  to  me  in  conversation  that  treaties  are  very  solemn  engagements,  and  no 
change  of  circumstances  of  the  contracting  parties  can  weaken,  much  less  cancel, 
their  obligations,  except  by  mutual  consent. 

9.  The  claims  of  the  British  Government  on  the  Rajah  by  the  Mysore  Treaty 
were  contingent  on  the  non-fulfilment  of  certain  conditions.  The  penalty  in- 
volved in  the  infringement  of  these  conditions  was  not  incurred,  and  the  lapse  of 
the  Mysore  territory  arises  only  and  exclusively  from  the  want  of  an  heir,  or  the 
refusal  of  the  Briti^  Government  to  permit  the  Rajah  to  adopt  one.  In  the  case 
of  a  lapse,  therefore,  the  country  reverts  to  its  original  condition  before  the  cession 
was  made  to  the  Rajah,  and  under  this  condition  his  Highness  the  Nizam  has  a 
clear  right  to  share  in  the  division  of  the  country. 

10.  By  the  3rd  Article  of  the  separate  and  secret  Articles  of  the  Treaty  of 
perpetual  andgeneral  defensive  alliance  of  1800  it  is  stipulated  that  the  Nizam 
^*  shall  be  entitled  to  participate,  equally  with  the  other  contracting  parties,  in 
the  division  of  every  territory  which  may  be  acquired  by  the  successful  exertion  of 
their  united  arras,"  &c. ;  and  this  treaty  is  confirmed  by  every  successive  treaty 
between  the  British  Government  and  his  Highness  the  Nizam.  In  accordance 
with  this  provision  the  Nizam  received,  in  1804,  the  cession  of  the  territories 
conquered  from  the  Rajah  of  Berar  and  Scindiah  ;  and  in  1822  his  Highness  re- 
ceived a  further  accession  of  territc^y,  after  the  overthrow  of  the  Peishwa. 

11.  His  Highness  the  Nizam's  troops  have  since  taken  part,  more  or  less,  in 
almost  every  campaign  in  which  the  British  troops  have  been  engaged  in  Southern 
India.  They  were  actively  engaged  in  Goomsoor,  Kurnool,  and  throughout  the 
mutinies  in  Central  India,  and  assisted  in  the  acquisition  of  territory  forming  now 
portions  of  British  India;  consequently,  his  Highness  is  entitled  to  an  equal  share 
in  any  territory  so  acquired ;  of  course,  I  do  not  refer  to  territory  belonging 
entirely  to  the  British  which  was  in  a  state  of  revolt,  but  only  to  such  States  the 
revenues  of  which  did  not  belong  to  the  British  Government,  but  to  the  native 
rulers,  and  which,  by  conquest,  have  been  added  to  the  revenue  of  British  India. 
Of  the  latter  description,  to  say  nothing  of  other  petty  States,  are  the  countries 
of  Goomsoor  and  KurnooL  His  Highness  the  Nixam  ha^  a  fair  claim  to  half 
the  revenue  realized  from  Goomsoor,  which,  at  the  lowest  calculation,  will  be 
about  1,50,000  rupees  yearly. 

12.  By  the  Treaty  of  1800  the  peshcush  only  of  Kurnool  was  ceded,  not  the 
revenues  of  the  entire  district,  which  remained  in  the  possession  of  the  Nawab 
of  Kurnool,  a  feudatory  of  the  Nizam  ;  and  on  the  conquest  of  that  country  it 
should  have  become  the  property  of  tlie  Nizam,  whose  seigniorial  rights  were 
never  ceded.  By  the  6th  Article  of  the  Treaty  of  1800,  in  making  an  exchange 
of  certain  districts,  his  Highness  ceded  to  the  Honourable  Company  **  the  dis- 
trict of  Adoni,  together  with  whatever  territory  his  Highness  may  be  possessed 
of,  or  is  dq^ndent  on  his  Highness's  Government,  to  the  south  of  the  Toom- 
b^drah,  &c/'  This  applied  only  to  his  Highnesses  possessions  at  that  time,  and 
did  not  inoliidd  his   Highnesses  revessioniary  rights  to  any  property  situated 

^29«  B  within 
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within  that  boundary,     f  therefore  submit  that  his  Highness's  claim  to  the 
revenue  of  Kurnool  is  a  jnst  and  valid  one.     This  revenue^  less  the  peshcash, 

would  be  about -     Rs.  17,00,000 

AddGoomsoor         ..--.-  1,50,000 


ToTAi.    "    -    -    iJ^.  18,50,000 
Revenue  of  Mysore,  say  83,00,000  rupees,  the  half  41^0,000 

Total    -    -     -    J2*.  60,00,000 

making  a  total  of  60  lakhs  of  rupees  at  the  lowest  computation. 

13.  I  beg  leave  to  submit  that^  with  reference  to  these  just  and  equitable 
claims,  arrangements  should  be  made  for  the  restoration  of  the  assigned  dis- 
tricts to  his  Highness  the  Nizam. 

14.  As  the  lapse  of  the  Mysore  State  will  be  a  work  of  time,  I  would  cubmit 
^^t  the  claims  in  regard  to  Goomsoor  and  Kurnool,  amounting  to  18,50,009 
rupees,  should  be  taken  as  part  of  the  sum  required  for  the  payment  of  ^  Con- 
tingent, &C*,  and  the  most  satis&ctory  guarantee  accepted  for  tlie  bsdance  of 
8^d0/MK)  rupees 

15.  You  may,  perhaps,  think  that  the  above  claims  in  regard  to  Kurnool  and 
Goomsoor  should  have  been  made  at  an  earlier  dale.  1  do  not  know  whether 
the  late  Nizam  ever  gave  Rajah  Chundoolall  any  directicms  on  the  subject,  bnt 
I  know  that  his  Highness  often  referred  to  his  daim  to  Kurnool,  in  conversa^ 
tion  with  my  unde ;  and,  though  I  have  no  documentary  evidence  on  the  point, 
my  impression  is  that  his  Highness  himself  mentioned  these  claims  to  General 
Fraser,  but  I  am  certain  that  my  uncle  did  so  to  that  genileiman.  The  state  of 
affairs  at  that  time  was  so  embarrassing  and  complicated  that,  w  &ir  from  bring- 
ing forwai^  such  claims,  it  was  as  raudi  as  we  could  do  to  keep  our  own« 

16.  As  the  British  Government  is  now  disposed  to  do  strict  justice  to  Indian 
rulers,  and  to  carry  out  the  spirit  of  Her  Majesty's  gracious  Proclamatiou,  the 
apprehension  that  ddms  of  this  nature  would  create  annoyance  and  displeasure 
has  been  dissipated,  and  I  am  emboldened  to  bring  forward  these  just  claims, 
feeling  assured  that  a  generous  consideration  will  be  given  them  by  his  Ex- 
cellency the  Viceroy,  and  the  districts  will  be  restOFed  to  his  Highnessu 

17.  It  may  possibly  be  objected  that  the  restoration  of  Berar  to  the  Nizam 
would  bring  back  the  former  misrule  and  disorder ;  but  you  may  have  observed 
that  this  hOT  not  been  the  case  with  regard  to  the  restored  districts  of  Rai- 
choor,  Dharaseo,  &c.,  in  which  the  system  of  administration  under  the  British 
Government  is  continued  in  all  its  main  features;  and  not  only  so,  but  the 
same  system  is  being  introduced  into  all  tlie  other  districts  under  this  circar. 
In  respect  to  Berar,  also,  there  would  be  little  or  no  change  in  the  system 
pursued,  and  the  native  officials,  trained  to  the  work  under  Britisli  officers, 
would  be  either  continued  or  sent  into  other  districts  to  carry  i6ut  the  same  system 
ofadministration* 

18.  I  have  received  many  kindnesses  from  the  British  Government,  for  which 
I  feel  a  sincere  attaoinneBt,  and  dedre  its  welfare  quite  as  much  as  I  do  tliat  of 
my  own  Government ;  but  his  Excellency  will  perceive  that  it  is  only  an  act  of 
jostice  for  which  i  am  mow  pleading,  and  I  an  sun  the  well-lcQown  generosity 
and  sense  of  jostice  of  his  Excellency  will  pardon  this  intrusion  on  iiis  time 
and  attention. 


(Rsmgn  Departments— Political.  ^No.  146.) 

FVam  J.  TT.  &  W^iUe,  Beq.,  Officiating  Secrrtary  to  Gbvermnent  of  India, 

to  the  BeeideBt,  Hj^rabad. 

tSir,  •  Fwt  ^ilfiam,  13  FM»ruiay  1«C7. 

I  AM  directed  to  ttekttowledgeliie  reeer]^  of  yoor  leU«r,  No.  1^  dated  14th 
November  lent,  ftrwarAing,  for  the  tM^idenution  of  the  GDWrament  of  India,  a 
comHMBtcdti#n  uMr^Med  «o  you  by  Ae  NieamVi  Ministar,  Sir  flalar  Img^Baluh 

d«r. 
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door,  k.c.8.Im  in  which  he  advances  proposHioDs  for  the  restoration  to  the 
Niscam's  Governnient  of  those  tracts  in  Berar,  which,  under  the  designation  of 
the  Assigned  Districts,  are  at  present  held  by  the  British  GoTemment  in  trust  for 
the  payment  of  the  Hyderabad  Contingent,  and  the  other  charges  specified  in 
Article  6, of  the  Treaty  of  I860. 

2.  The  Minister  alleges  that,  under  the  third  of  the  separate  and  secret  articles 
appertaining  to  the  Treaty  of  1800,  the  Nizam  has  a  perpetual  right  to  divide 
equally  with  the  British  Government,  any  territory  which  may  be  acquired  by 
the  united  arms  of  both  powers,  and  that,  in  virtue  of  this  right,  his  Highness 
holds  an  unsatisfied  claim  against  tlie  British  Government,  on  account  of  the 
joint  conquest  of  Goomsoor,  amounting  to  1 4  lakhs  of  rupees  per  annum.  Sir 
Salar  Jung  further  asserts,  that  the  rights  in  Kurnool,  which  the  Nizam  ceded  to 
the  British  Government  by  the  Treaty  of  1800  comprised  nothing  more  than  the 
peshcush ;  that,  therefore,  when  Kurnool  was  conquered  by  the  joint  efforts  of  the 
two  Governments,  the  whole  revenues  of  the  district,  excepting  the  peshcush, 
should  by  rights,  have  lapsed  (o  the  Hyderabad  Durbar ;  and  that  compensation 
on  this  account  is  now  payable  to  the  Durbar  at  the  rate  of  17  lakhs  per  annum. 
Lastly,  the  Minister  delares  that,  according  to  the  Partition  Treaty  of  1799,  the 
Hyderabad  Durbar  is  entitled  to  an  equal  share  with  the  British  Government  in 
the  anticipated  lapse  of  the  Mysore  State,  and  that  the  British  Government  must 
consequently  be  prepared,  in  carrying  out  the  annexation,  tg  indemnify  the 
Durbar  to  the  extent  of  half  the  revenues  of  Mysore,  or  41^  lakhs  per  annum. 
Hence  the  total  demand  built  up  by  Sir  Salar  Jung  against  the  British  Govern- 
ment reaches  an  annual  sum  of  60  lakhs ;  and,  as  a  mode  of  clearance,  he  proposes 
that  the  assigned  districts  of  Berar,  which  are  estimated  to  yield  annually 
82  lakhs,  should  be  restored  to  the  Nizam. 

3.  T\ie  Minister  characterises  these  claims  as  "just  and  equitable."  He  states^ 
that  the  apprehension  which  he  might  have  felt  lest  claims  of  this  nature  should 
create  annoyance  and  displeasure,  has  been  dissipated  by  a  conviction  that  "the 
British  Government  is  now  disposed  to  do  strict  justice  to  Indian  rulers,  and  to 
carry  out  the  spirit  of  Her  Majesty*s  gracious  proclamation."  He  is  therefore 
**  emboldened  to  bring  fcwrward  these  just  claims,  feeling  assured  that  a  generous 
eonsidercftion  will  be  given  them  by  his  Excellency  the  Viceroy.** 

4.  Sir  Salar  Jung,  I  am  instructed  to  observe,  would  have  done  well  to  avoid 
the  imputation  which  his  language  contains,  that  there  was  a  time  when  the 
British  Government  was  less  disposed  than  now  to  do  strict  justice  to  the  priuces 
and  chiefs  of  India.  The  Right  Honourable  the  Viceroy  cannot  admit  that  in 
this  respect  Her  Majesty's  proclanuttion  engrafted  any  novelty  upon  the  principles 
by  which  former  Governors  General  of  British  India' had  been  wont  to  shape 
their  policy.  It  was  their  duty  and  desire,  as  it  now  is  his,  to  deal  justly  with  all 
men,  and  he  emphatically  repudiates  the  compliment  offered  to  hit  Government 
at  the  expense  of  the  illustrious  statesmen,  his  predecessors. 

5.  Neither  can  the  Viceroy  allow  that  the  present  claims  of  the  Hyderabad 
Government  are  **  just  and  equitable.**  After  close  and  anxious  consideration  in 
Council,  such  as  was  due  no  les.^  to  the  gravity  of  the  subject  than  to  a  regard 
for  the  Nizam's  tried  loyalty  to  the  British  Crown,  the  conclusion  forced  upon 
his  Excellency  is,  that  these  claims  are  altogether  baseless,  and  unsupported  by 
a  shadow  of  a  right.  It  is  painful  to  the  Government  of  India  to  speak  in  harsh 
terms  of  any  application  from  a  native  State;  but  the  spirit  of  extravagant 
assertion  which  pervades  Sir  Salar  Jung's  letter,  unworthy  alike  of  his  princely 
master's  dignity  and  of  h^  own  reputation  for  enlightened  statesmanship,  leaves 
the  Governor  General  in  Council  no  alternative  but  to  require  that  the  futui^e 
communications  of  the  Hyderabad  Durbar  shall  be  framed  in  a  tone  more  serious 
and  circun^pect. 

6.  I  now  proceed,  under  the  instructions  of  his  Excellency  in  Council,  to  an 
examination  of  the  circumstances  which  are  said  to  have  given  the  Nizam 
rights  co-ordinate  with  those  of  the  British  Government  in  the  territories  of 
Goomsoor,  Kurnool,  and  Mysore  respectively.  ^ 

7.  The  campaign  iaOnomaoor  took  pkee  in  the  years^  I83&-865  and  the  ex- 
pedition against  Kvunieol  in  1839*  It  is  after  an  interval,  therefore,  of  80  yeofs 
Id  the  €iieea8e,aad  of  S7  years  in  the  otber^  that  the  Go^pernment  of  Indntisfor 
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♦  Letter  firom 
Colonel  Stewart, 
the  Resident  at 
Hrderabadi  to 
lln  Seiuretary 
Macnaghten. 


the  very  first  time  informed  of  its  having  incurred  debts  to  the  Nizam.  Even, 
therefore,  if  ihe  alleged  debts  had  originally  been  substantive,  the  protracted 
silence  of  the  creditor  would  still  remain  inexplicable. 

8.  But  the  Governor  General  in  Council  cannot  admit  that  any  obligatioa 
ever  existed  in  either  case. 

9.  The  district  of  Goomsoor  was  formerly  included  in  Chicacole,  one  of  the 
five  Northern  Circars,  and,  as  such,  it  formed  from  171 3  to  1752,  a  portion  of  the 
territory  governed  by  the  Nizam  under  authority  from  the  Emperor  of  Delhi. 
In  1752  the  French  obtained  possession  of  the  circars,  but  seven  ye^rs  afterwards 
they  were  expelled  by  the  English.  In  1765  the  conquests  of  the  latter  were 
confirmed  by  a  firmaun  from  the  Mogul  emperor,  dated  12th  August,  which  gave 
the  circars,  "  by  way  of  enam  or  free  gift,'*  to  the  East  India  Company.  Any 
rights  which  the  Nizam  may  have  had  separately  in  these  tracts  he  surrendered 
to  the  Company  by  a  sunnud  dated  12th  November  1766  ;  and,  by  Article  I.  of 
the  treaty  of  1768,  he  not  only  recognized  the  validity  of  the  Delhi  firmauu, 
but  he  *'  further  acknowledged  and  agreed"  that,  in  consideration  of  an  annual 
payment  of  seven  lakhs  of  rupees,  *^  the  said  Company  should  enjoy  and  hold  for 
ever  as  their  right  and  property  the  said  five  circars."  Subsequently,  in  1823, 
the  British  Government  redeemed  this  periodical  contribution  of  seven  lakhs  by 
a  single  equivalent  sum  in  ready  money.  The  last  vestige  of  the  Nizam's  con- 
nection with  the  Northern  Circars  having  thus  disappeareil,  it  is  manifest  that 
the  British  Government's  sovereignty  over  Goomsoor — a  century  old  in  practice 
— rests  upon  a  .title,  which,  at  any  rate  since  1823,  has  been  absolute  and 
unqualified,  and  which  the  Nizam  is  trebly  pledged  to  recognize. 

11.  The  campaign  of  1835-36  arose  out  of  the  misconduct  of  the  Zemindar  of 
Goomsoor,  who  fell  into  arrears  with  his  r^^iit,  and  became  otherwise  contumacious. 
HostiUties  commenced  in  September  1835,  and  were  continued  in  a  desultory 
fashion  during  the  following  year.  On  the  12th  August  1836,  the  forfeiture  of 
the  zemindaree,  which  had  already  been  provisionally  ordered,  was  declared  by 
a  Proclamation  of  the  Madras  Government  to  be  '*  absolute  and  complete." 
Two  months  afterwards,'  when  the  insurrection  was  verging  to  a  close,  the  Nizam 
was  invited  tt)  lend  the  British  Government  the  services  of  some  cavalry^  a  request 
to  which  he*  *^  cordially  assented."  One  hundred  sabres  of  the  Nizam's  Horse 
were  accordingly  marched  to  Berhampore.  Whether  this  detachment,  during 
its  brief  absence  beyond  Hyderabad  limits,  saw  any  active  service  is  doubtful ; 
the  records  of  the  Foreign  Office  favour  the  presumption  that  it  did  not. 

12.  The  plain  facts,  then,  of  the  Nizam*s  co-operation  in  Goomsoor  are,  as  - 
stated  by  you  in  the  5th  paragraph  of  the  letter  under  acknowledgment,  that  for 
the  purpose  of  reducing  to  order  a  small  disturbed  tract  in  British  territory,  "the 
Nizam,  as  a  friend  and  for  convenience  sake,  and  not  under  the  provisions  of 
any  treaty  whatever,  lent  us  the  aid  of  a  few  troops.**  Inasmuch,  however,  as  the 
Hyderabad  Durbar  pretends  that,  although  treaty  engagements  were  not  specifi- 
cally mentioned  at  the  time,  the  British  Government,  nevertheless,  could  not 
have  accepted  military  aid  without  becoming  necessarily  liable  to  resign  half  the 
revenues  of  the  confiscated  zemindaree  to  a  coadjutor,  it  becomes  necessary  to 
inquire  how  far  the  article  cited  by  Sir  Salar  Jung  may  be  really  applicable  to  the 
case. 

13.  Sir  Salar  Jung  is  correct  in  his  quotation  that  the  Nizam  *^  shall  be  entitled 
to  participate,  equally  with  the  other  contracting  parties,  in  the  division  of  every 
territory  that  may  be  acquired  by  the  successful  exertion  of  their  united  arms.** 
But  he  omits  to  give  the  important  condition  which  immediately  follows  this 
clause,  namely,  **  provided  his  Highness  the  Nawab  Ausuph  Jah  shall  have 
faithfully  fulfilled  all  the  stipulations  of  the  preceding  treaty,  especially  those 
contained  in  the  12tb  and  13th  Articles  thereof/*  Likewise,  he  takes  no  notice 
of  the  contingency  in  which  alone  this  right  was  to  take  eflfect,  namely,  ^^  in  the 
event  of  a  war  and  of  a  consequent  partition  of  conquests  between  the  contracting 
powers.**  Now  the  treaty  mentioned  as  the  "  preceding  Treaty,**  is  that  of  the 
12th  October  1800,  whichj  though  the  Nizam*s  earnest  solicitations  eventually 
gave  it  the  form  of  a  general  defensive  alliance  against  all  enemies,  had  been  in 
the  first  instance  intended  only  as  a  provision  against  the  expected  encroachment^^ 
of  one  particular  Power,  Dowlut  Rao  Scindia.     Hence  its  terms  are  drawn  up 
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with  reference  mainly  to  the  single  emergency  then  present.  The  "  other  con- 
tracting parties  "  are  the  Peshwa  and  the  Bhonsla,  both  of  whom,  it  was  hoped, 
would  have  joined  the  league.  The  real  purport  of  the  article  therefore  amounts 
to  this,  that  if  a  war  took  place,  especially  the  impending  war  with  Dowlut  Rao 
Scindia ;  and  if,  for  the  prosecution  of  the  war,  the  Nizam  furnished  a  force  of 
6,000  infantry  and  9,000  cavalry,  and  otherwise  put  forth  all  the  military 
resources  of  his  State  and  if,  at  the  conclusion  of  the  war,  it  was  possible  and 
expedient  to  have  a  partition  of  conquests,  then,  and  only  in  that  ease,  the  Nizam 
would  be  entitled  to  participate  equally  with  the  British  Government,  the 
Peshwa  and  the  Bhonsla  in  the  division  of  territory.  This,  it  must  be  acknow- 
ledged, is  a  very  different  thing  from  the  right,  unconditional  and  perpetual, 
now  arrogated  by  the  Hyderabad  Durbar,  to  share  equally  with  the  British 
Government  in  every  conquest  which  the  two  powers  may  at  any  time  jointly 
achieve* 

14.  Sir  Salar  Jung  asserts  that  the  right,  as  he  reads  it,  was  practically  con- 
ceded by  the  British  Government  in  1804  and  again  in  1822.  In  this,  I  am  to 
observe,  he  is  mistaken.  The  districts  wrested  from  Scindia  and  the  Rajah  of 
Berar,  which  the  Nizam  obtained  in  1804,  were  not  granted  on  the  ground  of 
the  Nizam's  right  to  participate  in  the  conquests  of  the  war.  On  the  contrary, 
Lord  WeUesley  (having  some  reason  to  be  disatisfied  with  the  manner  in  which 
the  Hyderabad  State  had  performed  its  duties  as  an  ally)*  caused  his  represen- 
tative to  inform  the  Durbar  in  plain  words  that  the  lands  were  assigned  *'  simply 
as  a  gratuitous  cession  on  the  part  of  the  British  Government  on  grounds  distinct 
from  any  question  of  a  right  to  participation  of  conquests."  In  like  manner,  in 
1822,  the  Nizam's  pretensions  to  an  equal  partition  were  again  ignored.  Lord 
Hastings  was  then  Governor  General,  ami  the  occasion  was  after  the  overthrow 
of  the  Peshwa.  In  fixing  the  advantages  assignable  to  the  Nizam,  Lord  Hastingst 
looked  to  two  principles  only,  the  extent  to  which  the  Nizam  was  justly  entitled 
to  benefit  by  reason  of  his  actual  services  in  the  campaign,  and  the  extent  to 
which  such  fair  earnings  might  be  enhanced  by  British  liberality  and  favour. 
The  article,  to  which  Sir  Salar  Jung  refers,  occupied  no  place  in  his  Lordship's 
deliberations,  and  in  no  way  affected,  the  settlement. 

15.  In  truth,  Sir  Salar  Jung's  argument  is  faulty  from  first  to  last.  His 
reasoning,  stated  in  the  simplest  form,  is  that  in  all  joint  conquests  the  Nizam 
is  entitled  to  share  equally  with  the  British  Government — that  Goomsoor  was 
such  a  conquest— and  that,  therefore,  the  Nizam  should  be  granted  half  its 
revenues.  But  it  has  above  been  demonstrated  that  the  Nizam  has  no  such  title, 
and  that,  even  if  he  had,  Goomsoor  was  not  a  joint  conquest.  It  follows  that  the 
Nizam's  demand  for  an  annual  payment  of  one  lakh  and  a  half  must  be  rfejected. 

16.  The  Governor  General  in  Council  remarks  that  300  men  of  the  3rd  Nizam's 
Cavalry  were  employed  at  Sholapore  in  February  1845,  and  that  a  considerable 
portion  of  the  Hyderabad  Contingent  saw  active  service  against  the  rebels  in 
1857.  Sir  Salar  Jung  makes  no  request  that  these  services  should  be  paid  fbr; 
but  were  he  to  demand  half  the  Sholapore  Zillah  and  halfthe  Bengal  Presidency, 
such  pretensions  could  hardly  be  more  preposterous  than  those  which  he  actually 
asserts  to  half  the  Zemindaree  of  Goomsoor. 

17-  Turning  now  to  Kurnool,  the  Governor  General  in  Council  observes  that 
the  history  of  that  chiefship  may  be  summarised  as  follows : — Originally  the 
Nawabs  of  Kurnool  were  feudatories  of  the  Nizam's  Government,  holding  the 
jaghire  on  payment  of  peshcush  to  their  sovereign.  About  the  year  1760  Hyder 
Ali  seized  the  country ;  and  the  peshcush,  which  up  to  that  time  had  been  payable 
at  Hyderabad,  was  diverted  to  Mysore.  Hyder  Ali  and  his  son,  Tippoo,  remained 
undisputed  lords  of  Kurnool  for  nearly  30  years.  After  the  war,  which  ended  in 
Tippoo's  ceding  half  his  dopninions  to  the  British  and  their  allies,  the  Nizam 
availed  himself  of  the  opportunity  of  his  rival's  weakness  to  revive  his  dormant 
claims  over  Kurnool.  But  these  efforts,  involving  as  they  did  an  infraction 
of  the  Treaty  of  Seringapatam,  were  persistently  discouraged  by  Lord  Com- 

wallis, 

•  Letter  to  the  Court  of  Directore,  dated  10  Judo  1804,  entered  as  No.  XXX.,  Vol.  IV^.  of  the 
Welleslej  Despatches. 

t  Mr.  Secretary  Adam's  letter  to  the  Resident,  dated  26  September  1818. 
29-  B3 
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wallis,  nJ  had  do  defioiie  result*  It  was  not  until  1799,  when  the  resolt  «f 
the  i^'coiid  war  witb  Tippoo  had  placed  all  Mysore  at  the  disposal  of  the  oob- 
qoerors,  that  the  Nixam's  anxiety  to  re -assert  soTcreignty  over  Kamool  had  anjr 
opportooity  of  being  gratified*  Lord  Mominetoo,  in  naking  a  partition  of  the 
conquered  territory,  inehide<l  the  p<^sbcosh  of  Kumool  in  tlie  share  reserred  ior 
the  Nizam*  Thi§  ammgement,  boMern,  was  only  of  a  yiear*s  dmation;  lor  hy 
Article  V*  of  the  Treaty  of  1800  the  Nizam  traasferred  this  some  pe^cnsh  to  the 
British  Government-  In  this  way  the  Nat^abs  of  Knmool,  after  having  owed 
allegi^nee  soecessiTely  to  the  Nizam,  to  lippoo,  and  s^in  to  the  Nizsm,  ended 
by  becoming  in  1800  vassals  of  the  British  Govemmeot. 

18.  The  reason  ior  the  expedition  of  1899  was  that  the  then  Nawab  of  Komoc^ 
had  $>hown  signs  of  potting  bin^self  in  warlike  opposition  to  the  British  Govern- 
ment* The  British  troofis  came  into  ooili-ion  with  the  Nawab's  levies  on  the 
]8t  b  of  October ;  the  latter  were  routed,  and  their  master  captured.  The  natural 
penalty  of  thl<$  rebellion  was  the  resumption  of  the  jaghire  by  the  British 
Government. 

19«  If  any  of  the  Nizam's  troops  were  associated  with  our  own  on  this  oeca- 
sioD^  the  airl  afforded  could  not  have  been  considerable,  for  the  records  of  the 
Foreign  Office  are  altogether  silent  on  the  subject.  All  that  is  clear  is  that,  in 
aecordanee  with  the  right  secured  to  us  by  Article  XViL  of  the  Treaty  o[  1800, 
•  portion  of  the  British  iubsidiary  force  cantoned  in  Hyderabad  territory  was 
taken  up  for  service  in  KumooL  It  is  possible,  however,  that  some  of  the 
mortars  and  howitzers'  mentioned  on  the  margin  ojf  paragraph  1  of  the  Madras 
Government's  Despatch  to  the  Resident,  No.  337,  dated  12tb  August  1839,  mi^ 
have  belonged  to  the  Nizam.  And  in  any  case  the  Governor  General  in  f^oumnl 
has  no  desire  to  diqmte  Sir  Sahr  Jong's  statement  that  the  Nizam  did  render 
aettve  assiatanee.  Indeed,  the  point  is  of  little  or  no  importance,  for  what  dm 
Hydetabad  Durbar  now  claims  is  not  half  the  revenues  of  Komool  under  the 
treaty  artide,  but  the  whole  of  the  revenues,  bating  the  pesheush,  and  it  may 
therefore  be  assumed  that  the  basis  of  the  claim  is  not  mihtary  co-operation, 
bnt  the  Nizam*s  ancient  sovereignty  over  this  particular  dirtrict. 

20.  Sir  Salar  Jung  maintains  that,  notwithstanding  the  Nizara*8  specific 
transfer  of  the  pesheush  to  the  British  Government  by  the  Treaty  of  1800,  and 
also  his  general  eession  of  all  territorial  rights  sooth  of  the  Toombudrah  by  the 
sanie  treaty,  the  Nawab  of  Kumool  nevertheless  continued  a  feudatory  of  the 
Nitam,  and  that  therefore  the  Nizam's  reveroonary  right  to  benefit  by  the  con* 
fisoatioo  of  the  ja^iire  remained  unimpaired ;  but,  as  a  matter  of  history,  it  is 
oenain  that  the  sovereignty  of  Kurnool  has  always  lain  with  the  holder  of  the 

Eaihcusb^  and  that  after  the  year  1800  the  Ji^hiredar  moognised  none'**'  but  the 
ritisb  GoYemment  as  his  superior.  If  Sir  Salar  Jung  intends  to  imply  that  the 
British  Government's  assumption  of  the  supremacy  was  improper,  and  that  the 
Nizam's  rights  of  sovereignty  rested  on  a  title  different  from  that  of  the  enjoy- 
ment of  the  pesheush,  and  anterior  to  the  events  of  1799>  a  reference  to  the 
records  of  1793  sufficiently  shows  the  emptiness  of  any  such  pretension.  All 
the  Nizam's  original  rights  in  Kurnool  were  lost  by  him  to  the  usurping  Sultan 
of  Mysore.  Lord  Cornwallis,  in  addressing  the  Resident,  Sir  J.  Kennaway,  under 
date  the  12th  April  1793,  writes  as  follows:  **  Nothing  appears  to  be  more 
evident  than  that  the  Nizam  has  in  fact,  though  not  in  form,  suffered  his  title  of 
lord  paramount  of  Kumool  to  be  superseded,  and  that  he  must  be  considered  tb 
have  given  it  up  when  he  ceased  to  protect  bis  feudatory  against  the  usurpation 
of  Hyder  Ali ;  and  even  if  it  were  otherwise,  it  would  be  impossible  to  reconcile 
the  discordant  claims  of  a  demand  for  tribute  by  Tippoo  with  that  of  a  paramonnt 
right  in  the  Nizam."  *  ♦  »<  The  interference  of  the  allies  could  only  be 
warranted  by  a  formal  establishment  of  the  Nizam's  rights  to  the  property  of 
Kumool;  to  this  he  does  not  pretend,  and  his  title  of  lord  paramount  was 
certainly,  as  1  have  already  said,  superseded  when  Hyder  exacted  a  tribute  from 
his  alleged  feudatory,  without  resistance  on  the  part  of  the  Nizam.** 

21.  These 

-^^— ^ 

^ On  the  20th  October  1804, Lord  WeUealej ia«iied a Muumdta the  Nawab  of  EamooVioriDaUy 
defining  the  Nawah's  tributary  obligations.  In  this  dooament,  not  onlj  is  the  Nawab  described  as 
•iiewhOf  by  the  tranefer  of  his  allegiance  to  the  Honourable  Company,  had  become  a  feudatory  of 
the  British  Oovemmenty  but  he  is  expressly  declared  subject  to  the  ^immediate  authority"  of  the 
Madras  Ooyermnent. 
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21.  These  extracts  proTe  tbat^  in  1793,  the  ]ord  paramount  of  Karnool  ww 
not  the  Nizam,  bat  Tippoo.  Daring  the  mx  years  that  followed,  the  Ni^am  did 
not  succeed  in  recovering  the  title  from  Tippoo ;  and  when  he  event*iiilly  attained 
hie  object,  it  was  only  in  virtue  of  the  arranganents  made  by  L<»rd  Mornington^ 
after  the  final  defeat  and  death  of  Tippoo*  Beyond  thepeshcuah  aasigaed  to  him 
by  the  Partition  Treaty  of  1799,  the  Nizam,  in  the  year  1800^  poBsessed  no- 
rights  in  Kumool  ^f  any  description.  When  he  ceded  the  i«afacn6h>  he  ceded 
every  right  of  which  he  was  competent  to  dispose  ;  and  as  you^  Sir,  oori^dJy 
point  out,  this  cession  is  furtlier  confirmed  by  Article  VI.  of  the  Treaty  of  1800, 
which  assigns  to  the  British  Government,  in  general  terms,  tlie  whole  of  th^ 
Nizam's  posseesimis  90uth  of  the  Toombudrah. 

22.  The  unavoidable  conclusion  is,  that  the  British  Government  in  1839  acted 
within  its  strict  right  in  monopolising  the  benefit  of  the  resumption  of  Kurnool, 
and  that  Sir  Salar  Jung's  demand  for.  an  annual  compensation  of  17  laichs  on 
this  account  is  as  utterly  without  foundation  as  his  other  claim  to  li  lakhs  on 
account  of  Goonxsoor. 

23.  There  remains  for  investigation  the  claim  to  411  lakhs  derivable  from 
Mysore. 

24.  His  Excellency  the  Governor  General  in  Council  considers  it  sufficient 
in  this  place  to  point  out  that  the  Nizam  can  have  no  concern,  present  or  con- 
tingent, in  the  afl'airs  of  Mysore. 

25.  You  should  invite  Sir  Salar  Jung's  attention  to  the  history  of  the  Partition 
Treaty. 

26.  In  February  1799,  at  the  commencement  of  the  second  war  against 
Tippoo,  the  Nizam  conveyed  to  the  Governor  General,  Lord  Mornington,  full 
power  over  all  the  interests  of  the  Hyderabad  State  involved  in  the  enterprise. 
The  words  employed  by  his  Highness  are :  '^  In  the  same  manner  as  the  affairs 
of  the  Company  axe  entrusted  to  the  guidance  of  your  Lordship's  enlightened 
understanding,  so  do  1,  on  the  part  of  my  Government,  commit  to  your  Lord- 
ship's approved  judgment,  all  affairs,  general  and  detail,  relating  to  the  present 
war." 

27.  Of  fhe  30,000  men  who  took  part  in  the  war,  no  less  than  20,000  were 
purely  British  troops,  an4  ^6,500  belonged  to  the  British  subsidiary  force,  whiek 
the  Nizam  was  bound  by  treaty  to  maintain.  Only  the  •  smaU  remahider  repre^ 
seiited  the  quota  furnished  by  the  Nizam,  and  even  that,  though  nominaUy  under 
the  command  of  Meer  Allmn,  was  subject  to  the  orders  of  British  office*. 
A  British  general,  Lieutenant  General  Harris,  was  at  the  head  of  the  whole 
united  army ;  and  Lord  Mornington,  with  plenary  powers,  directed and>o«iitrolled 
the  expedition  as  he  pleased.  The  conqtiest,  therefore,  of  Mysore  was  really  a. 
British  conquest ;  and  although  from  courtesy  and  views  of  expediency^  the 
Nizam's  Government  was  epoken  of  as  >conjoint  in  the  operatiooa,  such 
phraseology  was  conventional,  and  decdved  no  one,  least  of  all  the  Nizam. 

28.  Seringapatam  was  sterme*  on  the  4th  May  17»9.  On  the  I7th  Lord 
Mornington  wrote  to  the  Resident  a*  Hyderabad,  as  follows  :— 

'*  Although  his  Highness  the  Nizam  has  unreservedly  committed  the  interests 
of  his  Government  in  the  final  adjustment  of  the  concerns  of  the  triple  alliance 
to  my  charge,  yet  being  desirous  of  consulting  him  in  the  present  important 
conjuncture  of  a0airs,  as  £ar  as  is  consistent  with  a  prompt  and  efficacious 
arrangement,  I  desire  that  you  wijil,  without  delay,  intimate  to  his  Hi^lmess  and 
the  Minister  lO^y  wish  to  be  informed  of  their  sentiments,  not  only  with  respect 
to  the  general  afrangemeat  of  bSsluq  in  Mysore,  a.s  afiecting  the  combined  in^ 
terests  of  the  triple  allistace,  but  also  with  regard  to  iiis  Highness's  particular 
views  and  pretensions."'  Again,  on  the  23rd  May,  Lord  Mornington,  writing 
to  the  same  officer^  ^saixl : — ^'  My  wish  is,  that  the  whole  arrangement  of  ow  Qon- 

9,ucsts 

'  ■        ■        I  I  ■     I        ■        ,■  I  I  I  ■  ■  ,  ■   I  .1  BUI  I  I        i  I  I  'I.I 

*  ''  The  Mizam'B  facte  formed  »o  awajl  a  proportioo,  eithex  ii^  Pont  of  n^imber  or  efficiency,  ^f  tlie 
whole  army,  that  it  woaU.  have  been  die  height  of  iDJusUce  to  nave  admitted  his  HSghnessTs  claim 
to  tai  eqati  participation  of  i3te  whole  prise.'' — L&ri Momrtigtmi^^  the tkiidtMai ^fdi^mbaif 
dated  30  June  1799. 
.2^  B  4 
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quests  should  be  left  implicitly  to  the  Company's  Go\rernmeQt»  but  I  should  be 
glad  to  be  furnished  with  a  general  ouiline  of  the  views  and  pretensions  of  the 
.Nizam."  The  Resident  accordingly  sounded  the  feelings  of  the  Hyderabad 
Durbar ;  and  his  overtures  resulted  in  the  Nizam's  addressing  to  Lord  Morn- 
ington  the  following  response  : — **  As  the  intimate  connection  subsisting  between 
us  renders  the  concerns  of  both  States  one  and  the  sami?,  and  as  I  have  com- 
mitted all  pending  concerns,  general  and  detail,  to  the  guidance  of  your  Lord- 
ship's enlightened  understanding,  whatever  plan  of  arrangement  your  Lordship's 
well-directed  understanding  may  suggest  will  have  my  approbation,  and  will  be 
most  calculated  for  the  trHnquillity  and  happiness  of  our  respective  dominions 
and  subjects.*'  These  quotations  establish  beyond  cavil  that  Lord  Mornington 
was  sole  master  of  the  situation,  and  that  he  was  recognized  as  such  by  the 
Nizam. 

29.  By  the  4th  June  Lord  Mornington  had  conceived  and  prepared  a  plan 
for  the  division  of  the  territory  at  his  disposal.  On  that  day  he  appointed 
commissioners  for  the  settlement  of  the  conquered  tract,  and  unfolded  to  thenl 
his  designs  in  the  following  terms  : — "  The  restoration  of  the  representative  of 
the  ancient  family  of  the  Rajahs  of  Mysore,  accompanied  by  a  partition  of  terri- 
tory among  the  allies,  in  which  the  interests  of  the  Mahrattas  should  be  con- 
ciliated, appearing  to  me,  under  the  circumstances  of  the  case,  to  be  the  most 
advisable  basis  on  which  any  new  settlement  of  the  country  can  be  vested,  1 
have  resolved  to  frame,  without  delay,  a  plan  founded  on  these  principles ;  and 
I  hope,  in  the  course  of  to-morrow,  to  be  able  to  forward  to  you  the  articles  of  a 
treaty,  with  proper  instructions  annexed,  for  the  purpose  of  carrying  the  above- 
mentioned  plan  into  effect."  The  following  day  his  Lordship  dispatched  fhe 
promised  draft  of  a  treaty  to  the  commissioners.  He  at  the  same  time  furnished 
the  Resident  at  Hyderabad  with  a  copy,  and  called  on  that  officer  to  obtain  from 
the  Nizam  the  nomination  of  Meer  Allum  as  a  plenipotentiary  to  execute  the 
proposed  engagement  with  the  commissioners.  Meer  Allum,  it  may  be  re- 
marked, was  selected  for  this  duty  in  order  to  save  time ;  for  the  treaty  was  to 
be  executed  at  Seringapatam,  where  the  commissioners  had  no  one  except  Meer 
Allum  present  to  act  on  the  Nizam's  behalf.  The  Nizam  readily  made  the 
required  nomination,  and,  in  informing  Lord  Mornington  of  the  fact,  added,— 
"  1  have  the  most  perfect  conviction  that  your  Lordship,  agreeably  to  that 
justice  and  moderation  which  characterise  you,  will  effect  such  an  arrangement 
in  concert  with  Meer  Allum,  respecting  the  affairs  of  Mysore,  as  shall  meet  with 
nay  concurrence  and  approbation,  and  be  a  subject  of  universal  praise  and  admira- 
tion among  the  chiefs  of  this  country."  On  the  22nd  June  the  treaty  was  exe- 
cuted by  the  commissioners  and  Meer  Allum  at  Seringapatam;  on  the  26th  it 
was  ratified  by  Lord  Mornington  at  Madras,  and  on  the  13th  July  it  received 
the  ratification  of  the  Nizam  at  Hyderabad.  The  mere  rapidity  of  negotiation, 
which  these  dates  indicate,  would  of  itself  imply  that  the  will  of  a  single  master- 
mind was  carrying  everything  before  it.  And  an  examination  of  the  actual 
circumstances  proves  that  the  Nizam  was  pledged  beforehand  to  Lord  Morning- 
tou*s  arrangements,  whatever  they  might  be,  and  that  he  did  in  fact  accept  them 
unconditionally  as  soon  as  they  were  made  known  to  him.  Whenever,  there- 
fore, a  doubt  may  arise  as  to  the  interpretation  of  any  passage  in  the  Partition 
Treaty  of  Mysore,  not  only  is  it  just  to  look  to  Lord  Mornington's  own 
writings  for  the  key,  but  it  would  be  absurd  to  consult  any  inferior  source  of 
information. 

30.  Briefly  stated,  the  substance  of  the  treaty  is  that  a  certain  portion  of  the 
conquered  territory  shall  be  appropriated  by  the  British  Government,  a  second 
portion  of  equal  value  awarded  to  the  Nizam,  a  third  of  less  amount  reserved  for 
the  Peshwa,  and  the  large  remainder  created  into  a  separate  government  under  a 
native  Prince  of  Lord  Mornington's  nomination. 

31.  This  separate  government  and  native  nominee  are  respectively  the  exist- 
ing State  and  Maharaja  of  Mysore.  What  their  position  in  the  system  of  Indian 
politics  was  to  be.  Lord  Mornington  dictated  in  a  second  or  subsidiary  treaty, 
simultaneously  executed.  The  Nizam  was  not  admitted  to  be  a  party  to  the 
subsidiary  treaty ;  the  engagement  lay  betwen  the  British  Government  and  thq 
Maharaja  exdusively.  .  ^ 
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32.  It  is  fortunate  that  Lord  Mornington  has  left  on  record  his  inlentions  with 
regard  to  both  treaties  in  the  clearest  language. 

33.  His  Lordship's  letter  to  tlie  Resident,  dated  Fort  St.  George,  30th  June 
1799,  Slates  distinctly  the  fundamental  principles  on  which  he  framed  the  Par- 
tition Treaty.  "  I  have  always,'*  he  writes,  *'  been  disposed  to  pay  not  only 
every  attention  to  the  just  pretensions  of  his  Highness  the  Nizam,  but  even  to 
exceed  the  limits  of  his  strict  rights  in  allotting  the  measure  of  his  participation 
in  the  advantages  of  our  late  conquests,  but  I  cannot  admit  the  claim  of  his 
Highness  to  an  equal  partition  of  all  or  any  of  those  advantages  to  be  founded  on 
any  principles  of  justice  or  reason.  His  Highness  cannot  avail  himself  of  the 
Treaty  of  Paungul*  to  maintain  his  claim,  because  the  article  of  that  treaty  relating 
to  an  equal  partition  of  conquests  could  not  be  construed  to  apply  to  the  late  vv^ar. 
No  other  written  or  verbal  engagement  existing,  to  support  such  a  claim  on  the 
part  of  his  Highness,  I  have  endeavoured  to  estimate  his  rights  under  the  alliance 
by  an  entirely  different,  and,  in  my  opinion,  more  equitable  standard.  My  view 
has  been  to  distribute  the  recent  acquisitions  of  revenue  between  the  two  States 
in  a  due  proportion  to  the  efficient  share  which  each  has  borne  in  the  expense 
and  hazard  of  the  war,  as  well  as  to  the  security  which  each  is  likely  to  derive 
from  the  assistance  of  the  other  in  maintaining  their  common  interests  and  in 
consolidating  the  basis  of  the  peace.  Althougl),"  he  continues,  "  I  have 
assumed  this  principle  as  the  general  foundation  of  the  whole  settlement,  I  am 
persuaded  that  a  fair  review  of  the  details  of  the  Treaty  of  Mysore  will  convince 
any  impartial  mind  that  I  have  made  concessions  to  the  Nizam  far  exceeding  the 
limits  of  the  rule  which  I  had  thus  prescribed  to  myselT  as  the  Just  measure  of  his 
Highness's  rights."  He  then  proceeds  to  review  the  several  articles  of  the  treaty. 
Coming  to  the  4th  Articlef,  he  writes  : — ^*  The  4th  Article  contains  the  basis  of 
an  arrangement  founded  on  the  strongest  principles  of  justice,  humanity  and 
policy.  It  does  not  appear  to  me  necessary  to  state  anything  further  on  this  or 
the  5th  Article^ ;  you  will  naturally  observe  that,  if  the  Nizam's  claim  to  an 
equal  partition  of  territory  had  been  founded  inright,  and  consequently  admitted 
by  me,  this  adjustment,  so  honourable  to  the  moderation,  generosity  and  wisdom 
of  the  British  character,  would  not  have  taken  place."  Finally,  in  the  concluding 
paragraph  of  the  Despatch  he  declares  : — "The  Treaty  of  Mysore  appears  to  me 
to  be  highly  favourable  to  his  Highness's  interests.  If,  however,  he  should 
object  to  the  basis  and  fundamental  principles  of  it,  he  will  not  excite  an  emotion 
of  alarm  and  uneasiness  in  my  mind.  I  am  perfectly  prepared  to  carry  the  new 
settlement  into  effect  by  the  aid  of  British  arms  alone ;  and  his  Highness  must 
be  aware  of  the  advantages  which  he  will  open  to  the  Court  of  Poonah  if  he  should 
compel  me  to  resort  to  such  extreme  measures." 

34.  Lord  Mornington  repeated  these  views  when  reporting  his  proceedings  to 
the  Court  of  Directors  on  the  3rd  August  1799.  "  The  Nizam,"  he  said,  ^*  cer- 
tainly could  not  assert  any  just  claim  to  an  equal  participation  with  the  Com- 
pany in  the  advantages  of  peace.  The  operation  of  the  6th  Article  of  the  Treaty 
of  Paungul,  respecting  an  equal  division  of  conquests,   was  limited  to  the  war 

which 

*  Sir  Salar  Jung  wisely  makes  no  allusion  to  the  treaty  of  July  1700,  known  as  the  Treaty  of 
Paungul  y  hut  it  nevertheless  deserves  a  passing  notice,  because  the  6th  Article  of  that  treaty  seems 
to  be  the  original  source  of  all  the  untenable  claims,  including  the  present  one,  which  the  Nizam's 
Government  has  from  time  to  time  put  forward  for  an  equal  division  of  conquests.  The  most 
cursory  glance  at  the  treaty  book  (Ailchison,  vol.  V.,  pages  43 — 7)  is  sufficient  to  show  that  the 
whole  tenor  of  the  enoragement,  excepting  Article  10,  is,  as  Lord  Mornington  avers,  of  a  strictly 
temporary  character,  applicable  only  to  the  first  war  against  Tippoo,  and  not  extending  beyond  that 
period.  Article  6  provided  that  whatever  acquisitions  might  come  of  that  war  should  be  equally 
divided  between  the  British  Government,  the  Peshwa,  and  the  Nizum.  The  war  was  brought  to  a 
close  in  1792.  The  Nizam  then  got  the  une-tbird  share  of  the  conquered  territory  to  which  he  was 
entitled,  and  there  the  stipulation  terminated,  satisfied  in  full.  If  further  proof  were  needed  that  the 
treaty  thenceforward  ceased  to  have  any  force,  it  could  be  found  in  the  significant  fact  that  Lord 
Cornwullis  expended  much  tedious  negotiation  in  an  unsucceessful  attempt  to  bring  about  a  fresh 
treaty  which  should  revive  the  extinct  Treaty  of  Paungul. 

t  Article  4. — A  separate  government  shall  be  edtablished  in  Mysore ;  and  for  this  purpose  it  is 
Stipulated  and  agreed  that  the  Maharaja  Mysore  Krishna  Rajah  Oodiaver  Bahadoor,  a  descendant  of 
the  ancient  rajahs  of  Mysore,  &hall  possess  the  territory  hereinafter  described  upon  the  conditions 
hereinafter  mentioned. 

-^  Article  6. — ^The  contracting  Powers  mutually  and  severally  agree  that  the  districts  specified  in 
Schedule  C.  hereunto  annexed  shall  be  ceded  to  the  said  Maharaja  Mysore  Krishna  Rajah,  and  shall 
form  the  separate  government  of  Mysore,  upon  the  conditions  hereinafter  mentioned* 

29.  c 
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wbich  terminated  in  1792.  Since  the  Peace  of  Seringapatam,  the  10th*  is  the 
only  Article  of  the  Treaty  of  PauDgul  whicl)  can  be  considered  to  continue  in 
force,  and  no  subsequent  engagements  had  been  contracted  with  the  Nizam  which 
could  entitle  him  to  any  advantages  in  the  present  peace  exceeding  his  relative 
proportion  in  the  expenses  and  exertions  of  the  allied  force  during  the  late  war. 
It  was,  however,  desirable  that  the  temtorial  revenue  retained  in  sovereignty  by 
the  Company  (after  deducting  whatever  charges  might  be  annexed  to  the 
tenure)  should  not  exceed  the  Nizam's  portion;  and,  consequently,  I  deter- 
mined that  this  principle  should  be  observed  in  the  partition,  reserving,  however, 
to  the  Company,  as  a  just  indemnification  for  their  superior  share  in  the 
expenses  and  exertions  of  the  war,  the  principal  benefit  of  whatever  advantages 
might  flow  from  any  engagements  to  be  contracted  with  the  new  Government  of 
Mysore/'' 

35.  Quotations  from  Lord  Mornington's  Despatches  miglit  be  multiplied  in  the 
same  strain,  but  the  Governor  General  in  Council  considers  that  those  above 
given  are  enough  to  establish — 

Firstly.  That  Lord  Momington,  unshackled  by  any  h  priori  pledges  to  his 
allies,  held  and  did  pracrically  enforce  the  right  to  divide  the  territory  won 
from  Tippoo  in  1799,  entirely  according  to  his  own  sense  of  what  was  right  and 
proper. 

Secondly.  That  the  principle  on  which  Lord  Momington  founded  his  division, 
was  not,  as  Sir  Salar  Jung  erroneously  argues,  one  of  equal  shares  to  the  British 
Government  and  to  the  Nizam  ;  on  the  contrary,  that  he  expressly  repudiated 
that  principle,  and  set  up  a  different  one  in  its  stead,  viz.,  a  distribution  propor- 
tionate to  the  exertions  and  expenditure  of  either  party  in  the  campaign. 

36.  It  is  true  that  the  shares  of  territory  which  the  Partition  Treaty  assigned 
in  immediate  sovereignty  to  the  British  Government  and  to  the  If  izam  respec- 
tively were  of  equal  value,  being  each  rated  at  5,37,000  Canterai  pagodas.  And 
«o  far  there  is  some  colour  for  Sir  Salar  Jung's  theory  of  equal  rights.  But 
this  was  one  only  of  three  elements  in  an  arrangement  which  must  be  read  as  a 
whole. 

37.  The  reservation  of  certain  districts  for  the  Peshwa  may  be  regarded  as  the 
gecond  element.  Article  II.  of  the  separate  Articles  attached  to  the  Partition 
Treaty  provided  for  the  contingency  of  the  Peshwa's  refusing  these  districts,  by 
a  declaration  that  in  that  event  they  were  to  be  divided  between  the  British 
Government  and  the  Nizam.  Now,  if  Sir  Salar  Jung's  argument  were  sound,the 
division  should  have  been  equal.  As  a  matter  of  fact,  however,  the  Article 
apportioned  two-thirds  to  the  Nizam  and  one-third  to  the  East  India  Companjc 
Moreover,  the  contingency  provided  for  actually  took  place.  The  share  offered 
to  the  Peshwa  was  xeFused  by  him,  and  accordingly  came  to  be  divided,  as  had 
been  settled  beforehand,  between  the  Nizam  and  the  Company,  in  the  proportion 
of  176,000  pagodas  to  the  former,  and  88,000  to  the  latter.  The  net  result, 
therefore,  of  the  two  first  elements  in  the  arrangement,  taken  collectively,  was 
anything  but  an  equal  partition ;  for  the  Nizam's  acquisitions  amounted  to 
713,000  pagodas,  while  those  of  the  British  Government  were  625,000  only. 

38.  But  the  end  at  which  Lord  Momington  intended  to  arrive  was  not  merely 
an  unequal  partition.  It  was  to  be  a  partition  in  which  the  British  Government 
should  obtain,  as  it  had  fully  earned,  a  clear  lion's  share  of  the  spoil.  Yet,  up 
to  this  point,  you  will  ohserye,  the  advantages  granted  to  the  Nizam  had  exceeded 
the  Conipany's  proBts  by  88,000  pagodas.  Under  these  circumstances,  it  would 
be  only  natural  to  presume  that  there  must  have  been  in  the  remaining  element 
of  the  arrangement  relating  to  Mysore,  certain  benefits  secured  to  the  British 
Government,  which  redressed  the  balance  to  Lord  Mornington's  satisfaction. 
An  inspection  of  the  Subsidiary  Treaty  conBrms  this  presumption,  and  Lord 
Mornington's  own  declaration  seals  it  as  correct.  In  the  passage  from  bis 
Despatches,  v^hich  has  been  above  quoted,  he  has  distinctly  stated  that  he  reserved 

to 

^Article  10. — If,  afier  the  conclusion  of  peace  with  Tippoo,  ha  should  attack  or  molest  either 
of  the  contracting  parties,  the  others  shall  join  to  punish  him,  the  mode  and  coiiditionf  of  effecting 
which  shall  be  hereafter  settled  by  the  contracting  J?owers. 
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to  the  Company,  "  as  a  jurt  indemnification  for  tlieir  superior  share  in  the 
expanses  and  exertions  of  the  war,  the  principal  benefit*  of  whatever  advantage 
might  flow  from  any  engagements  to  be  contracted  with  the  new  Goyernment  of 
Mysore/' 

39.  The  advantages  in  question  are  detailed  in  Lord  Mornington's  Despatch 
to  the  Court  of  Directors  dated  3rd  August  1 799.  Speaking  of  the  Subsidiary 
Treaty  between  the  British  Government  and  the  Maharaja  of  Mysore,  he  says : 
"  In  framing  this  engagement  it  was  my  determination  to  establish  the  most 
unqualified  community  of  interests  between  the  Government  of  Mysore  and  the 
Company,  and  to  render  the  Rajah  s  northern  frontier,  in  effect,  a  powerful 
line  of  our  defence.  With  this  view  I  have  engaged  to  undertake  the  protection 
of  this  country  in  consideration  of  an  annual  subsidy  of  seven  laklis  of  star 
pagodas ;  but  recollecting  the  inconveniences  and  embarrassments  which  have 
arisen  to  all  parties  concerned  under  the  double  governments  and  conflicting 
authorities  unfortunately  established  in  Oudh,  the  Carnatic,  and  Tanjore,  1 
resolved  to  reserve  to  the  Company  the  most  extensive  and  indisputable  powens 
of  interpoation  in  the  internal  affairs  of  Mysore,  as  well  as  an  unlimited  right  of 
assuming  the  direct  management  of  the  country  (whenever  such  a  step  might 
appear  necessary  for  the  security  of  the  funds  destined  to  the  subsidy)  and  of 
requiring  extraordinary  aid  beyond  the  amount  of  the  fixed  subsidy,  either  in 
time  of  war,  or  of  preparations  for  hostility.  Under  this  arrangement,  I  trust 
that  I  shall  be  enabled  to  command  the  whole  resources  of  the  Rajah's  territory^ 
to  improve  its  cultivation,  to  extend  its  commerce,  and  to  secure  the  welfare  of 
its  inhabitants.  It  appeared  to  me  a  more  candid  and  liberal,  as  well  as  a  more 
wise  policy  to  apprise  the  Rajah  distinctly,  at  the  moment  of  his  accession,  of 
the  exact  nature  of  his  dependence  on  the  Company,  than  to  leave  any  matter 
for  future  doubt  or  discussion.  The  right  of  the  Company  to  establish  such  an 
arrangen>ent  either  as  afiecting  the  Rajah  or  the  allies,  has  sdready  been  stated 
in  this  Despatch." 

40.  You  will  notice  that  Lord  Mornington  had  in  mind  the  circumstances  of 
Oudh  while  dealing  with  the  future  condition  of  Mysore,  and  making  provision 
under  certain  circumstances  for  the  assumption  of  the  direct  management  of 
Mysore.  Shortly  afterwards  his  attention  was  called  to  the  case  of  Oudh  itself, 
and  to  the  possibility  of  assuming  the  direct  management  of  that  province. 
The  views  which  he  then  put  on  record  contain  an  expression  of  his  determina- 
tion never  to  make  such  an  assumption  "  under  a  limited  or  temporary  com- 
mission." It  is  tolerably  certain,  therefore,  that  if  it  had  fallen  to  Lord 
Mornington  to  carry  out  the  assumption  which  he  contemplated  in  Mysore, 
he  would  have  taken  care  that  the  measure  should  be  neither  limited  nor  tem- 
porary. 

41.  The  Governor  General  in  Council,  however,  declines  in  this  place  to 
discuss  the  details  of  the  Subsidiary  Treaty  any  further.  The  British  Govern- 
inent  and  the  Maharaja  of  Mysore  are  the  only  parties  interested  in  that  engage* 
ment ;  and  the  Nizam  has  no  concern  in  it  whatever.  For  the  same  reason 
his  Excellency  in  Council  cannot  pause  to  refute  Sir  Salar  Jung's  erroneous 
statement  that  the  anticipated  lapse  of  the  Mysore  State  ^^  arises  only  and  exclu* 
aively  from  the  want  of  an  heir,  or  the  refusal  of  the  British  Government  to 
permit  the  Rajah  to  adopt  one.*'  Sir  Salar  Jung  takes  too  much  upon  himself 
when  he  attempts  to  instruct  the  Government  of  India  in  the  interpretation  of 
treaties  to  which  the  Hyderabaid  Durbar  is  not  a  party. 

42.  His  Excellency  in  Council  holds  it  sufficient  to  have  shown  that  the 
Nizam  was  never  entitled  to  so  much  as  an  equal  share  of  the  conquered  pro- 
vinces, and  that  his  Highness  was  granted  more  than  an  equal  share  on  the  ex- 
press understanding  that  the  reversionary  claim  on  the  territories  which 
constitute  the  present  principality  of  Mysore  should  be  vested  solely  ia  the 
British  Government. 

4a  So 

*  Later  in  the  same  Despatch,  Lord  Moniii^;toii  speakis  of  the  collateral  benefits  which  thi 
Nizam  also  would  enjoj  by  reason  of  the  Company's  connection  with  Mysore,  referring,  as  the 
context  shows,  to  the  establishment  of  a  fiiendly  state  on  the  Nizam's  frontier, 
29.  C  2 
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43.  So  clearly  did  the  Nizam  of  the  day  comprehend  the  British  Govern* 
xnenfs  intention  to  keep  Mysore  as  its  own  appanage*  for  ever,  that,  in  making 
arrangements  the  following  year  for  the  maintenance  of  the  subsidiary  force,  he 
^*  assigned  f- and  ceded  in  full  and  in  perpetuity  to  the  Honourable  Company  the 
district  of  Adoni,  toj»ether  with  whatever  other  territory  his  Highness  might  be 

Possessed  of,  or  was  dependent  on  his  Highness's  Government  to  the  south  of  the 
oombudrah,  or  to  the  south  of  the  Kistnah  below  the  junction  of  those  two 
rivers."  In  fact,  he  consented  that  his  power  should  be  pennanently  confined  to 
the  north  of  the  Toombudrah  and  Kistnah.  How  incompatible  such  a  consent 
is  with  the  Durbar's  present  pretensions  to  have  throughout  retained  a  lien  upon 
M}Sore,  it  appears  superfluous  to  point  out. 

44.  The  Governor  General  in  Council  remarks,  that  Sir  Salar  Jung  quotes  a 
saying  of  his  Highness  the  present  Nizam,  to  the  effect  that  "  Treaties  are  very 
solemn  engagements,  and  no  change  of  circumstances  of  the  contracting  parties 
can  weaken,  much  less  cancel,  their  obligations,  except  by  mutual  consent." 
The  maxim  commands  the  entire  assent  of  his  Excellency  in  Council,  who  can- 
not but  regret  that  the  possession  of  so  laudable  a  principle  should  not  have 
availed  to  make  the  Hyderabad  Durbar  pause  before  it  heedlessly  challenged 
engagements  which  have  the  sanction  of  more  than  60  years'  acknowledged 
validity. 

45.  The  final  result,  then,  of  the  whole  inquiry  is  that,  whether  for  Mysore, 
for  Kurnool,  or  for  Goomsoor,  the  British  Government  is  under  no  pecuniary 
obligations  whatever  to  the  Hyderabad  Durbar. 

46.  Sir  Salar  Jung  is,  as  you  remark,  prepared  to  admit  that  any  request  for 
the  restoration  of  Berar  must  be  preceded  by  the  invention  of  some  satisfactory 
arrangement  for  the  payment  of  the  Hyderabad  Contingent  from  another  source. 
It  might,  therefore,  have  appeared  sufficient  simply  to  inform  the  Minister  that, 
as  the  alternative  source  of  payment  sujigested  by  him  had  no  existence,  the 
restoration  of  Berar  still  remained  an  impossibility.  But  the  Governor  General 
in  Council  cannot  have  this  reply  communicated  to  the  Durbar  without  some  ac- 
companying remarks  upon  Sir  Salar  Jung's  exposition  of  the  reasons  which 
render  the  Hyderabad  Government  anxious  to  recover  possession  of  Berar. 

47.  Referring  ^to  the  original  assignment  of  Berar  in  1853,  Sir  Salar  Jung 
insinuates  that  the  Hyderabad  Durbar  was  reluctantly  drawn  into  this  con- 
cession upon  the  strength  of  verbal  assurances  by  which  it  was  misled,  and 
documentary  stipulations  which  were  never  fulfilled. 

48.  As  to  the  Nizam's  unwillingness  to  make  any  assignment  of  land  for  the 
support  of  the  Contingent,  the  facts  are  correctly  stated  in  the  8th  paragraph 
of  your  letter  under  reply.  The  British  Government  having  had  considerable 
experience  of  the  Nizam's  failure  to  provide  the  necessary  funds,  or  to  repay  the 
money  when  it  was  advanced  to  him,  gave  his  Highness  the  option  either  to  see 
the  Contingent  disbanded,  or  to  assign  lands,  the  revenue  of  which,  after  de- 
duction of  the  cost  of  their  management,  might  suffice  to  cover  the  expenses  of 
the  Contingent.  The  Nizam,  as  you  remark,  *'  was  unwilling  to  assign  the  dis- 
tricts, but  he  was  still  more  unwilling  to  give  up  the  Contingent,  or  to  take  it 
from  British  management.''  Of  the  two  alternatives,  therefore,  he  voluntarily 
elected  the  assignment  of  land. 

49.  In  charging  the  British  Government  with  a  breach  of  the  terms  upon 
which  the  assignment  was  made,  Sir  Salar  Jung  is  doubtless  not  alive  to  the 
gravity  of  the  matter  he  takes  in  hand.  But  the  Governor  General  in  Council 
cannot  on  that  account  allow  the  accusation  to  pass  unanswered. 

50.  With 

*  '<  It  is  my  intention  to  exclude  both  the  Nizam  and  Mahrattas,  especially  the  latter,  from  any 
interference  in  the  affairs  of  the  Rajah  of  Mysore,  who  is  to  be  considered  as  a  dependent  of  the 
Company.'* — Lord  Momington  to  the  Resident  at  Poofuty  dated  4th  July  1799. 

^<  The  dominions  of  the  Ilajah  of  Mysore  are  inseparable  from  those  of  the  Company,  and  he  is 
as  dependent  on  our  power  as  the  Nawab  of  Bengal  or  the  Rajah  of  Benares." — Lord  Morning^ 
ton  to  H.InaliSf  Esq.^  dated  27th  January  I  SOD. 

•*  The  territories  placed  under  the  nominal  sorerei^nty  of  the  Rajah  of  Mysore  by  the  Subsidiary 
Treaty  of  Seringapatam,  constitute  substantially  an  integral  part  of  our  dominion.'' — Lord  WeU 
lesley  to  the  Court  of  Directors,  dated  9th  June  1800. 

t  Article  6  of  the  Treaty  of  1800. 
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50.  With  regard  to  the  assurance  which  General  Low  is  said  to  have  given, 
^*  that  the  assignment  would  be  just  the  same  thing  as  giving  districts  into  the 
charge  of  Arab  or  other  Jemadars,"  you  report  that  you  "  can  find  nothing  on 
record  on  this  head  ;  "  and  you  imagine  that  *^  if  General  Low  did  express  him- 
self to  the  eflFect  stated,"  his  meaning  could  not  have  been  that  the  British  Go- 
vernment's system  of  administration  would  be  of  an  inexpensive  character,  leav- 
ing a  large  surplus  for  the  benefit  of  the  Nizam,  but  that  the  nature  of  the 
contemplated  transfer  was  a  mere  assignment  in  trust  for  a  particular  purpose, 
to  last  only  so  long  as  that  purpose  might  require  to  be  maintained.  There 
is  reason,  I  am  to  observe,  in  your  conjecture  ;  but  even  if  the  alleged  expres- 
sion had  a  more  definite  value,  the  Governor  General  in  Council  could  not  con- 
sent to  discuss  the  bearing  of  a  solitary  sentence  uttered  in  conversation,  so 
long  as  there  existed  a  clear  and  full  account,  not  only  of  the  instructions  on 
which  General  Low  was  proceeding,  and  of  the  communications  he  undoubtedly 
did  make  to  the  Durbar,  but  also  of  the  meaning  which  the  Durbar  attached  to 
his  proposals.  Out  of  the  abundance  of  evidence  forthcoming  on  the  subject,  it 
will  be  sufficient  to  cite  the  testimony  of  your  immediate  predecessor.  In  a 
demi-official  letter  on  the  records  of  this  Office,  addressed  to  Lord  Canning, 
under  date  25th  April  1857,  Colonel  Cuthbert  Davidson,  speaking  of  General 
Low's  negotiations,  throughout  which  he  had  been  personally  present,  writes  as 
follows  : — "  I  can  positively  testify  it  was  then  understood  we  were  to  manage 
the  revenues  in  the  manner  we  deemed  most  proper,  on  condition  we  made  no 
further  pecuniary  demands  on  the  Nizam's  Government."  After  this,  it  is  im- 
possible for  the  Hyderabad  Durbar  to  pretend  that  General  Low  could  have 
pledged  his  Government  to  establish  a  system  of  administration  in  the  assigned 
districts,  specially  diflfering  in  point  of  minor  expense  from  that  in  force  in 
British  territory,  for  the  express  purpose  of  benefiting  the  Nizam.  The  fact  is, 
that  the  British  Government,  in  1853,  assumed  the  administration  of  Berar, 
fettered  by  no  conditions  except  those  of  furnishing  accounts  and  paying  over 
to  the  Nizam  any  surplus  that  might  be  found  available. 

51.  No  surplus  was  ever  paid  over  to  the  Nizam  for  the  simple  reason  that 
the  transaction,  after  a  five  years'  currency,  terminated  in  a  deficit.  The  first 
purpose  to  which  the  profits  of  the  Assigned  Districts  had  to  be  put  was  the 
liquidation  of  the  arrears  of  pay  due  to  the  Contingent.  This  charge,  amounting 
to  13,76,654  rupees,  not  only  swallowed  up  all  the  annual  balance  between  the 
ordinary  receipts  and  expenditure,  but  actually  left  the  British  Government 
worse  oflFby  9,31,613  rupees  than  it  had  been  at  the  commencement. 

52.  Looking  to  this  result  of  the  accounts  when  they  were  finally  closed,  the 
Governor  General  in  Council  cannot  allow  that  the  Nizam  sufiered  any  real  loss 
from  the  British  Government's  omission  to  furnish  annual  accounts  of  its  ad- 
ministration of  the  Assigned  Districts.  This,  however,  is  not  the  ground  on 
which  his  Excellency  in  Council  wishes  to  justify  what  the  British  Government 
has  always  confessed  to  have  been  a  dereliction  from  the  letter  of  Article  8*  of 
the  Treaty  of  1853.    The  justification  is  to  be  found  in  the  Treaty  of  1860. 

53.  Partly  from  the  delay  which,  under  the  complicated  system  of  accounts 
formerly  observed,  of  necessity  attended  any  attempt  to  balance  the  books  for 
a  particular  year,  partly  from  the  occurrence  of  the  mutiny,  which  for  many 
consecutive  months  absorbed  the  Governor  General's  whole  attention,  and 
partly  also  from  the  circumstance  of  the  administration  in  the  Assigned  Dis- 
tricts being  organised  according  to  a  higher  standard  of  efficiency  than  the 
Nizam  considered  necessary,  the  British  Government  found  that  the  obligation 
it  had  undertaken  regarding  accounts  was  beyond  its  powers  of  fulfilment.  As 
soon  as  the  pacification  of  India  allowed  Lord  Canning  time  to  turn  to  matters  of 
less  vital  interest,  the  difficulty  was  frankly  acknowledged,  and  negotiations  at 
once  opened  for  putting  the  arrangement  on  a  more  practicable  basis. 

54.  The  result  was  the  Treaty  of  1860,  by  which  the  British  Government 

purchased 


•  Abticlb  8. —  .  .  .  The  Resident  at  the  Court  of  Hyderabad  for  the  time  being  shall 
always  render  true  and  faithful  accounts  every  year  to  the  Nizam,  of  the  receipts  and  disbursements 
connected  with  the  said  districts. 
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purchased  a  caiicelment  (^  its  oUigations  to  render  accoufits,  as  well  for  the 
past  as  for  the  future,'*^  at  a  cost  of  resigning  one-fourth  of  the  Assigned  Districts 
and  forgiving  the  Nizam  a  debt,  rated  at  50  lakhs  of  rupees  principal,  and  2| 
lakhs  aMwal  ntterest.  Surely  a  more  handsome  atonement  for  an  insignificant 
default  -was  never  made  by  any  Government.  Even,  however,  if  the  case  were 
reversed,  the  default  heavy  and  the  atonement  inadequate.  Sir  Salar  Jung 
should  remember  that  the  matter  is  finally  closed  by  the  Treaty  of  1860,t 
and  that  if  he  now  makes  a  ^'evance  out  of  the  non-receipt  of  accounts  from 
1853  to  1858,  he  at  the  same  time  imperils  the  hold  which  the  Nizam  derives 
from  the  same  Treaty  on  the  lands  of  Dharaseo,  Raichore,  and  Shorapore. 

55.  Lastly,  Sir  Salar  Jung  complains  that  the  British  Government  is  failing 
to  fulfil  its  engagements  under  the  existing  Treaty  of  1860.  He  says  timt 
none  of  the  surplus  Revenue  of  Berar,  which  the  Nizam  is  entitled  to  receive 
under  Article  IV.,  has  yet  been  paid  by  the  British  Government ;  and,  further, 
that  the  country  is  administered  on  a  scale  too  expensive  to  admit  of  there 
ever  being  such  a  substantial  surplus  as  the  Nizam  has  a  right  to  expect. 

56.  In  respect  to  the  non-payment  of  the  surplus,  the  Governor  General  in 
Council  takes  for  granted  that  Sir  Salar  Jung,  whose  letter  is  dated  the  27th  Oc- 
tober last,  could  not  at  that  time  have  obtained  information  of  the  Government's 
Order  in  the  Financial  Department,  issued  at  Simla  on  the  13th  idem.     In  that 
Order  an  abstract  was  given  of  the  receipts  and  charges  of  Berar,  showing  that,  for 
the  interval  from   1860-61    to  1864-65,  there  was  a  surplus  of  over  10  lakhs, 
which,  however,  the  expected  deficits  of  the  two  following  years,  1865-66  and 
1866-67,  would  considerably  reduce.     It  was  at  the  same  time  announced  that 
as  soon  as  a  closer  approximation  to  the  exact  amount  of  the  net  surplus  for  the 
whole  period  could  be  obtained,  a  payment  would  immediately  be  made  to  the 
Kizam.     The  pledge  was  soon  redeemed,  for,  on  the  31st  December,  further 
Orders  were  issued  in  the  Financial  Department,  by  which  the  Governor  General 
in  Council  was  ^^  pleased  to  direct  that  five  lakhs  of  rupees  be  paid  to  his  High- 
ness the  Nizam,  as  an  advance  on  account  of  the  surplus  of  the  Berars,  and  that 
a  triennial  adjustment  of  the  surplus  be  made,  a  balance  being  kept  in  hand  to 
meet  any  additional  expenditure."     Five  lakhs  of  rupees,  therefore,  have  already 
been  paid  to  the  Nizam,  and  Uie  Governor  General  in  Council  hopes  that,  on 
closing  the  accounts  for  the  current  year,  it  may  be  possible  to  pay  an  additional 
in^talment.     In  any  case,  the  Nizam  is  assured  that  there  shall  be  a  triennial  ad- 
justment of  his  claim.     Under  these  circumstances,  the  good  faith  of  the  British 
Government's  proceedings  and  intentions  regarding  the  surplus  is  no  longer  open 
to  the  faintest  doubt.     The  utmost  that  Sir  Salar  Jung  #an  object  is,  that  there 
has  been  some  delay  in  the  issue  of  tlie  recent  Orders.     But  the  cause  of  this  de- 
lay is  amply  explained  in  the  9th   and   10th  paragraphs  of  your  letter.     *^  The 
Berar  accounts   for  any  one  year  could  not  be  made  up  until  accounts   had 
been  received  from  all  the  administrations  and  departments  with  which  Berar 
had  dealings,  either  on  its  own  account  or  on  account  of  the  Contingent ;  '*  and, 
in  the  second  place,  the  administration  of  the  province  had  at  first  been  conducted 
on  so  poor  a  scale  that  it  was  impossible,  until  some  years'  experience  had  been 
obtained  of  the  country's  real  wants  and  financial  capabilities,  to  gauge  the  amount 
of  new  expenditure  that  might  be  properly  devoted  to  procuring  a  stronger  staff 
of  officers,  making  roads,  and  erecting  necessary  buildings. 

57.  As  for  Sir  Salar  Jung's  complaint  that  the  cost  of  the  administration  now 
established  in  Berar  ^*  is  nearly  8  annas  on  the  rupee,  about  four  times  as  much  as 
was  incurred  on  this  account  under"  the  Nizam's  ''  direct  management,"  I  am 
directed  by  the  Governor  General  in  Council  to  request  that  you  will  callArticlelV. 
of  the  Treaty  of  1860  to  Sir  Salar  Jung's  remembrance.  According  to  the  terms 
of  that  Article,  the  Nizam  is  admitted  to  the  benefit  of  the  surplus  revenue  upon 
the  express  condition  ^  that  the  amount  of  money  to  be  expended  on  the  admi- 
nistration 

*  Abticib  4. — His  HighiiesB  the  Nizam  agrees  to  forego  all  demand  for  an  account  of  the  re- 
ceipts and  expenditure  of  the  Afrsi^ned  Districts /or  the  past^  present,  and  fUtare. 

t  By  this  same  Treaty  the  valuable  district  of  Shorapore  was  ceded  in  free  gift  to  the  Nizam,  as 
a  reward  for  his  loyalty  during  the  mutiny. 

t  Article  4. ...  But  the  British  Government  will  pay  to  his  Highness  any  surplus  that 

may  hereafter  accrue,  after  defraying  all  charges  under  Article  YI.,  and  all  ftLto-e  eKpenees  of 
administration,  the  amount  of  such  expenses  being  entirely  at  the  discretion  of  the  British  Govoni- 
ment. 
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nistratiau  shall  be  left  entirely  to  the  discretion  of  the  British  Government. 
Sir  Salar  Jung  haa  shown  himself  so  tenacious  of  the  Durbar's  right  to  the  sur- 
plus that  his  forgetfulness  of  the  British  Government's  co-existing  and  co-exten- 
sive fight  to  organise  an  administration  c^  unlimited  expenditure  appears  the 
less  excusable.  For  a  full  explanation  of  the  Article  in  question,  he  may  be 
advised  to  refer  to  the  letter  which,  under  instructions  from  Lord  Canning's 
Government,  Colonel  Davidson  addressed  to  him  on  the  29th  November  1860. 
The  penultimate  paragraph  is  as  follows  : — ^^  To  the  payment  to  the  Nizam  of 
any  surplus  revenue  whic^  may  accrue  from  the  districts  to  be  retained  when 
the  charges  npon  them  and  the  expense  of  administration  shall  have  been  met, 
the  Governor  General  in  Council  will  agree.  But  it  must  be  on  the  under- 
standing that  the  widest  latitude  is  allowed  to  the  British  Government  on  this 
head,  and  that  all  charges  which  its  officers  consider  proper  and  necessary 
for  the  administration  of  these  districts  will  be  defrayed  from  the  revenues 
without  question  before  any  surplus  can  be  made  over  to  the  Nizam,  and  that 
any  deficiency  arising  from  excess  of  expenditure  over  income  in  one  year  will 
be  made  good  by  the  surplus  in  another.  His  Excellency  in  Council  also 
understands  that  no  accounts  are  to  be  rendered  to  the  Nizam's  Government, 
but  that  when  a  surplus  accrues  it  is  to  be  made  over.  The  British  Govern- 
ment having  taken  upon  itself  the  administration  of  these  districts^  the  Governor 
General  in  Council  entertains  the  strongest  objection  to  hold  them  on  any  terms 
which  would  hinder  the  Government  from  establishing  a  sound  and  efficient 
administration,  or  firom  promoting  general  advancement ;  while  to  revert  to  a 
ifeystem  of  annual  accounts  would  be  to  revive  a  source  of  unpleasant  discussion 
and  possible  misunderstanding."  Sir  Salar  Jung,  it  is  to  be  hoped,  will  now 
understand  that,  in  criticising  the  cost  of  the  Berar  administration,  he  entered 
npon  a  subject  whieh  has  been  specially  removed  by  treaty  from  the  cognizance 
of  the  court  of  Hyderabad. 

58.  A  good  administration  is  necessarily  an  expensive  one.  But  it  is  a  duty 
which  every  ruler  owes  to  his  people  to  give  them  as  good  an  administration  as 
possible,  and  this  course  is  also  the  most  profitable  in  the  end.  It  as  the  main 
cause  of  the  great  increase  that  has  been  obtained  in  the  annual  revenue  of 
Berar  since  that  province  came  under  British  management.  And  were  his 
Highness  the  Nizam  to  follow  the  British  Government's  example  in  this  respect, 
spending  liberally  where  the  good  of  his  subjects  is  concenied,  and  economising 
in  other  directions  where  at  present  there  is  a  large  misapplicatiooi  of  hia 
resources,  there  can  be  little  doubt  that  the  want  of  funds  which  his  Highness 
now  has  to  lament  would  soon  cease  to  be  felt. 

59.  You  will  be  so  good  as  to  furnish  Sir  Salar  Jung  with  a  copy  of  this 
letter.  You  will  at  the  same  time  intimate  to  him  that  it  is  a  matter  of 
nnfeigned  regret  to  the  Right  Honourable  the  Viceroy  and  Governor  General  in 
Council  to  have  been  obliged  to  reject  with  censure  an  application  proceeding 
from  a  Minister  whose  generally  admirable  conduct  has  merited  the  frequent 
thanks  of  this  Government,  and  lately  has  even  been  distinguished  by  a  high 
mark  of  royal  favour  from  Her  Gracious  Majesty  herself,  the  Queen  of  England 
and  of  India* 


(Foreign  Department — Political. — No.  67.) 

The  Governor  General  of  India  in  Council  to  the  Right  Honourable  Sir  Stafford 
Northcote^  Bart.,  Secretary  of  State  for  India- 

Sff,  Fort  William,  9  April  1867. 

With  reference  to  our  Despatch,  No.  30,  dated  14th  February  last,  we  have 
the  honour  to  forward,  for  the  information  of  Her  Majesty^s  Government,  copy  of 
a  communication  from  the  Government  of  Fort  St.  George,  reporting  the  extent 
of  military  assistance  rendered  by  the  Hyderabad  Government  in  the  campaigns 
1835-36  and  1839  respectively. 

29.  c  4  2*  The 
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CORRESPONDENCJfi  RELATIVE  TO 


♦No.  166. 


1  Captain. 

2  Jemadars. 
5  Dufiadars. 

5  Naib  Duffiadai-s* 
88  Horsemen. 


2.  The  letter  proving  that  the  assistance  given  by  the  Nizam  was  very  slight, 
corroborates  the  argument  adduced  in  paragraphs  11  to  22  of  our  No.  145 
dated*  13  February,  addressed  to  the  Resident  at  Hyderabad,  disallowing  the 
claims  advanced  by  the  Nizam  on  account  of  alleged  co-operation  in  the  cam- 
paigns directed  against  Kurnool  and  Goomsoor. 

We  have,  &c. 
(signed)         John  Lawrence. 
H.  Maine. 
W.  Grey. 
G.  N.  Taylor. 
W.  N.  Mousey. 
_  H.  M.  Durand. 

From  A.  J.  Arhuthnotj  Esq.,  Chief  Secretary  to  Government,  Fort  St.  George, 
to  the  Secretary  to  the  Government  of  India,  Foreign  Department  (No.  8), 
dated  the  15th  March  1867. 

I  AM  directed  by  the  Governor  in  Council  to  acknowledge  the  receipt  of  your 
letter*  of  the  14th  ultimo,  calling  for  information  as  to  the  exact  extent  of 
military  assistance  rendered  by  the  Hyderabad  Government  in  the  campaigns  of 
1835,  1836  and  1839  respectively. 

2.  On  reference  to  the  records  of  this  Government  it  appears  that  the  aid 

1  n"^™FH^"ic       rendered  by  his  Highness  the  Nizam  in  the  Goomsoor  campaign 

2  Mootoosuddifts?*  Consisted  of  a  detachment  of  horse  of  the  strength  noted  in  the 
2  Chupprassies.      margin,  while  the  Madras  troops  consisted  of — 


17th  Native  Infantry. 

A  wing  of  the  2l8t  Native  Infantry. 

43rd  Native  Infantry. 

49th      -       ditto. 

50th      -       ditto. 

A  detachment  of  Sappers  and  Miners. 


uppt 
10  Dooley  Bearers, 

Details  of  Artillery. 

A  Havildar's  party  of  2nd  Light  Ca- 
valry, 

A  detachment  of  3rd  Regiment  of 
Light  Infantry. 

The  6th  Kegiment  Native  Infantry. 

A  wing  of  the  14th       -       ditto. 

3.  In  the  campaign  against  Kurnool  in  1839  a  risala  and  a  half  of  the  Nizam*s 
cavalry,  numbering  about  700  rank  and  file,  was  sent  by  the  Resident  at  Hyder- 
abad to  that  part  of  the  Nizam's  country  which  is  opposite  to  Kurnool,  mainly 
to  prevent  the  escape  of  the  Nawab  of  Kurnool  to  the  northward  and  to  save 
the  Nizam's  villages  from  being  plundered  by  the  Arabs,  Rohillas  and  Pathaa 
followers  of  the  Nawab.  This  force  did  not  cross  the  Toombudrah  river,  and 
consequently  took  no  part  in  the  action  at  Zorapore,  at  which  the  Nawab  of 
Kurnool  was  captured,  but  it  is  understood,  though  there  is  nothing  on  record 
on  this  point,  that  the  Nizam's  cavalry  rendered  some  service  in  cutting  up  a 
few  of  the  fugitive  Arabs  and  Rohillas  who  succeeded  in  crossing  to  the  Hyder- 
abad side  of  the  river. 

The  British  force  employed  at  Kurnool  was  as  follows : — 


Detachment  of  F.  Troop  Horse  Ar- 
tillery. 
1  Squadron,  13th  Lieht  Dragoons. 
1      ditto,       7th  Light  Cavahry. 
1  Company  Foot  Artillery. 

4.  Copies  of  the  Papers*  noted  below  are  enclosed. 


Detachment  of  Sappers  and  Miners. 
2  Companies,  Her  Majesty's  39th  Regi- 
ment. 
34th  Regiment  or  C,  Light  Infantry. 


General  Orders. 

Head  Quarters,  Choultry  Plain,  8th  March  1837. 

The  Right  Honourable  the  Governor  in  Council  having  addressed  the  subjoined 
orders  to  his  Excellency  the  Commander-in-Chief  to  be  published  to  the  army, 
they  are  accordingly  published  in  Military  Orders. 

• 

*  General  Order  by  the  Right  Honourable  the  Governor  in  Council,  dated  4th  March  1837. 
Letter  from  the  Officiating  Resident  at  Hyderabad  to   the  Chief  Secretary  to  Goyemment,  Fort 
St.  George,  dated  the  Ist  September  1889. 
General  Order  by  the  Right  Honourable  the  Governor  in  Council^  dated  26th  October  1889. 
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General  Ohders  by  the  Right  Honourable  the  Governor  in  Council,  Fort 

St.  George,  4  March  1837. 

No.  43  of  1837. — By  reports  lately  received  from  the  Honourable  Mr.  Russell, 
Commissioner,  and  Brigadier  General  Taylor,  commanding  the  northern  division 
of  the  army,  the  Ri^ht  Honourable  the  Governor  in  Council  has  had  the  satis- 
faction of  learning  tnat  the  portion  of  tlie  Ganjam  district  lately  disturbed  has 
been  restored  to  such  a  state  of  peace  and  security  as  to  admit  of  the  withdrawal 
of  all  the  troops,  excepting  those  to  be  permanently  stationed  in  the  district. 

The  following  are  the  troops  that  have  been  actively  employed  on  field  service 
in  this  district,  since  the  commencement  of  hostilities  in  November  last. 


Regiments  and  Detachments. 


Artillery,  Details  of     -        -        -        •        - 

Nizam's  Horse,  Detachment  .        -        - 

2nd  Light  Cavalry,  Havildar's  party. 

8rd  Regiment,  Light  Infantry,  Detachment  of 

6tli  Regiment     ------ 

14th  -  ditto  -  Wing  of        •        -        -        - 

17th  -  ditto 

2l8t  -  ditto  -  Wing  of        -        -        -        - 

48rd  .  ditto 

49lh  -  ditto 

50th  -  ditto 

Sappers  and  Miners,  Detachment  of     -        - 


Commanded  by. 


Captain  Geils.* 
Captain  Byam, 

Lieutenant  Allan. 
Lientenant  Colonel  Hodgson. 
Lieutenant  Walker, 
Major  Watson, 
Major  Newell. 
Lieutenant  Colonel  Noble. 
Lieutenant  Colonel  AWes, 
Major  Walter. 
Lieutenant  Smythe.* 


The  Right  Honourable  the  Governor  in  Council  has  observed  with  high 
approbation  the  exemplary  conduct  of  all  the  troops  employed  in  the  late  arduous 
and  harassing  service,  their  patient  endurance  of  extraordinary  fatigue  and  priva- 
tions, and  the  gallant  and  resolute  spirit  with  which  they  executed  every  enter- 
prise to  which  they  were  led  by  their  oflScers,  whose  activity  and  energy  have 
been  conspicuous. 

The  49th  Regiment  deserves  particular  notice.  This  corps  was  the  first  to 
enter  Gooinsoor  at  the  commencement  of  the  rebellion  in  September  1835, 
accompanied  by  the  8th  Regiment  (both  under  the  command  of  the  late  lieu- 
tenant Colonel  Hodgson),  and  suffered  severely  from  fever  brought  on  by  the 
harassing  duties  it  had  to  perform  until  the  month  of  June  1836,  when  it  returned 
to  cantonment  at  Berhampore.  On  the  first  intimation  that  hostilities  were 
likely  to  re-commence  in  the  month  of  November  foUowinjj,  this  regiment  came 
forward  for  the  service  bodily,  and  with  a  spirit  which  reflects  the  highest  credit 
on  it,  and  is  a  proof  of  the  high  state  of  discipline  it  is  in,  the  attachment  of  the 
men  to  the  service,  and  the  admirable  management  of  the  European  officers  of 
all  ranks,  in  inspiring  their  men  with  these  feelings. 

The  8th  Regiment  suffered  so  much  from  the  severe  and  incessant  duties 
it  had  to  perform  during  the  first  campaign,  that  it  was  thought  proper  not 
to  permit  it  to  take  the  field  again ;  but  the  Right  Honourable  the  Governor  in 
Council  feels  that  it  would  be  wanting  injustice  to  that  regiment  and  its  gallant 
leader,  the  late  Lieutenant  Colonel  Muriel,  were  its  services  to  be  passed  over  iu 
silence. 

Tlie  detachment  of  the  3rd  Regiment,  Light  Infantry,  under  the  command  of 
Lieutenant  and  Adjutant  Allan,  consisting  of  two  complete  companies,  is  also  de- 
serving of  notice,  as  being  composed  of  volunteers,  notwithstanding  what  the 
regiment  had  suffered  before  in  the  Ganjam  district  and  Kimedy. 

The  party  of  his  Highness  the  Kizam's  Horse,  under  Captain  Byam,  likewise 
merits  special  notice:  in  order  that  he  might  be  in  time  to  join  before  the  com- 
mencement of  hostilities.  Captain  Byam  made  a  march  of  588  miles  in  31  days, 
and  brought  his  men  and  horses  to  the  frontier  of  Goomsoor  fresh  and  perfectly 
efficient;  his  services  and  theirs  were,  during  the  time  they  were  employed, 
fatiguing  and  incess«int,  but  were  performed  with  unwearied  zeal  and  alacrity, 
greatly  to  their  own  cr<  dit,  and  to  the  benefit  of  the  public  interests. 

The  Coniniissaiiat  also  deserves  particular  notice  ;  the  arrangements  made  by 
this  Department  for  the  supply  of  provisions  to  the  numerous  detachments 

spread 

°  Vide  45  of  1837,  14th  March  1887. 

Digitized  by  VjOOQ IC 


q6  correspondence  relative  to 

spread  over  a  wide  extent  of  country,  ao^  through  different  passes,  have  been 
most  effective,  and  speak  highly  for  the  management  of  the  Commissariat  under 
the  supervision  of  Lieutenant  Colonel  Tul loch. 

The  Right  Honourable  the  Governor  in  Council  has  observed  with  great  satis- 
faction the  report  made  by  Brigadier  General  Taylor,  of  the  highly  meritorious 
conduct  of  the  Medical  Department  with  the  Goomsoor  force,  especially  of  the 
exertions  of  Acting  Superintending  Surgeon  G.  B.  M^Donell,  and  bis  deputy, 
Assistant  Surgeon  Comming,  which,  both  at  the  field  hospital  and  in  other 
situations,  were  laborious  in  the  extreme,  unremitting  and  successful ;  as  well  as 
his  mention  of  the  abilities  and  devotedness  to  their  profession  displayed  by 
Assistant  Surgeons  Eyre,  Kelly,  J.  Fuller,  Bedwell,  and  J .  Shaw. 

The  Right  Honourable  the  Governor  in  Council  has  also  observed  with  great 
pleasure  the  terms  of  unqualified  praise  in  which  Brigadier  General  Taylor 
mentions  the  services  of  Majors  Butterworth  and  Hitchins,  who  were  respectively 

£  laced  under  his  orders  in  the  Quartermaster  General's  and  Adjutant  Generars 
departments. 

The  Right  Honourable  the  Governor  in  Council  desires  to  express  to  Brigadier 
General  Taylor  the  thanks  of  Government  for  his  personal  exertions  in  the 
exercise  of  the  general  military  control,  and  for  the  able  assistance  he  has  on 
all  occasions  rendered  to  the  Honourable  Mr.  Russell.  The  Right  Honourable 
the  Governor  in  Council  is  satisfied  that  the  service  has  been  greatly  promoted 
by  his  presence  in  camp  with  Mr,  Russell,  by  which  every  exigency  was  im- 
mediately provided  for ;  and  has  observed  witlj  much  satisfaction  the  good 
feeling  which  has  existed  between  the  military  and  civil  officers  employed  in  the 
operations. 

To  Brigadier  Anderson  commanding  the  Goomsoor  Field  Force,  the  thanks 
of  Government  are  due  for  the  support  and  assistance  he  has  always  afforded  to 
Brigadier  General  Taylor  and  the  Commissioner,  and  for  his  zealous  exertions  in 
the  cause  generally. 

(signed)         Hy.  Chamkr, 

Chief  Secretary. 


Extract  from  the  Minutes  of  Consultation  of  the  Right  Honourable  the 
Governor  in  Council,  under  date  the  4th  March  1837. 

The  Right  Honourable  the  Governor  in  Council  cannot  permit  this  oppor- 
tunity to  pass  without  recording  his  sense  of  the  Honourable  Mr.  Russell's 
devotion  to  the  public  interests,  in  having,  though  at  great  inconvenience  to 
himself  and  family,  proceeded  to  the  Ganjam  district,  and  directed  in  person  the 
measures  by  which  the  rebellion  in  that  district  has  been  brought  to  a  termination^ 
thereby  voluntarily  exposing  himself  to  great  labour,  trouble,  and  personal  risk, 
tyhen  his  official  situation  exempted  him  from  undertaking  those  arduous  and 
responsible  duties. 

Those  duties  having  now  been  brought  to  a  happy  and  successful  issue, 
the  Right  Honourable  the  Governor  in  Council  performs  a  gratifying  duty  in 
acknowledging  the  meritorious  services  rendered  by  the  Honourable  Mr.  Russell. 
The  whole  of  his  conduct  in  the  discharge  of  the  highly  imporiant  trust 
confided  to  him,  has  met  with  the  unqualified  approbation  of  Government. 
The  intelligence,  judgment,  and  prudence  with  which  his  measures  have  been 
planned,  the  ability,  energy,  and  firmness  with  which  they  have  been  pix>secuted^ 
and  the  success  with  which  they  have  been  carried  into  effect,  reflect  the  highest 
credit  upon  him.  He  has  vindicated  the  authority,  and  upheld  the  character  of 
Government  in  a  manner  which  has  already  produced  the  most  salutary  results, 
and  caused  an  impression,  which  it  is  hoped  will  be  of  permanent  efficacy  in 
restraining  excesses  such  as  those  by  which  this  part  of  the  country  has  been 
lately  disturbed,  and  preserving  peace  and  order* 

The  Right  Honourable  the  Governor  in  Council  considers  Mr.  Stevenson, 
the  Collector  and  Magistrate  of  Ganjam,  and  Captain  Campbell,  of  the  41st 
Regiment  Native  Infantry,  at  first  Secretary  to  the  Commissioner,  and  afterwards 
Assistant  to  the  Collector  and  Magistrate  of  Ganjam,  to  be  entitled  to  high 
commendation  for  their  zealous  and  efficient  co-operation  with  the  Honourable 
Mr.  Russell  on  all  occasions,  and  he  observes  with  much  pleasure  the  approbation 

expressed 
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expressed  by  Mr.  Russell  of  the  services  of  Captain  Macdonald^  both  as  Deputy 
Judge  Advocate  General  in  conducting  the  trials  of  the  rebels,  and  as  Secretary 
to  himself. 

(A  true  copy.) 

(signed)         Hy.  Ckcnnier, 

Chief  Secretary. 
By  order  of  the  Commander  in  Chief, 

T.  H.  S.  Conway, 
Acting  Adjutant  General  of  the  Army. 


From  /.  S.  Fraser,  Esq.,  OflBciating  Resident,   Hyderabad,  to  the  Chief 
Secretary  to  Government,  Fort  St.  George,  dated  1st  September  1839. 

I  HAVB  the  honour  to  state,  for  the  information  of  the  Government  of  Fort 
St.  George,  that  in  consequence  of  the  probability  of  approaching  hostilities 
■with  the  Nabob  of  Kurnool,  and  the  risk  there  may  be  that  he  v^rill  endeavour 
to  escape  towards  the  northward  through  the  Nizam's  territory,  and  that  at  all 
events  his  Arab,  Pathan,  and  Rohilla  follovi^ers  are  very  likely,  on  the  fall  of 
Kurnool,  to  cross  the  river,  and  either  plunder  the  Nizam's  villages,  or  by  taking 
service  with  the  troublesome  zemindars  of  this  country,  increase  the  very  evil 
v^hicli  it  had  been  so  long  our  object  to  diminish,  I  have,  as  a  measure  of  pre- 
caution, and  with  the  entire  assent  and  concurrence  of  the  Minister  of  this  State, 
ordered  a  risala  and  a  half  of  the  Nizam's  Cavalry  from  Mominabad,  amounting 
to  about  700  rank  and  file,  to  move  down  immediately  upon  that  part  of  the 
Nizam's  country  which  is  opposite  to  Kurnool,  from  which  parties  will  be  de- 
tached and  stationed  at  proper  places  eastward  along  the  northern  bank  of  the 
Kistnah,  as  far,  probably,  as  the  district  of  Kurnool  extends,  and  westward  in  a 
similar  manner  for  a  few  miles  along  the  northern  bank  of  the  Toombudra. 

2.  The  special  and  direct  object  of  this  measure  will  be  the  security  of  that 
part  of  the  Nizam's  dominions  ;  but  if  thought  desirable  by  the  Madras  Govern- 
ment, I  shall  be  happy  to  give  instructions  to  Lieutenant  Colonel  Blair,  who  virill 
command  the  party,  to  be  prepared  to  comply  with  any  requisition  he  may 
receive  from  Major  General  Wilson  for  the  assistance  and  co-operation  of  this 
force,  or  any  part  of  it,  even  beyond  the  river,  in  any  such  way  as  the  Mggor 
General  may  deem  advisable. 

3.  It  were,  in  my  opinion,  to  be  wished  that,  in  the  event  of  the  fall  of  Kurnool, 
and  the  garrison  of  that  place  being  made  prisoners,  the  Arab  portion  of  it 
should  be  marched  to  Bombay  and  removed  altogether  out  of  the  country,  as 
they  area  lawless  and  very  troublesome  description  of  troops  in  the  Native  States 
wherein  they  contrive  to  establish  themselves, 

4.  I  shall  at  all  events  be  glad  to  learn,  if  there  is  no  impropriety  in  my 
asking  for  the  information,  what  orders  the  Madras  Government  propose  giving 
to  Major  General  Wilson  for  the  ultimate  disposal  of  the  Arabs,  Rohillas,  Turks, 
and  Pathans  who  may  fall  into  his  power  on  the  capture  or  surrender  of  Kurnool, 
as  it  will  be  indispensably  necessary  for  this  State  to  keep  an  eye  upon  them  in 
the  event  of  their  being  liberated,  and  retiring,  as  they  no  doubt  will,  to  the 
Nizam's  country. 

5.  I  beg  to  take  this  opportunity  of  mentioning  that  I  have  received  informa- 
tion that  an  emissary  of  the  Nabob  of  Kurnool  arrived  at  Hyderahad  a  few  days 
ago  with  60,000  rupees  to  purchase  horses  for  his  master,  and  that  I  consider 
myself  justified,  under  all  the  circumstances  of  the  case,  to  demand  from  the 
Minister  the  detention  of  this  individual  and  the  seizure  of  his  money  for  the 
purpose  of  being  kept  in  temporary  deposit. 

6.  Orders  to  this  effect  were  in  consequence  given  immediately,  but  it  appears 
that  the  man  hastily  left  Hyderabad  to  return  to  Kurnool  three  days  ago, 
on  hearing  that  our  troops  had  marched  in  that  direction.  He  had  not  brought 
ready  money  with  him,  but  hoondees  drawn  at  Kurnool  upon  Sahoocars  in  this 
country. 

7.  I  am  happy  to  be  able  to  add,  that  I  have  this  moment  received  private  in- 
formation of  the  apprehension  of  lllihi  Buksh,  not  at  Kurnool,  where  I  thought 
be  was,  but  in  the  talook  of  Niigundah,  in  the  Nizam's  country,  and  that  he  is 
now  on  the  way  for  the  purpose  of  being  delivered  up  to  me. 
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8.  I  attach  considenible  importance  to  the  seizure  of  this  man,  as,  iodepend- 
eDtly  of  th«  known  fact  of  his  havin^r  been  recently  employed  as  a  messenger 
between  the  Nabob  of  Kiirnool  and  Mubariz-ood-Dowlah,  1  have  been  informed 
by  one  of  his  own  asssociates  that  he  was  the  person  who  excited  so  much  dis- 
turbance at  Bangalore  and  Cuddapaii  in  1832,  by  throwing  dead  pigs  into 
the  mosques  of  those  places,  and  that  in  iloing  so  he  acted  under  the  orders  of 
M  ubariz-ood-Dowlah. 


General  Order  by  Government,  No.  174,  dated  Fort  St.  George, 

25th  October  lS3d, 

The  Right  Honourable  the  Governor  in  Council,  in  directing  the  publication 
in  General  Orders  of  the  subjoined  Despatch  from  Lieutenant  Colonel  Dyce, 
commanding  a  detachment  of  the  Kumool  Field  Force,  while  he  laments  that  the 
humane  efforts  of  that  officer  to  prevent  bloodsJied  have  been  defeated  by  the  in- 
fatuation of  the  Nawab  of  Kumool'^  folio  wers^  cannot  refrain)  from  expressing  the 
high  sense  he  entertains  of  the  gallantry  and  soldier-like  conduct  displayed  by 
Lieutenant  Colonel  Dyce,  the  officers  and  men  of  the  detachments  in  the  attack 
upon  the  Durgah  at  Zorapore. 


Copy  of  a  Letter  from  Lieutenant  Colonel  A.  B.  Dyce^  34th  Light  Infantry, 
Commanding  Detachment  Field  Force,  to  the  Commissioners  for  the  Affairs 
of  Kumool ;  dated  Camp  near  Kurnool,  18th  October  1839. 

Agrxeablt  to  the  instructions  conveyed  in  your  commuuication  of  last 
Detachment  F.  Troop  Horse  Artaieiy,  evening,  I  biwe  the  honour  to  State  that  I  moved  at  daylight 
1  Squadron  I3th  Li^it  Dr^fooiia.  this  morning  with  a  detachment,  as  per  margin,  under  my  conb- 

i  CoSity  Ji^iS^'J^th  Onn     "^^^^  .'o^^--?  ^^^  "f^^  ^  Zorapore,  where  I  arriwd  at  half! 
Lascan  and  KarkiiaiMi.  past  SIX;,  and  halted  on  the  outskirts.     1  then  proceeded  into 

?*cSlrSiJ*^l^'*SBS^*3»A     ^^  village  accompanied  by  Captain  Balfour,  Major  of  Brigade 
R^mS?  *     ^  *  Artillery,  who  acted  as  my  staff  throughout  the  morning  ;  here 

34  Regiment  or  C.  L.  I.  I  had  an  interview  with  the  chiefs,  Yaseem  Kban,  Nowad  Khan, 

and  Ushreef  Khan,  when  the  terms*  offered  by  Government  were  distinctly 
expliiined  to  them  ;  after  some  discussion  they  appeared  satisfied,  but  wished  to 
confer  with  some  of  the  other  chiefs,  which  was  acceded  to.  They  returned  after 
some  time,  but  the  result  of  these  and  several  other  interviews  proved  unsuc- 
cessful ;  and  as  upwards  of  two  hours  had  now  elapsed,  I  determined  to  try  the 
effects  of  intimidation,  and  immediately  placed  the  troops  in  position  to  attack,  if 
necessary,  the  Durgah  and  stone  inclosure  occupied  by  the  Nawab  and  his 
followers;  this  produced  an  immediate  visit  from  the  before  named  parties, 
accompanied  by  several  others,  and  among  them  the  Rohillah  Shah  Wully 
Khan,  who  seemed  chiefly  to  direct  the  negotiation. 

On  this  occasion  (anxious  to  avoid  unnecessary  bloodshed)  I  again  used  every 
endeavour  to  induce  them  to  agree  to  the  terms  offered,  pointing  out  the  in- 
evitable consequences  of  refusal,  but  in  vain ;  the  conduct  of  Shah  WoUy  Khan 
amounted  to  extreme  in:K)lence,  and  he  distinctly  avowed  his  determination  that 
the  Nawab  should  not  surrender  unless  I  would,  on  the  spot,  adjust  all  claims 
of  arrears  of  pay,  and  furnish  them  with  passports  to  proceed  to  Mecca,  stating 
that  the  paper,  alluding  to  the  communication  addressed  to  him  and  the  other 
cliiefs  by  the  Commissioners  (whidi^  I  should  here  remark,  he  positively  refused 
to  receive),  was  useless,  and  that  he  placed  no  faith  in  promises^  The  party 
then  withdrew  to  the  Durgah,  and  did  not  again  make  their  appearance. 

After  this  there  a{)peared  to  be  considerable  commotion  at  the  Durgah,  and 
parties  of  the  enemy  moved  out  and  lined  the  walls ;  three  hours  and  a  quarter 
having  now  elapsed  I  sent  the  Persian  moonshee,  Abdul  AUy^  to  beg  the  chiefs 
would  consider  the  terms  offered,  and  accede  to  them,  or  that  1  should  be 
obliged  to  attack  them :  to  this  they  replied,  "  Attack  us;  we  also  are  ready.** 
I  now  ordered  the  guns  to  open,  which  was  done  with  admirable  effect  by  M^ijar 
Bond,  and  which  was  instantly  returned  by  a  very  heavy  fire  of  musketry  and 
ginjals  from  every  direction ;  finding  the  enemy  determined  to  hold  his  position 

behind 

*  The  tersia  tendered  to  the  £>rejgn  iroops  near  Zorapore  w«re  a  guarantee  for  the  payment  of 
all  arrears  which  might  be  due  to  them^  and  passports  to  enable  them  to  proceed  to  their  ««« 
countiy  with  security  of  life  and  property. 
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behind  the  strong  stone  walls  at  which  he  had  taken  post,  I  charged  and  drove 
them  out  at  the  point  of  the  bayonet.  The  struggle  at  the  Durgah  and  inclosures 
was  for  some  minutes  very  desperate  and  hand-to-hand,  the  men  confining  them- 
selves almost  entirely  to  the  bayonet  opposed  to  the  swords  and  daggers  of  the 
Rohillas  and  Arabs. 

The  conduct  of  the  detachment  of  Her  Majesty's  39th  Regiment  was  such  as 
always  characterises  British  soldiers,  but  nothing  could  exceed  the  behaviour  of 
the  34th  Regiment  L.  I.  I  beg  particularly  to  bring  to  the  notice  of  superior 
authority  the  conspicuously  gallant  conduct  of  Lieutenant  Colonel  Wright,  of 
Her  Majesty's  39th  Regiment,  who  has  been  dangerously  wounded ;  of  Major 
Bdnd>  commanding  the  batteries ;  of  Major  Montgoraerie,  commanding  detach- 
ment cavalry;  of  Major  Armstrong,  34th  C.  L.  I.,  who  himself  seized  the 
Nawab;  and  of  Captain  Balfour,  B.  M.  of  artillery,  who  acted  as  my  staff 
throughout  the  morning,  and  for  whose  exertions  and  assistance  I  feel  much 
indebted.  The  loss  of  the  enemy  has  been  severe,  and  the  bodies  of  the  Rohilla 
Chiefs,  Shall  VVuUy  Khan  and  Noor  Khan,  and  of  the  Arab  Jamadar,  Shaik  Saeed, 
have  been  recognised  among  the  killed. 

The  Pathan  Chief,  Ushreef  Khan,  and  98  prisoners  have  been  brought  into 
camp. 

The  cavalry  having  been  employed  in  cutting  off  and  securing  fugitives  were 
not  under  my  immediate  observation,  but  Ms^or  Montgomerie,  who  commanded 
them,  has  reported  in  the  highest  terms  of  the  conduct  of  officers  and  men, 
more  particularly  of  Captain  Lawrence,  7th  Light  Cavalry ;  of  Lieutenant 
Cameron,  Her  Majesty's  1 3th  Dragoons,  and  of  Cader  Hoossein,  subadar,  7th 
Light  Cavalry. 

I  beg  also  to  report  that  Captain  Pears,  tlie  Commanding  Engineer,  was  with 
me  the  whole  time,  and  that  Lieutenant  Ouchterlony,  of  the  Engineers,  in  a 
personal  encounter  with  some  of  the  enemy,  has  been  severely  wounded. 

A  number  of  elephants,  horses,  treasure,  and  other  property  have  been  cap- 
tured, a  list  of  which  1  shall  do  myself  the  honour  to  forward  as  soon  as  the 
committee  now  sitting  closes  its  proceedings.  A  return  of  killed  and  wounded 
is  herewith  enclosed. 


Keturw  of  Casualties  of  the  Detachment  of  the  Field  Force  under  the  Command 
of  Lieutenant  Colonel  Archibald  Dyce^  at  the  Village  of  Zurapore^  oiji  the  18th  day  of 
October  1839. 

Killed. 

Her  Majesty's  39th  Regiment. — 1  Lieutenant,  1  Seijeant,  and  1  Private  (European), 

34th  Regiment  Light  Infantry, — 1  Sepoy. 

Total  killed. — 1  Lieutenant,  1  Serjeant,  I  Private  (European)  and  1  Sepoy. 

Wounded. 
Engineers. — 1  Lieutenant. 

Artillery. — 3  Sepoys,  1  hearse,  and  1  bullock. 

Her  Majesty's  39th  Regiment. — 1  Lieutenant  Colonel  and  8  Privates  (European). 

34th  Regiment  Light  Infantry. — 1  Lieutenant,  1  Jemadar,  1  Naique,  and  7  Sepoys. 

Total  wounded. — 1  Lieutenant  Colonel,  2  Lieutenants,  1  Jemadar,  1  Naique,  8  Privates 
(European),  10  Sepoys,  1  horse,  and  1  bullock. 

Missing. 
Her  Majesty's  13th  Light  Dragoons.  — 1  Private  (European).* 

Total  killed,  wounded,  .and  missing. — 1  Lieutenant  Colonel,  3  Lieutenants,  1  Jemadar^ 
1  Serjeant,  1  Naique,  10  Privates  (European),  11  Sepoys,  1  horse,  and  1  bullock. 

Officers'*  Names.  ' 

Killed. — ^Lieutenant  Thomas  White,  Her  Majesty's  39th  Regiment. 

Wounded. — Lieutenant  Colonel  Thomas  E.  Wright,  Her  Majesty's  39th  Regiment, 
dangerously;  Lieutenant  Edmund  John  Yates,  of  the  34th  Regiment  Light  Infantry, 
severely  and  dangerously  wounded,  since  dead ;  Lieutenant  John  Ouchterlony,  of  the 
Engineers,  severely  wounded;  Jemadar  Sevonimdum,  of  the  34th  Regiment  Light 
Infantry,  slightly  wounded. 

(signed)        A.  B.  Dyce^  Lieut  Col., 

Comdg.  Detcht.  Field  Force. 

*  Drowned  in  the  Toombudrah. 
29.  B  3 

Digitized  by  VjOOQ IC 


30  CORRESPONDENCE  RELATIVE  TO 

(Political.— No.  103.) 

The  Secretary  of  State  for  India  to  the  Governor  General  of  India  in  Council. 

India  Office,  31  May  1867. 
Para.  1.  I  have  to  acknovi^ledge  the  receipt  of  your  Excellency's  letters  of  the 
14th  February,  No.  30,  and  9th  of  April,  No.  67,  of  1867,  forwarding  corres- 
pondence relative  to  a  proposition  by  uhich  his  Highness  the  Nizam  desired  to 
obtain  restoration  of  those  districts  in  Berar  which  are  at  present  held  by  the 
British  Government  in  trust  for  the  payment  of  the  Hyderabad  Contingent,  and 
the  other  charges  specified  in  Article  6  of  the  Treaty  of  1860. 

2.  You  have  shown  that  the  debts  which  the  Hyderabad  Durbar  alleges  to  be 
due  from  the  British  Government  to  his  Highness  the  Nizam,  and  which  his 
Highness  alleges  as  a  ground  for  his  present  application,  have  no  existence.  I 
entirely  concur  in  your  reasoning  upon  this  point. 

3.  As  regards  the  claim  set  up  by  tlie  Nizam,  to  share  equally  with  the  British 
Government  in  the  expected  lapse  of  the  Mysore  State,  while  Her  Majesty's 
Government  cannot  admit  that  the  Nizam  has  any  reversionary  rights  in  the 
Mysore  territory,  it  is  at  present  sufficient  to  observe  that  the  claim  put  forward 
by  Sir  Salar  Jung  is  founded  upon  an  hypothesis  which  is  incorrect,  and  it  is 
wholly  unnecessary  therefore  to  enter  upon  any  discussion  of  it. 

I  have  &c. 
(signed)         Stafford  H.  Northcote. 


Extract  from  Colonel  DavidsorCs  Administration  Report  for  1860-61. 

Section  VIIL — Political. 

71.  With  a  view  to  simplify  the  arrangement  of  the  two  Governments,  to 
determine  certain  matters  not  dealt  with  in  the  Treaty  of  1853,  and  to  give  all 
possible  solemnity  to  certain  acts,  marking  the  high  esteem  in  which  his  High- 
ness the  Nizam  is  held  by  Her  Majesty  the  Queen,  modifications  of  that  Treaty 
to  the  following  purport,  agreed  upon  between  the  Viceroy  and  Governor  Gene- 
ral on  behalf  of  Her  Majesty,  and  the  Nawab  Ufzul-ood-Dowlah  A  soph  Jah 
Bahadoor,  were  ratified  by  his  Excellency  the  Viceroy  and  Governor  General  on 
the  31st  dav  of  December  1860. 

72.  The  territory  of  Shorapore  was  ceded  in  full  sovereignty  to  his  Highness 
the  Nizam  ;  the  debt  due  by  his  Highness  to  the  British  Government,  amounting 
to  almost  (60)  fifty  lakhs  of  Hyderabad  rupees,  was  cancelled ;  all  account  of 
the  receipts  atid  expenditure  of  the  assigned  districts,  for  the  past,  present  or 
future,  his  Highness  agreed  to  forego ;  but  the  British  Government,  on  their 
part,  stipulated  to  pay  to  his  Highness  any  surplus  revenue  that  may  hereafter 
accrue  after  defraying  the  expenses  of  the  Hyderabad  Contingent  and  of  other 
charges  guaranteed  under  the  Treaty  of  1853,  together  with  all  future  cost  of 
administration,  the  amount  of  such  cost  being  entirely  at  the  discretion  of  the 
British  Government. 

73.  To  provide  for  these  payments,  such  additional  districts,  adjoining  those 
already  assigned  to  us  in  Berar,  as  would  suffice  to  make  up  a  present  annual 
gross  revenue  of  32  lakhs  of  rupees,  British  currency,  were  to  be  held  in  trust 
by  the  British  Government ;  all  the  districts  in  excess  of  this  assignment 
hitherto  administered  by  us  in  the  Raichore  Doab  and  on  the  western  frontier  of 
the  Nizam's  dominions,  being  restored  to  his  Highness. 
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74.  The  estimated  financial  result  of  this  arrangement  is  as  follows : — 


Districts  Restohed  to  his  Highness  the  Nizam  : 

Dharaseo  District^i,  exclnsire  of  village  expenses 
Raichore  Doab    -    •    ditto    •    -    ditto        •        •        • 
Shorapore  Territory  *    ditto    -    -    ditto        -        .        - 

Total    -    - 


Rs. 


Deduct  12}  per  cent,  allowed  by  the  Native  Goveniment  for  ma- 
nagement of  their  Districts    ------- 


Net  Revenue    - 


.    Rs. 


DiSTBiOTS  Received  from  his  Highness  the  Nizam  : 

Rs. 
Crown  Lands  and  other  Territory  in  East  Berar  - 
Ditto    -    -    -    ditto    -    -    -      West  Berar- 
Districts  on  the  Paeen  Gunga  River    -        -        - 


a.  p. 

4,86,089     -  8 

1,68,069  11  8 

1„66,776     1  1 


Net  Increase  to  his  Higghness  the  Nizam's  Annual  Revenue     -     Rs. 
Or,  in  Hyderabad  currency  (at  21  per  cent.)      -        -        •    Rs. 


Annual  Revenue. 

British  Currency 
Rupees. 


Rs. 
8,10,861 
18,25,001 
8,20,177 

a. 

14 

8 

1 

11 

4 
7 

24,56,940 

8 

10 

3,07,117 

8 

6 

21,49,822  11     4 


8,20,838  13     5 


13,18,988   13  11 


16,08,076     8     6 


75.  Thus,  besides  the  remission  of  the  debt  due  to  the  British  Government, 
amounting  to  about  50  lakhs  of  Hyderabad  rupees,  the  restoration  of  these 
districts  benefits  his  Highness  by  more  than  16  lakhs  of  Hyderabad  rupees  per 
annum. 

76.  The  liberality  thus  manifested  towards  his  Highness  the  Nizam  induced 
the  expectation  that,  retaining  the  titular  sovereignty  of  the  Berar  provinces,  his 
Highness  would  readily  concede  to  the  British  Government  an  unreserved  con- 
trol over  the  revenues  then  or  thereafter  to  be  derived  from  them.  But  the 
Nizam^s  apprehensions  that,  by  renouncing  all  claim  to  any  surplus  revenue  that 
miftht  accrue,  he  would  be  virtually  relinquishing  all  his  rights  to  these  districts, 
and  be  regarded  by  his  subjects  and  the  surrounding  States  as  having  alienated 
in  perpetuity  the  fairest  portion  of  his  ancestral  dominions,  rendered  the  propo- 
sition so  evidently  distasteful  to  his  Highness  that  it  was  withdrawn. 

77.  The  administration  of  the  Berar  districts  by  the  Nagpore  Commission 
presented  advantages  of  economy  and  convenience,  should  our  Government 
obtain  the  surplus,  and  this  was  consequently  a  measure  which  the  British 
Government  were  desirous  to  effect.  But  on  this  point  his  Highness  the  Nizam 
was,  perhaps  more  than  on  any  other,  inflexible.  He  chafed  at  the  idea  of  these 
provinces  being  annexed  to  a  Mahratta  State  (though  under  British  rule)  from 
which  his  ancestors  had  wrested  them  after  years  of  contention.  The  hereditary 
hatred,  the  implacable  mistrust  and  jealousy  which  have  so  long  existed  between 
the  Mahomedan  and  the  Mahratta,  are  strong  as  ever  at  the  Hyderabad  Durbar. 
His  Highness  also  urged  that  while  his  districts  were  administered  by  the  British 
Resident  at  Hyderabad,  they  were  administered  by  an  officer  of  his  own  court, 
with  whom  he  had  constant  opportunities  of  communication,  and  with  whom  he 
could  advise  or  remonstrate ;  that  his  honour  and  dignity  as  a  sovereign  were 
thus  not  only  preserved  in  reality,  but  remained  unimpaired  in  the  estimation 
of  both  friends  and  enemies.  Many  other  arguments  were  also  advanced, 
especially  the  views  of  his  late  father  when  urged  upon  this  point  during  the 
negotiation  of  1853,  and  his  Highnesses  objections  to  this  proposal  were  also 
acquiesced  in. 

78.  While  these  concessions  and  restoration  of  territory  have  been  gratifying 
to  his  Highness  the  Nizam,  the  British  Government  have  derived  no  incon- 
siderable advantages  from  the  recent  arrangements.     The  inconvenient  strip  of 

29.  B  3  land 
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32  CORRESPONDENCE— CESSION  OF  BERAR. 

land  belonging  to  the  Nizam  on  the  left  bank  of  the  Godavery  and  its  conflueuts, 
containing  the  talooks  of  Sironcha,  Albaca,  Cherla,  Rackapully^  and  Budra^ 
chullum,  so  necessary  to  us  to  secure  the  uninterrupted  control  of  the 
hydraulic  works  on  the  Godavery,  has  been  ceded  to  the  British  Government 
in  perpetuity, 

79.  The  navigation  of  the  Godavery  to  its  junction  with  the  Pranheeta,  and 
of  the  Wurdah  and  Pranheeta  rivers,  has  been  declared  free,  and  all  transit  and 
customs  duties  have  been  abolished. 

80.  Land  in  the  Raichore  Doab  for  the  railway  and  Madras  Irrigation 
Company  has  been  gunranteed,  and  the  Hyderabad  Durbar  have  stated  that  they 
will  be  prepared  to  give  land  elsewhere  in  the  Hyderabad  territory  for  similar 
purposes. 

81.  The  Minister  Salar  Jung  has  recently  placed  6,000  rupees  at  the  disposal 
of  the  Great  Peninsular  Railway  Company  for  the  survey  of  a  line  of  rail  between 
Sholapoor  and  Hyderabad. 

82.  Magisterial  powers  within  the  railway  fences  have  been  conferred  by  the 
Hyderabad  Government  on  British  officers  residing  within  their  territory. 
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EAST  INDIA  (BOMBAY  BANKS). 


RETURN  to  fin  Address  of  the  Honourable  The  House  of  Commons, 
dated  21  Febraarj*  1868 ;— 3/or, 


*^  COPY  or  Extracts  of  Correspondence  between  the  Secretary  of  State 
for  India  and  the  Bombay  Government,  connected  with  the  Liquidation 
of  the  Old  and  the  Reconstruction  of  the  New  Bank  of  Bombay/' 


India  Office,      1  T.  L.  SKCCOMBE, 

28  February  1868./  Financial  Secretary. 


{Mr.  Nicol) 


Ordered,  by  The  House  of  Commons^  io  be  Printed, 
9  March  1 868. 
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COPY  or  Extracts  of  Corhespondence  between  the  Secretary  of  State  for 
India  and  the  Governments  of  India  and  Bombay  connected  with  the  Liqui- 
dation of  the  Old  and  the  Reconstruction  of  the  New  Bank  of  Bombay. 


(Financial.— No.  42.) 
To  His  Excellency  the  Right  Honourable  the  Governor  in  Council,  Bombay. 

Sir,  India  Office,  London,  2  June  1865. 

1.  I  FORWARD  herewith  copy  of  a  letter  from  the  manager  of  the  Agra  and 
Masterman's  Bank^  relative  to  advances  stated  to  have  been  made  by  the  Bank  of 
Bombay  on  shares  of  certain  joint-stock  companies  which  are  not  guaranteed  by 
Oovemment. 

2.  I  observe,  on  reference  to  the  charters  of  the  banks  at  the  three  Presi- 
dencies, that  although  the  banks  of  Bengal  and  Madras  have  not  the  power  to 
make  advances  of  that  nature,  the  Bank  of  Bombay  has  been  empowered  to 
advance  or  lend  money  on  the  shares  "  of  public  companies  in  India,"  irre- 
spective of  any  Government  guarantee. 

3.  I  see  no  ground  on  which  powers  which  have  not  been  granted  to  the  banks 
of  Bengal  and  Madras  should  be  conceded  to  the  Bank  of  Bombay. 

4.  You  will  therefore  take  the  earliest  opportunity  of  restricting;  that  bank 
to  the  same  business  authorised  to  be  transacted  by  the  banks  of  Bengal  and 
Madras ;  and,  in  the  meantime,  measures  should  be  adopted  to  check,  as  far  as 
possible,  by  means  of  the  directors  appointed  by  you,  advances  of  the  nature 
referred  to. 

I  have,  &c. 
(^signed)         C.  Wood. 


The  Agra  and  Mastennan's  Bank  (Limited), 
Nicholas-lane,  Lombard-street, 
Sir,  London,  15  May  1865. 

I  am  ordered  by  the  court  of  directors  to  acquaint  you  that  mey  have  received 
advice  from  the  manager  of  the  branch  of  this  bank  in  Bombay,  that  the  Bank  of 
Bombay  has  resolved  to  make  advances  on  the  deposit  of  shares  in  the  Back  Bay  Recla- 
mation Scheme,  and  on  shares  in  other  joint  stock  companies. 

The  Back  Bay  Reclamation  Scheme  is  so  notorious,  that  I  need  only  say  the  present 
nominal  value  of  each  share  is  30,000  rupees,  of  which  5,000  rupees  have  actually  been 
paid  up,  and  the  remainder,  or  25,000  rupees,  is  premium  thereon. 

It  is  alleged  that  the  Bank  of  Bombay  intend  to  advance  at  the  rate  of  25,000  rupees 
per  share. 

According  to  the  charter  of  the  Bank  of  Bombay,  the  Governor  in  Council  is  em- 
powered to  nominate  (and  remove  from  time  to  time)  three  directors  to  superintend  that 
mstitution. 

The  Bank  of  Bombay  is  entrusted  with  the  agency  of  the  currency  circulation,  and 
with  the  custody  of  Grovemment  funds. 

The  directors  apprehend  that  the  Bank  of  Bombay  has  exceeded  the  powers  conferred 
by  the  charter  in  making  the  advances  I  have  described,  and  they  deem  it  their  duty  to 
bring  the  matter  to  your  notice. 

I  have,  &c. 
(signed)         W.  Balfour^ 
The  Right  Hon.  Sir  Charles  Wood,  Bart,  H.P.,  General  Manager. 

Secretary  of  State  for  India. 
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2  CORRESPONDENCE,  &c.  RELATIVE  TO  THE 

(Financial  Department. — No.  110  of  1866.) 

To  the  Right  Honourable  Sir  Charles  Wood,  Bart.,  m.p.,  Secretary  of  State  for 

India. 
Sir,  Simla,  1  July  1865. 

We  have  the  honour  to  report  that,  on  the  receipt  of  a  telegram  from  Sir 
Bartle  Frere  to  his  Excellency  the  Governor  General,  dated  1 5th  June,  stating 
the  great  danger  of  the  Bank  of  Bombay  suspendintj  payment  in  consequence  of 
the  rapid  withdrawal  of  deposits,  unless  immediately  supported  by  Government, 
we  communicated  a  reply  by  telegram  to  the  Governor  of  Bombay,  authorising 
him  to  use  his  discretion,  and  that  he  would  be  supported  by  this  Government. 
His  Excellency  was  also  requested  to  keep  us  informed  of  the  progress  of  affairs. 

2.  We  formed  this  decision  without  loss  of  time,  in  the  hope  that  by  thus 
proDiptly  and  decidedly  supporting  the  bank  at  the  commencement  of  their 
difficulties,  public  confidence  would  be  restored,  and  those  disastrous  con- 
sequences averted  which  would  have  inevitably  followed  any  continuation  of  the 
panic  in  Bombay,  and  whicb^  in  all  probability,  would  have  extended  to  other 
p^rtfi  of  India. 

3.  We  are  not  in  possession  of  any  further  official  information  on  the  subject, 
but  we  regret  there  are  grounds  for  believing  that  the  present  precarious  position 
of  the  Bombay  Bank  is  owing  to  the  mismanagement  of  the  bank's  affairs  by 
the  bank  directors. 

4.  We  append  a  copy  of  a  letter  we  have  addressed  the  Government  of 
Bombay  on  this  matter,  and  we  are  awaiting  a  reply  to  a  telegram  desiring  to  be 
informed,  as  soon  as  possible,  of  the  quality  of  the  outstanding  bills,  the  aggre- 
gate amount  of  those  which  are  considered  unquestionable,  and  also  the  character 
of  the  securities  which  the  bank  holds  for  the  loans. 

We  have,  &c. 
(signed)        John  Lawrence. 
W.  R.  MamfieU. 
W.  Grey. 
G,  N.  Taylor. 
W.  R.  MaMsey. 
H.  M..  Durand. 


(Financial  Department. — No.  958) 
To  the  Secretary  to  the  Government  of  Bombay,  Revenue  Department. 

Sir, 
The  attention  of  the  Governor  General  in  Council  having  been  lately  drawn  to  the 
state  of  the  affairs  of  the  Bombay  Bank,  I  am  directed  to  request  that,  with  the  ^ermis- 
AoTL  of  his  Excellency  the  Governor,  a  full  report  may  be  fiurnished  as  soon  as  possible  on 
this  subject. 

2.  The  chief  points  on  which  information  is  desired  are  the  precise  position  of  the  bank 
in  regard  to  its  assets  and  liabilities ;  what  have  been  the  losses  of  the  bank  since  the 
commencement  of  the  present  commercial  crisis ;  what  is  the  present  amount  of  overdue 
bills ;  what  proportion  of  their  amount  may  be  fairly  expected  to  be  realised,  and  what 
are  the  prospects  of  the  bank  with  reference  to  the  biUs  which  have  yet  to  run. 

3.  The  report  should  also  state  whether  the  provisions  of  the  bank  charter  have  been 
duly  observed,  and  at  what  rates  advances  have  been  generally  made  in  shares  of 
public  companies,  whether  they  were  made  on  shares  at  the  market  price  of  the  day,  or 
at  a  par  value  of  the  shares,  or  at  any  fixed  rate  below  that  amount.  The  Governor  General 
in  Council  would  hope  that  no  loans  have  been  made  on  the  stock  of  public  companies 
beyond  par  value  of  such  stock. 

4.  If  the  provisions  of  bank  charter,  as  defined  in  Act  X.  of  1863,  have  been  departed 
from,  his  Excellency  the  Governor  General  in  Council  desires  to  know  whether  the 
Government  Directors  gave  their  assent  to  this  departure ;  and  if  not,  whether  any  repre- 
sentations were  made  by  them  on  the  subject  to  Government. 

5.  In  the  former  case  the  Government  Directors  should  be  called  to  submit  an  expla- 
nation of  their  proceedings,  copies  of  which  should  form  enclosures  of  the  report. 

6.  I  am  to  request  that  information  on  the  points  above  referred  may  he  farnished  as 
soon  as  it  can  be  obtained. 

I  have,  &c. 
(signed)        J£.  H.  Lushington, 
Simla,  22  June  1865.  Secretary  to  the  Government  of  India. 
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(PiDancial  Department.— Na.  12  of  1866.) 

To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London « 

Right  HononraWe  Sir,  Bombay  Castle,  8  July  18ff5. 

In  reply  to  your  Financial  Despatch,  No.  42,  of  the  2nd  June  last,  we  feave 
the  honour  to  annex  a  letter*  from  the  Government  Directoi^s  of  the  Bank  of  *  ^^^^  3^  June 
Bombay,   containing  the  information  you  require  regarding  the  advances  made  ^  ^^* 
bj^  the  bank  on  the  shares    of  joint-stock  companfes  not  guaranteed  by  Govern- 
ment. 

2.  A  nott^t  showing  the  latest  market  value  of  the  securities  referred  to  ig 
also  annexed.  There  can  be  little  doubt  that  their  value  will  speedily  improve, 
but  to  what  extent  no  judgment  can  be  formed  till  the  present  crisis  is  over. 

3.  The  expectation  that  the  bank  will  not  ultimately  lose  much  on  these 
shares  of  course  does  not  remove  the  objections  to  such  advances  by  the  bank 
against  any  repetition  of  which  the  Government  Directors  will  be  on  tlieir  guard. 

And  you  will  see  from  our  instructions :|:  to  them,  of  which  a  copy  ifr  annexed,  t  Letter,  dated  39 
that  we  propose  to  provide,  by  legislation,  with  a  view  to  restrict  tlie  bank  from  •'™®'  ^^*  57*  ^^ 
making  such  advances  in  future.  ^    ^' 

4.  You  will  observe  that  the  current  rumocirs  as  to  the  extent  of  advances  om 
Back  Bay  5>hares  were  much  exaggerated. 

5^  We  will  reserve  our  opinion  as  to  the  conduct  of  the  elected  directors  of 
the  bank  titt  we  are  in  possession  of  the  more  complete  information  regard- 
ing the  management  of  the  bank  during  the  past  year,  which  we  expect  trill  be 
supplied  by  the  promised  report  of  the  Government  Directors,  merely  observing 
at  present  that  we  do  not  find  any  evidence  of  undue  favour  shown  to  any  par- 
ticular interest  in  making  these  advances. 

6.  It  is  but  justice  to  the  present  Government  Directors,  Messrs.  Chapman 
and  Lushington,  to  note  that  they  joined  the  bank  direction  only  on  the  8th  March 
1865,  and  that  they  were  naturally  at  firs*  obliged  to  rely  much  on  the  judg- 
ment and  experience  of  their  elected  colleagues ;  we  have  reason  to  believe  that 
tbey  took  an  early  opportunity  of  giving  the  weight  of  their  infiueivce  at  the 
Board  of  Directors  to  support  the  more  prudent  procedure  which  has  fertelf 
characterised  the  management  of  the  bank. 

7.  We  would  take  this  opportunity  of  requesting  your  reconsideration  of  the 
orders^  noted  in  the  maTgin,§  which  require  that  the  directors  nominated  by 
Government  should  not  hold  shares  in  the  bank  on  their  own  account. 

8.  We  are  not  insensiWe  to  the  force  of  the  reasons  which  led  to  this  restric- 
tion being  imposed,  but  they  seem  to  us  of  minor  weight  when  compared  with 
the  practical  inconvenience  of  disqualifying  those  who  would  naturally  have 
most  interest  in  the  bank,  and  would  be  most  likely  to  have  some  knowledge  of 
its  affairs.  Very  limited  as  the  range  of  our  selection  necessarily  is,  we  find  that 
the  rule  often  excludes  some  of  the  few  Government  servants  at  the  Presidency 
who  we  should  expect  would  make  efficient  directors. 

9.  With  regard  to  the  general  position  of  the  bank,  you  are  aware  that  during 
the  past  month  much  anxiety  has  been  felt  for  its  stability,  and  on  the  15th 
ultimo  we  felt  it  our  duty,  in  consequence  of  the  strong  representations  made  to 

us  by  the  directors^  to  address  a  telegram  ||  to  the  Government  of  India,  of  whidi  '|g^**^^  *^  '^^^^ 
a  copy  is  annexed  ;  the  reply  ^  of  the  Government  of  India,  of  which  a  copy  is  I.  ^' 
also  among  the  enclosures,  authorised  us  to  use  our  discretion  in  supporting  the  ^^^^ 
bank,  and  the  knowledge  that  Government  was  ready  to  come  forward  in  case  of 
need,  was  sufficient,  as  the  directors  had  expected,  to  restore  confidence,  without 
the  necessity  of  any  extraordinary  measure  of  Government  support.    The  position 
of  the  bank  has  since  gradually  improved,  and  there  seems  no  longer  any  cause 

for 

t  f^ide  margin  of  para.  4  of  ihe  letter  from  the  Government  Directors  of  the  Bank  of  Bombay,  dated 
dOth  June  I860. 

i  Rnancial  Despatch  from  the  Secretary  of  State  for  India,  No.  107,  dated  16th  October  l86d. 
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for  anxiety  regarding  it.  The  inquiries  we  have  instituted  will,  we  expect,  show 
how  far  the  threatened  difficulties  of  the  bank  were  due  to  want  of  good  manage- 
ment, and  how  far  to  the  unavoidable  circumstances  of  the  extraordinary  crisis 
through  which  Bombay  is  now  passing. 

10.  At  present  all  monetary  affairs  in  Bombay  are  in  such  an  uncertain  state 
that  it  is  not  likely  the  Government  Directors  will  be  able,  for  another  fortnight 
or  three  weeks,  to  form  any  reliable  estimate  as  to  the  probable  ultimate^  losses 
which  will  fall  on  the  bank.  The  first  of  July  was  the  day  fixed  for  the  settle- 
ment of  a  great  number  of  time-bargains,  and  it  is  now  possible  for  commercial 
men  to  estimate  the  liabilities  of  themselves  and  their  constituents,  which  was 
hopeless,  while  the  result  of  purely  gambling  transactions,  which  have  of  late 
absorbed  the  attention  of  a  great  majority  of  the  mercantile  community  in 
Bombay,  was  uncertain. 

We  have,  &c. 
(signed)         H.  B.  E.  Frere. 
B.  H.  Ellis. 


Copy  of  a  Telegram  from  Sir  Bartk  Frere  to  his  Excellency  the  Viceroy,  dated 

loth  June  1865. 

^^  Clear  the  line,  June  15th.  Severe  commercial  crisis  in  Bombay.  Bun  on  bank 
commencing.  Bank  return  of  cash  and  notes  lower  than  safety  requires,  and  rapidly 
diminishing  by  withdrawing  of  deposits.  Directors  state  great  danger  of  bank  suspending 
payment,  unless)  immediately  supported  by  Government.  May  this  Government  advance 
to  extent  of  One  hundred  and  fifty  lacs  from  currency  reserve,  if  necessary  ?  I  do  not 
wish  to  devolve  responsibility  on  Government  of  India ;  but  to  secure  any  measures  this 
Government  may  tdce  from  being  unexpectedly  reversed,  and  thus  making  matters  worse. 
I  wrote  fiJly  on  10th,  and  a^ain  to-day ;  but  unless  you  telegraph  immemately  authority 
to  this  Government  to  act  if  necessary,  it  may  be  too  late  to  avert  disaster,  financial  and 
political,  more  extensive  than  mere  stopping  of  bank.     Please  reply  by  cypher." 


Copt  of  a  Teleobam  from  his  Excellency  the  Viceroy  to  Sir  Bartle  Frere^  dated 

I6th  June  1865. 

**  YouB  telegram  of  yesterday  received.     A  reply  will  he  sent  in  a  few  hours  after  the 
Council  have  met." 


Copy  of  a  Teleobam  from  the  Financial  Secretary  to  the  Government  of  India  to  Sir 

Bartle  Frere^  dated  16th  June  1865. 

''With  reference  to  your  telegram  of  yesterday  in  cypher,  use  your  discretion;  you 
will  he  supported.     Keep  us  informed  of  the  progress  of  affairs." 


(Financial  Department.— No.  672  of  1865.) 

To  F.  S.   Chapman^  Esq.,  and  J.  Z.  Lushingtoriy  Esq.,  Government  Directors  of  the 

Bank  of  Bombay. 

Gentlemen,  Bombay  Castle,  29  June  1866. 

I  AM  directed  by  his  Excellency  the  Governor  in  Coimcil  to  request  tiiat  you  will  draw 
up,  for  submission  to  the  Government  of  India  and  Her  Majesty's  Principal  Secretary  of 
State,  a  confidential  report  on  the  present  state  of  the  Bank  of  Bombay,  with  special 
reference  to  the  causes  which  have  induced  the  present  di£Sculties  of  the  bank,  and  which 
are  said  to  leave  little  hope  of  a  dividend  to  the  shareholders  for  some  time  to  come. 

2.  You  are  rec^uested  especially  to  note  the  changes  in  the  direction  and  secretary's 
office,  and  the  period  when  any  changes  of  system  or  management  took  place. 

3.  This  is  necessary  in  justice  to  yom*  predecessors  as  well  as  to  yourselves.  In  the 
public  criticisms  on  the  bank's  management  which  have  been  published,  the  difficulties  of 
the  bank  have  been  laid,  to  no  inconsiderable  extent,  at  the  door  of  the  former  Govern- 
ment Directors,  and  two  of  them  (Messrs.  Birch  and  G.  Inverarity)  have  been  denounced 
by  name  as  "arch  speculators"  in  shares. 

4.  It  is  only  just  to  the  Government  directors  of  past  years  to  show  imder  whose 
management  tne  mistakes,  if  any,  were  committed,  which  have  injured  the  bank. 

5.  Your 
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5.  Your  report  should  notice  whether  there  are  any,  and  what,  diflferences  between  the 
charters  of  the  three  Government  banks  in  India,  and  whether  any  change  in  these  respects 
is  advisable,  as  regards  the  charter  of  the  Bombay  Bank. 

I  have,  &c. 
(signed)        F.  S.  ChapmaUy 

Chief  Secretary  to  Government. 


From  J.  L.  LushingUmy  Esq,,  and  F.  S.  Chapman,  Esq.,  Government  Directors  of  the 
Bank  of  Bombay,  to  F.  S.  Chapman,  Esq.,  Chief  Secretary  to  Government  Financial 
Department. 

Sir,  Bombay,  30  June  1865. 

In  reply  to  your  endorsement.  No.  583,  of  this  day's  date,  forwarding  for  our  informa- 
tion, and  for  any  observations  we  may  wish  to  oner,  a  copy  of  a  Despatch  from  Her 
Majesty's  Principal  Secretary  of  State,  regarding  the  advances  made  by  tiie  Bank  of 
Bombay  on  shares  of  certain  joint-stock  companies,  we  have  the  honour  to  submit  the 
following  explanations : — 

2.  The  resolution  authorising  tiie  adoption  of  the  measure  in  question  was  passed  on 
tiie  12th  April  last,  and  was  to  the  following  effect : — 

**  Besolved  that  tiie  secretary  be  authorised,  at  his  discretion,  to  advance  on  the 
shares  of  the  under-noted  companies,  to  the  extent  of  the  amount  marked  opposite 
each.  Shares  so  deposited  are  not  to  be  transferred  to  tiie  bank,  but  the  certmcates 
to  be  accompanied  by  blank  transfers  signed  by  the  transferers. 

*^  Bank  ot  Bengal,  paid  up,  8,000  rupees ;  present  market  rate,  16,000  rupees^  pre- 
mium, old  and  new  shares.    Advance  6,500  rupees  on  each  share. 

^^  Bank  of  Madras,  paid  up  1,000  rupees;  ditto  123  per  cent.  Advance  75  per  cent, 
premium. 

*^  Agra  Bank,  paid  up  500  rupees;  160  per  cent     Advance  100  per  cent,  premium. 

"  Ajsiatic  Bank,  paid  up  200  rupees;  105  per  cent.    Advance  75  percent,  premium. 

"  Oriental  Bank  Corporation,  paid  up  250  rupees;  170  per  cent.  Advance  126 
per  cent,  premium. 

**  Commercial  Bank  Company,  paid  up  250  rupees;  75  per  cent  Advance  50  per 
cent  premium. 

'^  Bombay  Reclamation  Company,  5,000  rupees ;  30,000  rupees  premium.  Advance 
20,000  rupees  premium. 

"Elphmstone  Land  Press  Company,  1,000  rupees;  1,450  rupees  premium. 
Advance  1,000  rupees  premium. 

^^  In  granting  such  advances  tiie  secretan^  will,  in  all  cases,  intimate  and  insert  in 
tiie  bona  tiiat,  should  the  shares  deposited  be  depreciated  in  value  during  the  cur- 
rency of  the  loans,  the  security  must  be  increased,  or  a  partial  payment  made  to 
reduce  the  debts.  One  per  cent  above  regular  rate  to  be  cnarged  on  such  advances; 
and  it  is  to  be  distinctiy  understood  that  such  advances  are  only  to  be  granted  to 
first-class  applicants." 

3.  On  tiie  above  date  tiie  bank's  balance  stood  as  follows : —  JRs. 

Cash  and  currency  notes  at  head  oflSce   -        -        -        -    2,06,09,357 
Ditto    -    -    ditto        at  branches      -        -        -        .       85,00,246 


JRs.  2,91,09,603 

Taking  into  consideration  that  tiie  above  large  amount  was  lying  idle^  and  that  there 
was  mudi  demand  for  what  then  appeared  to  be  only  temporary  accommodation,  the 
directors  (ourselves  included)  agreed  to  make  these  advances,  subject  to  the  conditions 
above  enumerated ;  and  in  doing  so  they  Live  not,  it  is  admitted,  exceeded  the  powers  of 
tiieir  charter.  There  was  a  slight  difference  of  opinion  as  to  the  rate  at  which  tiie  land 
shares  should  be  valued ;  but,  as  is  customary,  the  point  was  carried  by  the  majority. 

4.  The  directors  considered  that  the  above  measure  would  entail  Uttie  or  no  risk,  and 
would  afford  much  relief  at  a  time  of  considerable  pressure.  A  total  sum  of  41,70,800 
rupees  was  advanced  on  the  security  of  the  following  shares : —       n^ 

39  Back  Bay  shares,  value  at  par  -        -         1,95,000      JVb/e^Present  market  rate : 

936  Elphinstone  Land  ditto,  value  at  par        -        9,36,000  gl^  ^'^^^'^J^  "^^  P'^™- 

905  Asiatic  Bank     -     ditto               »>          -          -           2,26,550  Asiatic  Bank,  5  to  10  per  cent  premium. 

3,580  Commercial  Bank  ditto               »          -           •          8,95,000  Commercial  5  per  cent,  discount 

_  H.  B.  Jaeomby 

T»     «.^  ^.«  i-i-zx  Officiating  Under  Seeretanr 

Rs.  22,52,550  s  july  1866.             to  Government. 

The  above  shares  were  taken  as  collateral  security.  Even  in  the  present  depressed 
state  of  the  market,  those  of  both  the  land  companies  are  considerably  above  par,  the 
Back  Bay's  being  quoted  at  about  100,  and  the  Elphinstone's  at  50  per  cent,  premium  on 
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the  paid-up  capital. 
diBContinued. 


All  advances  of  this  description  have,  for  some  time  past,  been 


5.  Pending  an  alteration  in  the  charter,  steps  will  be  taken  to  make  known  to  our 
colleagues  in  the  direction  the  wishes  of  the  Secretary  of  State ;  and  we  have  no  hesita- 
tion in  saying  that  they  will  willingly  assent  to  be  placed  in  all  respects  on  the  same 
footing  as  the  Banks  of  ISengal  and  Madras. 

We  have,  &c. 
(signed)         J*.  L.  Lushington. 
F.  8*  Chapman^ 


(Financial,  No.  213.) 

To  His  Exrellency  the  Right  Honourable  the  Governor  General  of  India  in 

Council. 

Sir,  India  OflSce,  London,  8  September  1865. 

1.  I  HAVE  considered  in  Council  your  financial  letter,  dated  the  Ist  July  last. 
No.  110,  relative  to  the  circumstances  under  which  you  authorised  the  Govern- 
ment of  Bombay  to  render  pecuniary  aid  to  the  bank  at  that  Presidency. 

2.  The  Government  of  Bombay  had  previously  reported  to  me  the  circum- 
stances wliich  had  induced  them  to  request  your  assent  to  their  assisting  the 
bank ;  and  I  forward  herewith,  for  your  information,  copy  of  a  financial  Despatch 
to  the  Government  of  Bombay  conveying  the  opinions  and  instructions  of  Her 
Majesty's  Government  in  reference  thereto. 

3.  It  is  only  necessary  for  me  further  to  request  that  you  will  inform  me  what 
number  of  shares  you  consider  it  would  be  expedient  to  fix  as  the  limit  to  be 
held  by  a  Government  director  of  the  Banks  of  Bengal,  Madras,  and  Bombay 
respectively. 

I  have,  &c. 
(signed)         6\  Wood. 


(Financial,  No.  71.) 
To  His  Excellency  the  Honourable  the  Governor  in  Council,  Bombay. 

Su-^  India  Office,  London,  8  September  1865. 

Para.  1-  I  have  considered  in  Council  your  financial  letter,  dated  the  8*h  July 
last,  No.  1 2,  which  forwarded,  in  reply  to  the  inquiry  contained  in  my  financial 
Despatch  of  the  2nd  June  last,  information  regarding  the  advances  made  by  the 
Bank  of  Bombay  on  shares  of  certain  joint-stock  companies  not  guaranteed  by 
Government. 

2.  From  the  explanation  of  the  Government  directors  of  the  bank,  it  appears 
that,  on  the  12th  April  last,  when  the  cash  and  currency  notes  at  the  head  office 
and  branches  amounted  to  2,91,09,603  rupees,  and  "  there  was  much  demand 
for  what  then  appeared  to  be  only  temporary  accommodation,"  the  directors 
authorised  the  secretary  of  the  bank,  at  his  discretion,  to  make  advances  on  shares 
of  the  under-mentioned  companies,  at  the  rates  specified. 


Paid  up. 

Market  Rate,  12th  April. 

Authorised  to  adranoe  on 

each  Share. 

lU. 

Rs. 

Bank  of  Bengal 
„       Madras 
Agra  BsBk 
Asiatic  Bank     - 
Oriental  Bank  Corpo- 

8,000 

1,000 

500 

200 

260 

16,000  premium 

123  per  cent,  premiam    - 
160         „              „ 
106         „              „ 
170 

6,600 

75  per  cent,  premium 
100         „             „ 
76 
125         „              „ 

ration. 
Commercial  Bank  Com- 

260 

76          „               „ 

60          „               „ 

pany. 
Bombay    Reclamation 

Company. 
ElphinstOBe  Land  Com- 

6,000 
1,000 

80,000  premium 
1,460         „       . 

20,000  premium. 
1,000         „ 

pany. 
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3.  A  total  sam  of  41,70,800  rupees  was  accordingly  advanced  on  tlie  security 
of  the  following  shares  : 

Value  at  Par. 


39  Back  Bay  shares    - 
936  Elphinstone  Land  ditto 
905  Asiatic  Bank  ditto 
3,580  Commercial  Bank  ditto 


Rs. 


Rs. 

1,95,000 
9,36,000 
2,26,550 
8,95,000 


22,52,550 


The  amount  advanced  on  those  shares  was,  therefore,  nearly  double  the  value  of 
the  shares  at  par ;  and  at  the  date  of  your  Despatch,  the  Back  Bay  shares  were 
at  a  premium  of  only  7,000  rupees,  the  Elphinstone  Land  Company  of  700 
rupees,  and  the  Asiatic  Bank  of  6  rupees  to  10  rupees  per  cent,  premium,  while 
the  Commercial  Bank  shares  were  at  5  per  cent,  discount. 

4.  I  am  sorry  to  learn  that  the  proceedings  of  the  bank  were  concurred  in  by 
Messrs.  Chapman  and  Lushington,  the  Government  directors.  In  regard  to  their 
conduct,  you  observe^  that  they  only  joined  the  bank  direction  on  the  8th  March 
1865,  that  they  were  naturally  at  first  obliged  to  rely  on  the  judgment  and 
experience  of  their  elected  colleagues,  but  that  they  took  an  early  opportunity  of 
giving  the  weight  of  their  influence  to  support  the  more  prudent  proceedings  which 
have  lately  characterised  the  management  of  the  bank.  This  explanation  in  some 
degree  accounts  for  the  apparent  want  of  caution  on  the  part  of  the  Government 
directors. 

6.  The  mere  statement  of  these  proceedings  of  the  bank  is  sufficient  to  show 
how  unjustifiable  they  were,  and  you  very  properly  remark  that  the  expectation 
expressed,  that  the  bank  will  not  ultimately  lose  much  on  the  advances  in 
question,  even  if  it  should  be  realised,  does  not  in  the  least  remove  the  objections 
to  the  course  which  was  pursued. 

6.  It  is  quite  clear  that,  if  any  connection  is  to  be  maintained  in  future  between 
the  Government  and  the  Bank  of  Bombay,  effective  measures  must  be  taken  for 
guarding  against  any  similar  proceedings,  and  against  any  call  being  hereafter 
made  for  aid  from  Government. 

7.  Since  the  transfer  of  the  Government  balances  at  Bombay  to  the  custody 
of  the  bank,  the  only  monies  at  the  command  of  the  Government  are  the  balances 
at  the  other  treasuries  in  your  Presidency ;  and  they  could  hardly  be  of  sufficient 
amount,  or  be  so  readily  available,  as  to  be  adequate  for  giving  assistance  to  the 
bank.  It  follows,  therefore,  that  the  only  direct  and  immediate  aid  which  your 
Government  could  give,  would  be  by  applying  for  such  purpose  part  of  the 
currency  reserve,  and  it  was  from  this  source  that  you  proposed  to  the  Govern- 
ment of  India  to  render  aid  to  the  bank. 

8.  The  objections  to  using  any  portion  of  that  reserve  for  any  such  purpose 
can  scarcely  be  exaggerated.  It  would,  in  the  first  place,  be  illegal,  and  even  il 
this  were  not  the  case,  the  same  state  of  things  which  led  to  the  pressure  on  the 
bank,  might  not,  improbably,  lead  to  a  demand  upon  the  currency  department 
for  coin  for  notes,  and  the  means  of  meeting  that  demand  would  have  been 
taken  away  by  the  advances  to  the  bank. 

9.  It  is  impossible  to  sanction  for  the  future  any  proceeding  which  might  lead 
to  such  a  result,  and  it  is  necessary,  therefore,  to  consider  tlie  best  means  of 
guarding  against  the  recurrence  of  a  similar  emergency. 

10.  To  some  extent  this  object  may  be  eflfected  by  such  an  alteration  of  the 
charter  of  the  Bank  of  Bombay  as  will  preclude  their  making  advances  on  the 
security  of  public  companies  not  guaranteed  by  Government.  The  Banks  of 
Bengal  and  Madras  are  at  present  precluded  from  making  such  advances,  and 
that  power  ought  not  to  have  been  conceded  in  the  new  charter  of  the  Bank  of 
Bombay.  You  will,  therefore,  take  measures  for  making  the  necessary  change 
in  the  powers  of  the  bank. 
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11.  But  as  mismanagement  may  take  place  in  other  modes  the  best  security 
after  all  must  be  in  the  discretion  of  the  directors  of  the  bank,  and  they  must  be 
made  clearly  to  understand  that  they  are  not,  in  future,  to  reckon  on  any  extra- 
ordinary assistance  or  support  from  the  Government.  It  will  be  necessary, 
therefore,  to  impress  on  them  generally  the  necessity  of  prudence  in  the  manage- 
ment of  the  concerns  of  the  bank,  in  which  the  Government  is  interested  to  so 
large  an  extent.  But,  above  all,  it  should  be  the  care  of  the  Government 
directors  to  watch  very  closely  the  proceedings  of  the  bank,  in  order,  so  far  as 
their  influence  extends,  to  prevent  any  repetition  of  imprudent  management,  and 
any  disposition  on  the  part  of  their  colleagues  to  depart  from  sound  principle 
should  be  forthwith  communicated  to  you,  in  order  that  you  may  take  such 
measures  as  may  seem  to  you  to  be  necessary  in  reference  thereto. 

12.  It  is  obviously  of  the  greatest  importance  to  have  Governnient  directors  of 
sound  judgment,  and  with  a  general  acquaintance  with  matters  of  this  kind  ;  and 
as  you  state  that  the  existing  restriction  as  to  the  Government  directors  holding 
shares  in  the  bank  materially  narrows  your  field  of  selection,  I  shall  not  object 
to  a  change  being  made  in  the  regulaiion  in  this  respect,  so  as  to  allow  of  their 
holding  shares  to  a  limited  amount.  The  same  rule  must,  of  course,  be  made 
applicable  to  Government  directors  of  the  Banks  of  Bengal  and  Madras,  and  the 
amount  of  shares  to  be  allowed  to  be  held  must  be  determined  in  correspondence 
with  the  Government  of  India,  to  whom  I  shall  make  a  communication  on  the 
subject. 

I  have,  &c. 
(signed)         C.  Wood. 


(Financial  Department. — No.  12  of  1866). 

To  the  Right  Honourable  Sir  Charles  Wood,  Bart.,  m.p.,  Secretary  of  State 

for  India* 

Sir,  Fort  William,  20  January  1866. 

Wb  have  the  honour  to  forward,  for  your  information,  a  copy  of  the  papers 
noted  in  the  subjoined  list,  regarding  the  proceedings  of  the  Bank  of  Bombay 
during  the  late  financial  pressure  and  commercial  difiSculties  in  that  city« 

We  have,  &c, 
(signed)        John  Lawrence. 
W.  R.  Mansfield. 
H.  S.  Maine. 
W.  Grey. 
G.  N.  Taylor. 
W.  N.  Massey. 
H.  M.  Durand. 


List  of  Papers, 


Letter  to  the  Secretary  to  the  Government  of  Bombay,  No,  161,  dated  18tli  Januarj  1866, 
Letter  to  ditto,  No.  262,  dated  17th  ditto. 


(No.  161.) 

From  E.  H.  Lushinffton,  Esq.,  Secretary  to  the  Government  of  India,  to  the  Secretary  to 

the  Government  of  Bombay. 

Financial  Department, 
Sir,  Fort  William,  13  January  1866. 

The  firequent  recnrrence  of  financial  pressure  and  commercial  difficulties  in  the  City  of 
Bombay,  has  engaged  the  serious  and  anxious  attention  of  the  Governor  General  in 
CouncU.  The  repeated  and  urgent  demands  for  reUef  to  the  Treasury  and  Currency  De- 
partments of  the  Presidency,  occasioned  by  monetary  ponvulsions,  have  not  been  met  by 
the  Government  of  India  without  much  difficulty  and  inconvenience ;  and  such  has  been 

on 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OF  BOMBAY.  9 

on  more  than  one  occasion  the  magnitude  and  suddenness  of  the  exigency^  that  the  6oyer« 
nor  General  in  Council  has  not  been  without  apprehensions  that  it  might  be  beyond 
control. 

2*  The  Council  for  making  Laws  and  Regulations  have^  at  the  instance  of  the  Goyem- 
ment,  passed  an  Act  to  repeal  that  part  o£  the  Paper  Currency  Act  which  makes  it 
obligatory  on  the  Currency  Department  to  cash  mint  certificates  at  sight.  This  measure^ 
which  has  been  long  in  contemplation^  will  effectually  protect  the  reserve  of  coin  in  the 
Currency  Department  from  demands  to  which  it  can  no  longer  be  exposed  with  safety  to 
the  public  credit. 

3.  On  each  of  the  occasions  aboye  referred  to^  the  Bank  of  Bombay^  so  far  from  being 
in  a  condition  to  afford  the  aid  which  might  reasonably  haye  been  expected  from  an  esta- 
bUshment  which  held  the  Treasury  Balances^  was  itself  in  circumstances  of  embarrassment, 
and  in  the  summer  of  last  year  was  only  saved  from  imminent  danger  by  the  prompt  inter- 
position of  the  Government. 

4.  The  Governor  General  in  Council,  in  giving  sanction  to  the  exceptional  support 
thus  accorded  by  the  Government  of  Bombay,  was  actuated  by  the  consideration  of  die 
novel  and  extraordinary  impulse  imparted  to  commercial  enterprise  during  the  preceding 
year,  and  of  the  coniiision  which  had  arisen  from  the  sudden  cessation  and  collapse  of 
speculations  which  had  been  entered  into  without  regard  either  to  commercial  prudence  or 
responsibility.  Under  these  circumstances,  the  Governor  General  in  Council  urged  upon 
the  Government  of  Bombay  the  expediency  of  immediately  instituting  an  investigation 
into  the  affiurs  of  the  bank,  in  my  letter.  No.  958,  dated  22nd  June  last. 

5.  But  as  the  Government  of  India  was  subsequently  assured,  from  a  copy  of  a  Despatch 
addressed  by  your  Government  to  the  Secretary  of  State,  No.  12,  dated  81h  July  1865, 
forwarded  wim  your  letter.  No.  619,  dated  10th  July,  that  the  liabilities  of  the  bank, 
though  unusually  large,  were  not  likely  to  result  in  heavy  loss,  and  that  its  difficulties 
were  for  the  most  part  of  a  temporary  character,  his  Excellency  in  Council  was  unwilling 
to  press  for  an  immediate  inquiry,  which  might  have  given  rise  to  unfounded  alarm,  and 
impaired  the  credit  of  the  establishment.  Six  months  have  now  elapsed  since  the  critical 
state  of  the  bank  called  for  the  assistance  of  this  Government  as  before  mentioned,  yet  no 
substantial  improvement  seems  to  have  taken  place,  either  in  the  condition  of  its  affairs  or 
its  management. 

6.  Notwithstanding  the  great  demand  in  Bombay  for .  money  since  October  last,  the 
bank  has  not  only  omitted  to  gather  up  its  resources,  but  has,  on  several  occasions,  and  up 
to  a  period  of  which  we  have  the  most  recent  information,  reduced  its  available  balances 
in  Bombay  by  the  purchase  of  bills  on  Calcutta. 

7.  In  addition  to  the  want  of  prudence  which  has  apparently  marked  these  proceedings, 
it  would  seem  that  the  bank  has  failed  to  observe  the  fifth  clause  of  their  Agreement. 

8.  The  average  monthly  Government  Balances  in  the  general  Treasury  at  Bombay  have, 
with  the  exbeption  of  the  month  of  August,  for  the  last  six  months  been  considerably  in 

excess  of  the  maximum  of  40  lakhs,  and  all  sums  in  excess  of  that  amount  ^^are  required  Sec  Clause  5  of 
to  be  set  aside  in  cash,  to  be  kept  in  reserve  in  a  separate  cash  room  on  account  of  the  ^^^  Agreement. 
Government  of  Bombay.''    This  does  not  appear  to  have  been  done. 

9.  The  Governor  General  in  Council  has  further  to  observe,  that,  on  the  21st  December, 
the  Accountant  General  reported  by  telegram  that,  though  there  were  nominally  60  laldis 
of  rupees  in  the  Treasury,  the  total  amount  of  whole  rupees  in  the  bank,  including  those 
belonging  to  Government,  was  only  6 J  lakhs;  the  remainder  consisting  of  gold,  notes, 
and  small  silver. 

1 0.  On  a  full  consideration  of  all  these  circumstances,  and  with  special  advertence  to 
the  Secretary  of  State's  Financial  Despatch  of  2nd  June,  addressed  to  your  Government, 
the  Governor  General  in  Council  is  of  opinion  that  an  examination  into  the  affairs  of  the 
bank  should  no  longer  be  delayed,  with  a  view  to  such  a  revision  of  the  terms  upon  which 
its  business  has  been,  and  is  conducted,  as  may  seem  expedient.  The  Governor  General 
in  Council  considers  that  the  examination  should  comprise  an  investigation  not  only  into 
the  assets  and  floating  liabilities  of  the  bank,  but  into  its  transactions  especially  during  the 
past  six  months. 

11.  In  conclusion,  his  Excellency  in  Council  hopes  that  a  full  report  on  the  several 
matters  f  bove  referred  to  will  be  furnished  by  your  Government  without  unnecessary 
delay. 

I  have,  &c. 
(signed)        E.  H.  LushingUm^ 

Secretary  to  the  Government  of  India. 
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(FinsHcial  JD^penrtmeirt. — No.  262.) 

From  E,  It.  Lushingtoriy  Esq.,  Secretary  to  the  Goyemment  of  India,  Financial  Depart- 
ment, to  the  Secretary- to  the  Government  of  Bombay. 

Sir,  Fort  William,  17  Jannary  1866. 

With  reference  to  my  letter,  Nou  1 61,  dated  the  13th  instant,  calling  for  a  report  on  the 
Uabilitiea  and  management  of  the  Bank  of  Bombay,  I  am  desired  to  offer  the  following 
remarks  on  the  part  taken  by  the  Government  directors  at  Calcutta  in  the  management  of 
the  affairs  of  the  Bank  of  Bengal. 

2.  First,  there  is  the  regular  weekly  committee  of  the  whole  Board  of  DirectOTS  for  the 
consideration  of  the  ^^  Bates  and  Margins,"  and  a  general  review  of  the  business  of  the 
week,  together  with  any  imjyortant  matter  the  secretary  may  have  to  bring  forward* 
Next,  there  is  a  committee  which  meets  every  day  at  the  bank  previous  to  the  commence- 
ment of  business.  This  committee  consists  of  one  Government  and  two  mercantile 
<fireotor8,  who  examine  the  proceedings  of  the  previous  day,  inspect  the  lists  of  loans 
granted  or  renewed,  and  communicate  their  opinion  to  the  secretary  on  the  several 
tnmsactions.  Besides  this  careftil  daily  examination  of  the  proceedings  of  the  bank  by 
one  Government  director  in  association  with  two  mercantile  airectors,  the  secretary  and 
treasurer  is  in  direct,  constant,  and  confidential  communication  with  the  secretary  to 
Government  as  president  of  the  bank  on  all  matters  immediately  connected  with  the 
Government  and  the  bank  in  which  the  secretary  may  think  the  support  and  countenance 
of  the  president  to  be  desirable. 

3.  The  Goyemment  of  India  f^ain  are  kept  informed  of  all  that  may  be  necessary  for 
them  to  know  regarding  the  bank  through  the  president  of  the  Board,  and  through  his 
aeency  the  views  of  the  Gt)vemmcnt  of  India  in  this  department  are  connnunicated  to 
the  Bank  of  Bengal. 

4»  I  am  desired  strongly  to  recommend  to  his  ExceUency  the  Governor  the  adoption  of 
similar  vigilance  in  regard  to  the  affairs  of  the  Bank  of  Bombay,  and  to  remark  that  in 
the  opinion  of  the  Governor  Geseral  in. Council,  the  pursuance  of  sudi  a  course  wo«ld 
effeotaially  cheek  the  recurrence  of  difficulties  similar  to  those  under  whicdi  the  Bank  of 
Bombay  has  been  lately  struggling.  Loans  and  other  banking  business  woidd  be  mora 
cautiously  conducted ;  the  purchase  of  bills  on  Calcutta  would  not  be  sanctioned  when,  as 
in  a  late  case,  every  available  rupee  in  the  bank  was  necessary  to  meet  local  demands ; 
and  lastly,  the  interest  and  control  of  the  local  Gt)vemment  in  the  financial  afikirs  of  the 
Presidency  would  be  advisedly  iiicressed  to  thegenend  advantage  of  the  State. 

I  have,  &c. 
(signed)        E,  H.  Lushtnatony 

Secretary  to  the  Government  of  India. 


(Financial,  No.  65.).. 

To  His  Excellency  the  Right  Hojiourable  the  Governor  General  of  India  in  Council. 

Sirj  India  OflSce,  London,  24  March  1866. 

1.  I  HAVE  considered  in  Council  your  Financial  Letter,  dated  the  20th  January 
\'^%^y  No.  12,  which  forwarded  copies  of  the  letters  sent  by  your  Government  to 
the  Government  of  Bonabay,  relative  to  the  proceedings  of  the  Bank  of  Bombay 
during  the  late  financial  difficulties  in  that  city,  in  which  your  opinion  was 
expressed  that  an  examination  into  the  affairs  of  the  bank,  with  a  view  to  a 
revision  of  the  terms  on  which  its  business  has  been  conducted,  should  no  longer 
be  delayed. 

2.  In  Sir  Charles  Wood's  Financial  Despatch,  dated  the  8th  September  last. 
No.  71,  the  attention  of  the  Government  of  Bombay  was  directed  to  the  proceed- 
ings of  the  Bank  of  Bombay,  and  it  was  requested  tliat  measures  might  be  taken 
for  making  such  a  cbanire  in  the  powers  of  that  bank  as  would  guard  against  a 
recurrence  of  the  irregularities  which  had  recently  been  exhibited  in  its  manage- 
ment. 

3.  The  necessity  of  taking  decided  measures  for  that  object  is  fully  apparent, 
and  I  shall  be  anxious  to  receive,  as  early  as  possible,  a  report  as  to  the  measures 
which  the  Government  of  Bombay  may  propose  to  adopt,  and  to  be  informed  of 
the  views  of  your  Government  thereon. 

1  have,  &c. 
(signed)         Be  Grey  and  Ripon. 
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(Financial  Department.— No.  8  of  18a6). 
To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London. 

,,     ^      ^  ^^"^^XP^^^^'r.^  Minute  by  His  Excellency  th6  Governor,  dated  26  January  1866. 

My  Lord,  13  March  1 866.         P.S.  to  dftto,  dated  17  February  1866.  ^ 

We  have  the  honour  to  submit  the  accom-  5JP"J«  Jy  ^j^^  Honourable  Mr.  EIIU  dated  21  February  1866. 

.                •         m.!  •       X           1  •   I,  u          u  Minute  by  the  Honourable  Mr.  Erskme,  dated  2  March  1866. 

panynig  copies  of  Minutes  which  have  been  Minute  by  Hw  Excellency  the  Governor,   concurred  in  by  the 

recorded  by  us  on  receipt  of  a  letter  from  the  Honourable  Mr.  Erskine,  dated  2  March  1866. 

Governmeitoflndiacdlingforcertainmfor.  2!"^^;^^^*^.^^  '       ^  ^ 

mation  regardmg  the  management  of  the  SlSul:bJ?h;^grol\YeM^^^^^^^ 

Bunk  of  Bombay  during  the  past  year,  a  copy   Mmute  by  the  Honourable  Mr.  Ellis,  dated  5  March  1866. 
of  which  letter  also  we  beg  herewith  to  for-   Minute  by  the  Honourable  Mr.  Erskine,  dated  8  March  1866. 
-  Minute  by  His  Excellency  the  Governor,  dated  9  March  1866. 

2.  Copies  of  these  Minutes  have  been  sent  to  the  Government  of  India. 

We  have,  &c. 
(signed)         H.  B.  E.  Frere. 

B.  H.  Ellis. 

C,  J.  Erskine. 


(Financial  Department — No,  161.) 

To  the  Secretary  to  the  Government  of  Bombay. 

Sir, 
The  frequent  recurrence  of  financial  pressure  and  commeroial  difficulties  in  the  city  of 
Bombay  has  engaged  the  serious  and  anxious  attention  of  the  Governor  General  in 
Council.  The  repeated  and  urgent  demands  for  relief  to  the  Treasury  and  Currency 
Departments  of  tne  Presidency,  occasioned  by  monetary  convulsions,  have  not  been  met 
by  the  Government  of  Lidia  without  much  difficulty  and  inconvenience;,  and  such  has 
been,  on  more  than  one  occasion,  the  magnitude  and  suddenness  of  the  exigency  that  the 
-Governor  General  in  Council  luus  not  been  witiiiout  appreheusions  that  it  might  be  beyond 
controL 

2.  The  Council  for  making  Laws  and  Regulations  have,  at  the  instance  of  the  Govern- 
ment, passed  an  Act  to  repeal  that  part  (h  the  Paper  Currency  Act  which  makes  it 
obUgatory  on  the  Currency  Department  to  cash  Mint  Certificates  at  sight.  This  measure, 
which  has  been  long  in  contemplation,  will  effectuaUy  protect  the  reserve  of  coin  in  the 
Currency  Department  from  demands  to  which  it  can  no  longer  be  eoqposed  with  safety  to 
the  public  credit. 

3.  On  each  of  the  occaaions  above  referred  to,  the  Bank  of  Bombay,  so  far  from  being 
is  a  condition  to  afford  the  aid  whidi  might  reasonably  have  been  expected  from  an 
^stabUshment  which  held  the  Treasury  Balances,  was  itself  in  droumstanoes  of  embar- 
rassment, and  in  the  summer  of  last  year  was  only  saved  irom.  imminent  danger  by  the 
prompt  interposition  of  the  Government 

4.  The  Governor  General  in  Coimcil,  in  giving  sanction  to  the  exceptional  suppert 
thus  accorded  by  the  Government  of  Bombay,  was  actuated  by  the  consideration  of  the 
novel  and  extraordinary  impulse  imparted  to  commercial  enterprise  during  the  preceding 
year,  and  of  the  confusion  which  had  arisen  from  the  sudden  cessation  and  collapse  of 
speculations  which  had  been  entered  into  without  regard  either  to  conmiercial  prudence 
or  responsibiUty.  Under  these  circumstances,  the  Governor  General  in  Council  urged 
up<m  the  Government  of  Bombay  the  expediency  of  immediately  instituting  an  investi- 
gation into  the  affairs  of  the  Bank  in  my  letter,  No.  958,  dated  22nd  June  last 

5.  But  as  the  Government  of  India  was  subsequently  assured  from  a  copy  of  a  Dispatch 
addressed  by  yomr  Gt)vemment  to  the  Secretary  of  State,  No.  12,  dated  8th  July  1865, 
forwarded  with  your  letter.  No.  619,  dated  10th  July,  that  the  liabilities  of  the  Bank, 
though  unusually  large,  were  not  hkely  to  result  in  heavy  loss,  and  that  its  difficulties 
were  for  the  most  part  of  a  temporary  character,  his  Excellency  in  Council  was  unwilling 
to  press  for  an  immediate  inquiry,  which  might  have  given  rise  to  unfounded  alarm,  ana 
impaired  the  credit  of  the  establishment  Six  months  have  now  elapsed  since  the  critical 
state  of  the  Bank  called  for  the  assistance  of  this  Gt)vemment  as  berore  mentioned,  yet  no 
substantial  improvement  seems  to  have  taken  place,  either  in  the  condition  of  its  affairs  or 
its  mwiagement 

6.  Notwithstanding  the  great  demand  in  Bombay  for  money  since  October  l^gt,  the 
Bank  has  not  only  omitted  to  gather  up  its  resources,  but  has  on  several  occasions,  and  up 
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to  a  period  of  which  we  have  the  most  recent  information^  reduced  its  available  balances 
in  Bombay  by  the  purchase  of  bills  on  Calcutta. 

7.  In  addition  to  the  want  of  prudence  which  has  apparently  marked  these  proceedings^ 
it  would  seem  that  the  Bank  has  failed  to  observe  the  fifth  clause  of  their  A^eement 

8.  The  average  monthly  Government  balances  in  the  General  Treasury  at  Bombay 
have^  with  the  exception  of  the  month  of  Au^st,  for  the  last  six  months  been  considerably 
in  excess  of  the  maximum  of  40  lacs^  and  aU  sums  in    excess  of  that    amount   ^^  are 

See  Clause  5  of  the   required  to  be  set  aside  in  cash,  to  be  kept  in  reserve  in  a  separate  cash  room  on  account 
Agreement  of  the  Government  of  Bombay."     This  does  not  appear  to  have  been  done. 

9.  The  Governor  General  in  Council  has  further  to  observe,  that  on  the  21st  December 
the  Accountant  General  reported  by  telegram  that,  though  there  were  nominally 
60  lacs  of  rupees  in  the  Treasury,  the  total  amount  of  whole  rupees  in  the  Bank,  including 
those  belongmg  to  Government,  was  only  6  J  lacs^  the  remainder  consisting  of  gold,  notes, 
and  small  silver. 

10.  On  a  full  consideration  of  all  these  circumstances,  and  with  special  advertence  to 
the  Secretary  of  State's  Financial  Dispatch  of  2nd  June,  addressed  to  your  Govern- 
ment, the  Governor  General  in  Council  is  of  opinion  that  an  examination  into  the  affairs 
of  the  bank  should  no  longer  be  delayed,  with  a  view  to  such  a  revision  of  the  terms  upon 
which  its  business  has  been  and  is  conducted  as  may  seem  expedient.  The  Governor 
General  in  Council  considers  that  the  examination  should  comprise  an  investigation  not 
into'  the  assets  and  floating  liabilities  of  the  Bank,  but  into  its  transactions,  especially 
during  the  past  six  months. 

11.  In  conclusion,  his  Excellency  in  Council  hopes  that  a  full  report  on  the  several 
matters  above  referred  to  will  be  furnished  by  your  Government  without  unnecessary 
delay. 

I  have,  &c., 
(signed)        JS.  H.  Lushinffton, 
Secretary  to  the  Gt)vemment  of  India. 
Fort  William,  13  January  1866, 


MiiruTE  by  His  Excellency  ihe  Governor,  dated  26  January  1866. 

A  COPY  of  this  letter  should  be  forwarded  to  the  Qt)vernment  Directors  of  the  Bank 
of  Bombay,  who  should  be  requested  to  favour  this  Government  with  such  remarks  on 
the  points  touched  on  by  the  Government  of  India  as  they  may  think  best  calculated  to 
afford  the  Governor  General  in  Council  the  information  which  his  Excellency  seems  to 
require  regarding  the  management  of  the  bank  during  the  past  year. 

2.  But  in  the  mean  time  I  think  we  should  submit  to  the  Government  of  India  that 
their  letter  under  reply  appears  to  mix  up  two  very  distinct  occurrences,  viz.,  the  crisis 
of  June  and  that  of  Decemoer. 

3.  The  June  crisis  was  undoubtedly  a  commercial  one,  and  the  bank  must  be  prepared 
to  bear  its  full  share  of  blame  for  what  then  took  place.  This  blame  must,  however,  be 
to  some  extent  shared  by  all  other  banking  establishments  in  Bombay,  and  indeed  by  the 
great  majority  of  the  commercial  community  here. 

4.  The  December  crisis,  on  the  other  hand,  was  mainly  caused  by  a  sudden  return  of 
commercial  prosperity,  ag^avated  by  the  inability  of  Government  to  meet  the  great 
demand  for  coined  silver,  xhe  bank  was  in  no  way  to  blame  for  the  December  difficulty. 
The  bank  was  fully  able  to  meet  its  own  liabilities,  and  did  meet  them  without  help.  It 
was  not  in  a  position  to  afford  Government  the  help  that  Government  needed  to  cash  its 
own  notes.    But  it  is  obvious  that  Government  ougiit  not  to  have  needed  help. 

5.  The  unusual  demand  for  silver  in  December  appears  to  have  been  mainly  owing  to 
the  following  causes : 

IsK  An  alteration  in  the  general  system  of  cotton  trade,  in  consequence  of  which 
the  cultivators  and  up-country  dealers  have  this  year  demanded  cash  pajnoaents, 
instead  of  selling  their  cotton,  as  formerly,  on  credit  This  alteration  of  system  was 
sudden,  and  could  not  be  foreseen ;  and  inasmuch  as  it  is  in  itself  an  evidence  of  the 
growing  prosperity  of  the  cultivator  it  is  matter  of  congratulation.  But  its  effect 
upon  the  money  market  of  Bombay  is  shown  by  the  fact  that  in  December  the 
demand  for  coin  to  be  sent  up-country  reduced  the  aggregate  cash  balances  of  all  the 
banks  to  the  extent  of  three  millions  sterling  below  the  amount  at  which  they  stood 
at  the  same  period  of  the  previous  year,  and  that  about  IJ  million  sterling  of  notes 
were  presented  for  cash  during  a  few  weeks  without  any  symptoms  of  panic,  but 
simply  because  coin,  and  not  notes,  were  wanted  up-country. 

2nd,  An  insufficient  reserve  of  coin  was  kept  at  Bombay  in  the  Government  and 
Treasury  Departments.     It  will  be  seen  from  the  annexed  statement  that  the  silver 
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coin  reserve  in  the  Currency  Department,  which  stood  at  189  lacs  (1,890,000  7.)  in 
July  1865,  had  been  allowed  by  28th  December  to  dwindle  down  to  less  than  5 J  lacs 
(55,000/.),  though  there  were  still  at  that  date  more  than  2^  millions  of  notes  of  the 
circle  to  be  met. 

6.  Nor  was  the  General  Treasury  in  a  position  to  afford  any  aid  to  the  Currency 
Department,  as  will  be  seen  from  the  details  given  in  the  annexed  return,  for,  though  the 
nominal  total  balance  in  the  General  Treasury  on  26th  December  was  46,73,000  rupees 
(467,300  7.),  only  8,00,000  rupees  (80,0007.)  were  in  coined  rupees,  the  balance  being  in 
notes,  gold,  copper,  and  small  silver  coins. 

7.  The  Government  of  India  is  aware  that  ample  notice  was  given  to  the  Financial 
Department,  Calcutta,  of  this  expected  drain.  But  instead  of  silver  coin,  which  was  what 
was  wanted,  the  Financial  Department  sent  bills  which  were  to  be  met  chiefly  by  con* 
stituents  of  the  Bank  of  Bombay.  It  was  not  to  be  expected  that  at  such  a  period  the 
bank  would  discount  these  bills  on  itself.  The  aid  afforded  by  sending  these  bills  was,  in 
fact,  illusory. 

8.  It  is  necessary  to  dwell  on  these  facts,  because  the  remedy  referred  to  in  paragraph  2 
of  the  present  letter  from  the  Government  of  India  as  having  been  applied  by  passmg  the 
late  Act,  *^  to  amend  the  Paper  Currency  Act,"  will  be  of  little  avail  to  prevent  a  recur- 
rence of  the  danger  which  we  have  just  escaped,  unless  the  general  management  of  our 
Currency  Department  be  also  improved. 

9.  I  do  not  wish  to  discuss  this  late  Act  further  than  is  necessary  to  show  its  bearing 
on  the  present  question.  But  I  would  submit  that  the  defects  in  the  Paper  Currency 
Act  pointed  out  by  the  members  of  the  Governor  General's  council,  who  spoke  during 
the  discussions  on  the  Bill  to  amend  that  Act,  are  not  so  much  defects  in  the  Act  itself, 
as  in  the  late  management  of  the  Paper  Currency  Department. 

10.  It  is  quite  true,  as  observed  by  the  Bight  Honourable  Mr.  Massey,  that  he  is  in  no 
wise  responsible  for  this ;  but  it  seems  to  me  clear  that  the  part  of  the  Currency  Act  of 
1861  which  has  been  just  amended  would  have  required  no  amendment  whatever,  had  the 
power  to  lock  up  in  Government  securities  the  coin  received  for  currency  notes  been  more 

sparingly  used. 

« 

11.  It  appears  by  the  latest  return  of  the  Currency  Department  we  have,  dated 
2nd  January,  copjr  of  which  is  annexed,  that  while  there  are  less  than  740  lacs  ^7,400,0007.) 
of  currency  notes  in  circulation,  the  sum  invested  in  Government  securities  is  close  upon 
the  maximum  amount  permitted  by  law,  i.e.,  400  lacs  (4,000,0007.),  and  that  tiie  whole  is 
held  in  Calcutta. 

12.  Now,  I  would  submit,  there  can  be  no  doubt  that  had  this  power  of  investing  the 
coin  received  in  Government  securities  been  more  sparingly  used,  or  even  had  a  portion 
of  these  securities  been  held  in  Bombay,  so  as  to  be  capable  of  immediate  realisation  h^e^ 
the  danger  we  have  just  so  narrowly  escaped  of  having  no  coined  silver  on  the  spot  where* 
with  to  cash  notes,  would  have  been  averted. 

13.  It  is  no  answer  to  this  to  say  that  Mr.  Wilson  proposed  to  have  taken  power  to  hold 
an  even  larger  proportion  of  the  whole  reserve  in  Government  securities,  because  the 
question  is  not  one  of  maximum  legal  limit,  but  of  prudential  use  of  the  le^  powers 
within  that  limit;  and  with  7|  millions  of  Government  currency  notes  in  circmation,  sjad 
with  the  money  market  in  so  excited  and  exceptional  a  state,  I  feel  sure  Mr.  Wilson 
would  never  have  kept  so  much  as  four  millions  of  his  reserve  in  the  form  of  Government 
securities. 

14.  These  remarks  are  offered  not  with  a  view  of  finding  fault  with  the  past,  but  to 
point  out  a  needful  caution  for  the  future.  I  would  not,  however,  be  understood  as 
acquiescii^  in  the  view  which  appears  to  have  been  taken  by  the  Governor  General  in 

Council  of  that  provision  of  the  Currency  Act  of  1861,  which  allowed  the  bullion  importer  Section  9  of  Act 
to  obtain  notes  at  once  for  his  bullion  as  soon  as  it  was  assayed.  XIX,  of  1861. 

15.  This,  I  know,  is  esteemed  by  bullion  importers  to  be  a  most  valuable  privilege,  and 
is  not  compensated  for  by  any  promise  on  the  part  of  Government  of  due  diligence  in 
coining. 

16.  The  mint,  like  other  manufactories,  cannot  start  at  once  from  comparative  idleness 
into  a  condition  of  fuU  work,  and  the  bullion  importer  knows  that,  however  anxious 
Government  may  be  to  let  him  have  coin  for  his  bullion,  the  time  taken  in  conversion 
cannot  be  reduced  to  a  certainty,  nor  is  the  time  entirely  dependent  on  the  will  of 
Government. 

17.  Hence  the  bullion  importer  greatly  values  the  power  of  obtaining  at  once  for  his 
kyed  silver  its  value  in  Government  currency  notes,  which  are  a  legal  tender. 


18.  Nor  is  this  privilege  one  which  need  embarrass  Government  if  only  due  caution  be 
used  in  not  locking  up  too  much  of  the  silver  coin  in  Government  securities. 
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19.  With  all  respect  for  the  gentlemen  who  expressed  their  ojinions  on  this  subject,* 
the  question  seems  to  me  to  have  been  treated  too  much  as  if  it  were  one  of  oonvenience 
to  the  bullion  importer,  and  not  of  general  benefit  to  the  public  and  to  Governmejit. 

20.  It  is  quite  true,  as  remarked  by  more  than  one  of  the  .members  of  the  Government 
of  India  during  the  debate,  that  bullion  is  nothing  more  than  a  commodity  like  a  bale  of 
piece  goods,  or  any  other  commodity  of  trade ;  but  bullion  was  capable  of  being  converted 
vito  currency  by  being  exchanged  for  notes  under  the  old  Act  as  soon  as  its  value  could 
DC  ascertained  by  assay,  and  anything  which  delays,  or  renders  uncertain  this  conversion 
into  currency,  injures  not  only  the  bullion  importer,  but  every  branch  of  commerce  and 
industry.  Such  delay  has  in  fact,  in  the  case  of  bullion,  exactly  the  same  effect  on  general 
commerce,  but  in  much  greater  degree,  as  Custom  House  delays  in  the  case  of  oUier 
imports ;  and  the  removal  of  such  delay,  though  doubtless  a  boon  to  the  importer,  is  a  stOl 
greater  boon  to  the  public  at  large. 

21.  Nor  can  I  regard  the  facility  which  the  old  Act  afforded  as  one  which  (Jovemment 
has  any  right  to  treat  as  a  favour,  or  a  concession.  We  have  only  to  keep  in  hand  the 
silver  we  have  received  for  the  notes  as  soon  as  we  have  coined  that  silver,  and  no  possible 
difficulty  caa  be  ejcperienced.  We  may  even  invest  a  large  proportion  in  Government 
securities,  provided  we  do  njt  exceed  a  reasonable  discretion  so  as  to  invest  too  much; 
but  we  have  no  right  to  talk  of  the  expense  to  Government  caused  by  the  provisions  of 
thciold  Act,  unless  the  expenses  exceed  the  20  lacs  (200,000  L)  which  Government  is  now 
saving  as  interest  on  the  securities  purchased  with  the  silver  which  the  bullion  importer 
has  given  us  in  return  for  our  paper. 

22.  Still  less  woijdd  I  be  understood  as  in  any  way  acquiescing  in  any  observations 
•made  by  members  of  the  Governor  General's  Council  which  imply  an  opinion  that  the 
Paper  Uurrency  Act  is  in  any  way  a  failure.  There  must,  I  think,  have  been  some  extrar 
ordinary  mistake  in  the  returns  which  were  laid  before  the  Council  as  bearing  on  this 
point;  for  I  see  that,  his  Excellency  the  Commander-in-Chief  referred  to  them  as  showing 

;  that  the  note  circulation  in  the  *^  outer  circles  of  currency  "  did  not  reach  7  lacs  (70,000  /.), 
while  in  the  **  presidency  towns  "  it  was  7  J  crores  (7,600,000  /.),  but,  as  will  be  seen  by  - 

^reference  to  the  statement  given  above,  which  is  taken  from  the  same  gazette  as  that 
which  reported  his  Excellency's  speech,  the  note  circulation  in  the  presidency  circles^ 
which  of  course  extend  far  beyond  the  presidency  towns,  is  only  628  lacs  (6,280,000  /.), 
while  in  the  other  circles,  which  are  I  eonclude  what  his  Excelleucy  meant  by  the  "  outer 
circles,*'  the  note  circulation  was  not  7  lacs  (70,000?.),  but  117  lacs  (1,170,000  /.). 

'23.  There  can  be  no  doubt  that  the  existing  note  circulation  is  much  less  than  it  might 
be  ;  but  in  order  to  increase  it  no  change  of  the  Act  is  required,  but  simply  a  change  in 
the  management  of  the  currency  department,  better  arrangements  for  receivinff  and  cashing 

,  notes  up-country,  and  apparently  also  a  better  and  more  intelligent  correspondence  between 

.  the  head  quarters  of  the  several  circles. 

24.  When  the  Paper  Currency  Bill  was  passed  but  very  few  large  commesoial  towns  in 
•the  intericH:  were  accessible  by  railway.     Tne  case  is  now  far  different,  and  I  know  of  no 

reason  why  Government  should  not  undertake  to  give  coin  for  notes  of  any  circle  at  atny 
-of  its  pirincipal  treasuries  on  the  line  of  railway. 

25.  This  would,  of  course,  often  impose  upon  the  Government  the  expense  of  cash 
remittances,  but  this  expense  would  be  very  small  when  compared  with  the  large  {urofit 
which  Government  now  derives  £rom  its  currency  investment  m  Gt>vemment  paper,  and 
which  profit  would  be  greatly  increased  and  rendered  more  secure  by  the  incDeased  note 
circulation  'Which  would  follow  the  measure  I  recommend. 

26;  At  present  the  up-country  trader  will  take  nothing  but  silver,  because  notes  are 
not  readily  convertible  at  par  at  the  great  up-*country  centres  of  cotton  trade ;  but  if  the 
notes  were  convertible  there,  they  would  circulate  without  any  immediate  demand  for  con- 
version*, just  as  they  do  at  the  presidency  towns. 

27.  I  have  confined  myself  in  these  remarks  to  the  December  crisis  as  being  one  with 
which  the  management  of  the  bank  had  least  to  do.  We  shall  be  better  able  to  discuss  the 
ccmduct  of  the  bank  previous  to  and  during  the  June  crisis  when  we  have  before  us  the 
report  which  I  have  suggested  should  be  called  for  from  the  Government  directors,  and  we 
can  then  conveniently  deal  with  the  proposals  to  amend  the  Bank  Act, 

26  January  1866.  (signed)         H.  B.  E.  Frere. 


P.  S. — Since  the  above  was  written.  Sir  William  Mansfield  has  noticed  and  corrected 
the  error  he  made  in  speaking  of  the  limited  circulation  of  notes  beyond  the  presidency 
towns. 

2.  At  the  same  time  I  have  been  furnished  by  the  Chief  Secretary  with  the  two  returns 

which 

*  E.p,<,  this  power  to  demand  notes  for  assayed  bullion  is  spoken  of  by  Sir  W.  MansBeld  as  ^a 
concession  prantad  by  Mr.  Wilson,**  "an  extraordinary  privilege  conferred  on  the  bullion  dealer/*  "a^ 
artificial  stimulus  given  to  the  import  of  bullion." 
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"which  are  annexed.  One  (No.  4")  renders  necessary  some  modification  of  what  I  have  said* 
as  to  the  management  of  the  banK  during  the  last  half  of  1865,  for  it  shows  that  the  bank 
was  on  some  days  entirely  dependent  on  the  Government  balance.  But  this  point  will  be 
better  considered  when  we  have  the  official  directors'  report  before  us,  as  I  understand  the 
bank  considers  the  Government  reserve  in  the  light  of  a  fixed  deposit,  which  cannot  be 
withdrawn^  a  view  in  which,  as  I  am  at  present  advised,  I  cannot  concur. 

3.  The  other  return.  No.  5,  however,  illustrates  the  very  limited  utility  to  the  bank  of 
the  nominally  large  Government  balance :  e,  ^.,  on  the  3rd  July  the  total  Government 
balance  was  63  lacs,  of  which  about  48|  was  in  whole  rupees,  and  the  rest  in  sovereigns 
(about  2  lacs),  and  small  silver  and  copper,  while  on  the  26th  December,  though  the  total 
balance  stood,  at  68  lacs,  only  8  lacs  was  in  whole  rupees,  38  in  notes — which  the  currency 
department  could  not  on  that  day  have  cashed,  and  which  the  bank,  therefore,  could  not 
saiely  pay  away — about  one  lac  m  gold,  and  the  rest  in  copper  and  small  silver. 

4.  Obviously  a  balance  so  constituted  could  be  of  little  real  use  to  the  bank. 

5.  I  think  we  should  ask  the  Government  directors  so  to  frame  their  report  as  to  give 
us  the  means  of  founding  on  their  report  the  measures  which  the  Government  of  India 
expect  from  us  in  the  form  of  a  revised  Bank  Charter  Act,  and  also  of  a  revised  agree- 
ment with  the  bank  for  conducting  the  business  of  GovernmeWi  up-country,  and  using  the 
Government  balance  at  out  ^tions. 

6.  The  council  is  doubtleiBS  aware  that  the  negotiations  with  the  latter  object  in  view 
have  been  suspended  for  the  last  three  and  half  years  in  consequence  of  the  Secretary  of 
State  having  disapproved  the  arrauj^ements  made  with  the  Bant  of  Bengal,  which  it  was 
at  first  hoped  might  have  been  useiul  as  a  model  for  us  to  follow. 

7.  From  the  last  report  of  the  Bank  of  Bengal' it  appears  that  they  have  concluded  a 
final  arrangement  with  Government  on  the  basis  of  the  terms  approved  by  the  Secretary 
of  State,  and  there  seems,  therefore,  no  reason  for  delaying  any  longer  our  arrangements 
with  the  Bank  of  Bombay  for  our  Mofussil  Treasury  buisiness. 


17  February  1866. 


(signed)        H.  B.  JK.  Frere. 


No.  1. 

STATEMENT  of  the  Amoant  of  Govebnment  Cubbjenot  Notes  in  Circulation,  of  the  Amount 
of  Coin  and  Bullion  Rebbbvb,  and  Govebkmbnt  Secubities  held  hy  the  Department  of 
Issue  of  Paper  Currency,  Bombay,  from  1st  July  to  Slat  December  1866. 


Monthto. 

Notes  in 
Circulation. 

Gold  Coin 
Resenre. 

SUvdr  Coin  Regerrd 

III 

Notes  of 
KiKrachee 
,    Circle. 

Government 

Securities  held  in 

Calcutta. 

Total  of  Re- 
serre  and 

Goremment 
SMoritiei. 

1865. 

Ri. 

Rs. 

Rs.        a. 

P' 

Rs. 

Rs. 

Rs.       a.   p. 

Rs. 

31  July 

4,09,00,000 

17,00,000 

1,89,21,800  14 

9 

10,00,000 

6,00,000 

1,86,78,199    1    3 

4,09,00,000 

31  August   - 

4,14,50,000 

17,00,000 

1,82,21,800  U 

9 

17,00,000 

11,50,000 

1,86,78,199    1    3 

4,14,50,000 

30  Septembtr 

3,93,00,000 

- 

1,54,51,717    9 

5 

39,70,000 

12,00,000 

1,86,78,282    6    7 

3,93,00,000 

31  October  - 

2,96,00,000 

- 

55,51,717    9 

5 

39,70,000 

14,00,000 

1,86,78,282    6    7 

2,86,00,000 

30  NoTember 

2,94,75,000 

6,00,000 

46,01,717    9 

5. 

41,70,000 

14,25,000 

1,86,78,282    6    7 

2,94,75,000 

30  December 

2,60,46,000 

15,50,000 

♦15,83,717    9 

5 

51,70,000 

63;ooo 

1,76,78,282    6    7 

2,60,46,000 

-    •  December  28th— «*.  5,33,717.  9.  5. 
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CORRESPONDENCE,  &c.  RELATIVE  TO  THE 


No.  2. 


Pabticulabs  of  the  Bombay  General  Treasury  Weekly  Balances,  from  3rd  July  to  26th  December  1865. 


Rapees  and 
Notes. 

Halves. 

Qoarten  and 

EightllB. 

Sorerdgns. 

Copper. 

Total. 

1865: 

8  July 

10    „    .        .        . 
17     „    .         .         . 
24     „    .         -         . 
81      „    .         -       •. 

48,71,594 
86,08,319 
84,95,658 
86,00,428 
80,78,872 

8,42,000 
8,42,000 
8,42,000 
3,42.000 
8,42,000 

5,55,000 
5,51,000 
6,58,000 
7,53,000 
7,51,000 

19,841 
15,682 
15,867 
16,372 
11,547 

5,12,150 
5,81,400 
5,86,000 
6,85,950 
6,76,000 

68,00,585 
50,48,351 
50,92,020 
68,47,745 
48,54,419 

7  August      • 
14      ^           .         - 
21       „            .         . 
28       „            .         . 

28,26,421 
18,58,789 
16,46,360 
12,22,565 

3,42,000 
3,40,000 
8,86,000 
8,36,#00 

8,49,000 
8,43,000 
8,39,000 
8,39,000 

13,750 
21,770 
20,159 
78,269 

6,85,100 
7,04,550 
7,24,550 
7,34,650 

42,16,251 
37,68,109 
85,66,069 
82,05,484 

4  September 
11         „        .        . 
18          „        .        . 
25           „         .         - 

9,68,098 
14,15,888 
28,91,998 
48,60,030 

8,10,000 
8,06,000 
8,04,000 
3,04,000 

8,11,000 
8,07,000 
8,03,000 
7,99,000 

68,788    • 
81,886 
26,100 
7,808 

7,64,600 
7,94,500 
8,13,950 
8,18,900 

29,22,481 
88,55,26 
48,89,048 
62,84,238 

2  October     - 

0      »,          -        - 
16      „           .        - 
28       .,             -         • 
80       „            .         . 

49,58,929 
49,97,095 
46,04,247 
47,72,508 
41,86,106 

8,04,000 
8,02,000 
8,02,000 
3,02,000 
8,02,000 

8,99,000 
8,95,000 
7,87,000 
7,87,000 
7,8  J, 000 

5,808 
5,716 
5,147 
4,544 
28,886 

8,24,750 
8,55,650 
8,94,160 
8,93,750 
8,83,900 

69,87,487 
69,55,461 
65,92,544 
67,59,802 
61,76,892 

6  November 
18        „         -        . 
20         „          .         . 
27         „          -         . 

88,45,962 
29,87,637 
41,86,285 
37,71,669 

3,02,000 
2,98,000 
2,91,000 
2,94,000 

7,81,000 
7,73,000 
7,65,000 
7,65,000 

12,936 
12,847 
14,018 
14,018 

8,92,600 
9,22,200 
9,67,250 
9,82,650 

58,34,498 
49,48,684 
62,25,553 
58,27,337 

4  December 
11          „       .        . 
18          „       -        - 
2G          „       .        . 

42,54,235 
42,57,582 
47,50,967 
47,78,622 

2,94,000 
2,94,000 
2,94,000 
2,92,000 

7,65,000 
7,65,000 
7,65,000 
7,60,000  . 

18,878 
13,217 
12,989 
12,602 

9,81,750 
9,81,460 
9,80,200 
9,79,850 

63,08,863 
68,11,199 
68,03,156 
68,18,074 

No.  3. 

Financial  Department.— (No,  146.) — 12th  January  1866. 

Notification. — Statement  of  the  Amount  of  Government  Currency  Notes  in  Circulation,  of  the  Amount  of 
Coin  and  Bullion    Reserve,  and  Government  Securities  held   by  the  Department  of   Issue  of    Paper 
Currency. 


Date 

of 
Retornt. 

Cirdea  of  Igtiie. 

Notes 

in 

Circulation. 

SiUer  Coin 
Reserve. 

Gold  Coin 
Reserre. 

Sflrer  Bullion 
Reserre. 

GoTemment 

Secaritiesbeldin 

Calcutta. 

Notei  of  other 
Circki. 

1866: 

Rupees. 

Rupees. 

Rupees. 

Rupees. 

Rupees, 

Rupees. 

30  Dec. 

Calculra  Circle 

8,13,89,810 

52,20,371 

*          • 

1,03,00,000 

1,54,70,019 

8,99,420 

80     „    . 

Allaliubad  Branch  ditto  - 

29,73,120 

18,69,829 

- 

- 

11,03,291 

— 

23     „    - 

Lahore         -         ditto 

40,10^570 

39,10,538 

- 

- 

7,00,037 

„ 

23     „    . 

Naj^pore      -        ditto 

17,70,770 

12,22,889 

- 

- 

5,47,881 

— 

30     „    - 

.Madras  Circle 

55,00,000 

12,13,885 

- 

1,20,000 

40,02,845 

1,63,270 

30     „    • 

Calicut  Branch  Circle     - 

3,51,460 

2,61,401 

• 

- 

1,00,059 

— 

30     „    . 

Trichinopoly     ditto 

4,15,140 

8,15,081 

• 

- 

1,00,059 

— 

30     „    . 

Vizagapatam    ditto 
Bombay  Circle 

8,89,860 

2,89,801 

- 

- 

1,00,059 

— 

30     „    . 

2,60,45,000 

19,83,718 

15,50,000 

51,70,000 

1,72,78,282 

63,000 

30     „    - 

Kurrachee  ditto 

11,42,400 

7,42,400 

- 

- 

4,00,000 

— 

Total    •    •    - 

7,45,88,180 

1,70,19,908 

15,50,000 

1,55^90,000 

8,98,02,532 

6,25,690 

Deduct,— 

■ 

Notes  of  other  Circles  cashed  at 

Head  Offices    -        .        .        - 

6,25,690 

— 

— 

"~ 

— 

— 

Total    -    -    - 

7,.39,C2,440 

1,70,19,908 

15,50,000 

1,55,90,000 

3,98,02,582 

6,25,690 

Department  of  Issue  of  Paper  Currency,  Calcuttai 
2  January  1866. 


Signed)        JJ.  Hydef 
ead  Comr*  Department  of  Issae  of 
Paper  Currency. 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OF  BOMBAY. 


17 


No  4. 


Total  Balance,  Bank  and  Treasurj. 

Goiremment  Resenre  in  exceea 

of  Forty  Lacs. 

Small  Silfer 

. 

Notes. 

Rupees. 

Gold. 

and 
Copper. 

Total. 

Rupees. 

SmaUCoin. 

Copper. 

SoTereigns. 

TbtaJ. 

1865: 

3  July     .        .        • 

33,(jO,6()0 

^9,57,350 

8,29,860 

14,09,150 

1,15,56,960 

6,93,025 

8,97,000 

5,12,150 

1,98,410 

23,00,585 

10   ,/     -        .        . 

35,72,100 

62,46,066 

7,76,919 

14,24,400 

1,20,19,485 

- 

5,16,951 

5,31,400 

- 

10,48,351 

17  !!      -      -      - 

54,74,^20 

37,77,211) 

27,32,200 

15,81,000 

1,35,64,839 

- 

5,06,020 

5,86,000 

- 

10,92,020 

24    „         .        .        - 

3B,65,3(X) 

52,90,754 

27,14,409 

17,30,1*50 

1,36.01,413 

• 

7,11,795 

6,35,950 

- 

13,47,745 

31    "         .        ^        . 

4:^,98,190 

61,7:i,39B 

2^,66,953 

17,b«.*mO 

1,47,07,841 

- 

1,78,419 

6,76/)00 

- 

8,54,419 

7  August-        .        - 

44,42,(1  tiO 

62,66,073 

2L7y,G55 

18,76,000 

1,47,64,406 

•         • 

• 

2,16,251 

- 

2,16,251 

14      *      .        .        - 

49,23,270 

71,46,130 

24,48,613 

18,87.550 

1,64,05,563 

— 

— 

— 

— 

— 

21  r,  -  -  - 

53,95,870 

71,52,066 

24,58,119 

lB,99,55t) 

1,71,06,205 

— 

_ 

— 

— 

— 

28  ;;  -    .    - 

6&,33,6()0 

64,38,088 

30,22,592 

19,0!},650 

l,-y,53,930 

— 

-~ 

-~ 

— . 

— 

4  September     - 

73,82,580 

64,42  J53 

30,08,530 

1F,85.GOO 

1,87,19,163 

— 

— 

— 

— 

— 

n     \    '       .        - 

a6.9;,ioo 

54,76,257 

25,50,562 

19,07,500 

1,CC.31,419 

— 

— 

— . 

— 

— 

18    ;;  -    -    . 

82,52,460 

40,75,1.38 

24.8*, 4  08 

19,20,050 

1,G7,33,457 

- 

. 

3,39,043 

»         • 

3.39,043 

25        „    -        .        - 

1,03,75,860 

37,4:i;^34 

21,y:>,172 

19,1 6  JOO 

1,82,34,266 

2,94,258 

11,03,000 

8,13,900 

73,080 

22,84,238 

2  October 

86,77,060 

22,60.H67 

23,32,308 

19,27.750 

1,5Z,02,1>85 

10,01,657 

11,03,000 

8,21,750 

58,080 

29,87,487 

9        ^    -        .        . 

53,01 ,4fiO 

23,22,701 

20.27.:i27 

19,52,650 

1,16.04,139 

9,45,651 

10,97,000 

8,55,650 

57,160 

29,55,461 

16        „    -        -        - 

3J  ,44,080 

18,94,U22 

17,4d,lHC 

19,a3,l50 

37,70,638 

5,57,924 

10.89,000 

8,94,150 

51,470 

25,92,544 

23        „    •        .        - 

26,71.710 

11,45,983 

16,61,475 

19,H2,750 

74,6l,D19 

7,31,612 

10,89,000 

8,93,750 

45,440 

27,59,802 

30        „    -        -        - 

1G,HH,HjO 

16,59,230 

16,85,354 

19,6a,900 

70,00,334 

- 

10,83,000 

8,83,000 

2,09,992 

21,76,892 

6  November     - 

18,6fi,G0O 

8,56,873 

13,95,900 

19,75,600 

60.94.973 

- 

9,41,898 

8,92,600 

- 

18,34,498 

13        „    -        -        - 

20,05,330 

6,09,879 

9,03,094 

19,93.200 

55,11,503 

- 

21,484 

9,22.200 

- 

9,43,684 

20        „    -        .        - 

27.51.900 

7,93,087 

8,91,545 

20,26,250 

64,62,782 

2,59,123 

10,59,000 

y,67,250 

1,40,180 

22,25,553 

27        „    .        -        - 

40,r>i,290 

9,99,883 

6.91,022 

20,41,650 

77,83,845 

- 

7,04,507 

9,82,630 

1,40,180 

18,27,337 

4  December     - 

4ri,70J2O 

8,32,134 

8,50,584 

20,40.750 

82,93,888 

1,28,933 

10,59,000 

9,81,750 

1,39,180 

23,08,863 

11        .,    -        -       - 

37,Ji»;,:itio 

7,04,864 

7,96,107 

20,40,450 

73,38,801 

1,37,679 

10,59,000 

9,81,450 

1,33,070 

23,11,199 

18         „    -        -        - 

23,23,310 

10,40,295 

7,71,752 

20,39,200 

61,74,557 

6,34,066 

10,59,000 

9,80,200 

1,29,890 

28,03,156 

26        „    .        -        - 

41,44,190 

8,03.603 

8,01,055 

20,31,850 

77,80,698 

5,74,734 

10,52,000 

y,79,850 

2,11,490 

28,18,074 

•No.  5. 


Statbmbnt  No.  II.,  representing  the  Total  Amount  of  the  Grovemment  Balance,  including  Reserve. 

Rupees  and 

Notes 

Proportion. 

Halres. 

Quarters 
and 

Sovereigns. 

Copper. 

Total. 

In  Cash. 

In  Notes. 

Eighthi. 

1865: 

3  July     -        -        - 

48,71,594 

AU 

- 

. 

3,42,000 

5,55,000 

1,98,410 

5,12,150 

63,00,585 

10    ,/      .        .        - 

36,08,319 

»> 

- 

. 

3,42,000 

5,51,000 

1,56,320 

5,31,400 

50,48,351 

17 :,    .    -    - 

34,95.653 

99 

- 

- 

3,42,000 

6,53,000 

1,53.670 

5,86,000 

50,92,020 

24    „        -       -       - 

36,00,423 

>f 

- 

- 

3.42,000 

7,53,000 

1,63.720 

6.85,950 

53,47,745 

31    „        -       -       - 

30,73,872 

» 

- 

- 

3,42,000 

7.51,000 

1,15,470 

6,76,000 

48,54.419 

TAflgnit 

23,26,401 

» 

- 

- 

3,42.000 

8,49,000 

1,37,500 

6,85,100 

42,16,251 

14      „     -       -       - 

18,58,789 

It 

- 

. 

3,40,000 

8,43,000 

2,17,700 

7,04,550 

37.68,109 

21      „      -        .        . 

16,46,360 

"                     >t 

- 

- 

3,36,000 

8,39,000 

2,01,590 

7,24,550 

35,66,069 

28 

12,22,565 

»» 

- 

- 

3,36.000 

8,39,000 

7,32.690 

7,34,650 

32,05,484 

4  September    - 

9,68,093 

» 

- 

- 

3,10,000 

8,11,000 

6,87,880 

7,64,600 

29,22,481 

11        „    -       -       . 

14,15,883 

» 

- 

- 

3.06,000 

8,07,000 

3,18,860 

7,94,500 

33,55,269 

18        „    .       -       - 

23,91,993 

1                      ft 

- 

- 

3,04,000 

8,03,000 

2,61,000 

8,13.950 

43,39,043 

25    :: .    -    - 

43,60,030 

37  lacs     ■ 

- 

6  lacs       - 

3,04,000 

7,99,000 

73,080 

8,13.900 

62,84,'238 

2  October 

50,53,929 

«*    "       ■ 

- 

28     „        . 

3,04,000 

7,99,000 

58.080 

8,24,750 

69,87,487 

9        „    -        -        - 

49,97,095 

23    „       - 

- 

26    „         . 

3,02,000 

7,95.000 

57,160 

8.55,650 

09.55,461 

16        „    -       -       . 

46,04,247 

18    „       - 

:} 

28    „         - 

3,02,000 

7,87,000 

51,470 

8,94,150 

65,92,544 

23        „    .       .        . 

47,72,508 

[  11  lacs     - 
110    „    gold 

26    „         . 

3,02,000 

7,87,000 

45,440 

8,93,750 

67,59,802 

30        „    .       .       . 

41,86,106 

ri6  1ac8     - 
19    „    gold 

•-} 

16    „         . 

3,02,000 

7,81,000 

2,38,860 

8,83,900 

61,76,892 

6  Norember     - 

38,45,962 

/  8  lacs     - 
U2    „    gold 

-I 

18    „         . 

^02,000 

7,81,000 

1,29,360 

8,92,600 

58,34,498 

13        „    -        -       - 

29,37,637 

/  6  lacs      - 
\  3    „     gold 

:} 

20     „         - 

2,98,000 

7,73,000 

1,28,470 

9,22,200 

49,43,684 

20        „    -       -       - 

41,85,285 

r  71acs      - 
1    7    „    gold 

:) 

27    „         - 

2,94,000 

7,65,000 

1,40,180 

9,67,250 

62,25,553 

27        „    -       -        . 

37,71,669 

Slaci      . 

28    „         - 

2,94,000 

7,65,000 

1,40,180 

9,82,650 

58.27,337 

.  4  December     - 

42,54,235 

8    „       - 

• 

34    „         - 

2,94,000 

7,65,000 

1,38,780 

9,81,750 

03,08,863 

11               „        .               .               . 

42,57,532 

7    tt       - 

- 

35    „         . 

2,94,000 

7,65,000 

1,32,170 

9,81,450 

C3,l],199 

18*      „    .        -        . 

47,50,967 

riOlacs    - 
I  7    „    gold 

-1 

-1 

23    „         - 

2,94,000 

7,65,000 

1,29,890 

9,80,200 

68,03,156 

26        ^    -      .-        . 

46,73,320 

8  lacs      - 

38    „         - 

2,92,000 

7,60,000 

1,12,900 

9,79,850 

68,18,074 

*  On  18th  December  the  GoTemment  Balance  exceeded  the  Bank's  Cash  Balance  by  7  lacs. 
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!8  CORRESPONDENCE,  &c.  RELATIVE  TO  THE 


Minute  by  the  Honourable  B.  H.  Ellvs,  dated  2  let  February  1866. 

As  his  Excellency  the  President  proposes  to  await  the  receipt  of  the  report  of  the 
official  directors  of  the  bank,  I  am  not  sure  that  any  comments  on  the  accompanying 
papers  are  required  at  the  present  stage,  but  I  venture  on  a  few  remarks  in  the  hope  that 
if  my  views  are  incorrect,  I  may  be  set  right  before  we  have  to  discuss  the  official  di- 
rectors' report,  which  should  be  called  for,  as  suggested  by  his  Excellency  the  President 

2.  As  I  now  understand  the  matter,  I  conceive  that  in  the  later  crisis  the  fault  cannot 
be  attributed  to  the  bank. 

3.  In  the  first  place,  I  consider  that  the  terms  of  the  agreement  quite  justify  the  bank 
in  looking  at  the  Government  balances  as  freely  at  their  disposal  for  all  banking  puri>ose& 
The  Government  balance  above  40  lacs  they  cannot  reckon  on,  for  it  is  expressly  set 
aside  as  Government  reserve ;  below  40  lacs,  and  above  30  lacs,  it  may  be  looked  on  as  a 
current  deposit,  but  the  Government  money  below  30  lacs  must,  I  think,  be  admitted  to 
be  as  much  available  to  the  bank  as  any  fixed  deposit.  The  very  fact  that  Government  is 
treated  like  an  ordinary  customer,  and  pays  the  same  interest  as  ordinary  borrowers  on  all 
sums  withdrawn  below  30  lacs,  indicates  this ;  and  were  not  this  conceded,  I  do  not  not 
understand  what  the  bank  gains  by  becoming  the  agent  for  Government,  for  the  stun 
allowed  for  the  expenses  of  establishment  is  confessedly  below  the  actual  cost  of  the 
establishments  required  for  the  Government  business. 

4.  Had  Government  then  at  a  critical  time  drawn  any  large  sum  out  of  the  deposit 
below  30  lacs,  it  would  have  been  an  act  of  questionable  fairness. 

5.  But  .it  appears  to  have  occurred  to  his  Excellency  the  President  that  even  had 
Government  withdrawn  all  in  excess  of  the  fixed  balance,  and  had  they  availed  themselves 
of  their  undoubted  right  to  draw  on  their  reserve,  the  bank  must  have  been  closed.  Thit 
is  what  I  understand  by  the  bank  being  entirely  dependent  on  the  Government  reserve, 
and  it  is  true,  with  this  modification,  that  the  Government  currency  department  would 
have  been  bankrupt  first.  For  it  will  be  remembered  that  this  crisis  was  developed  in 
the  form  not  of  a  want  of  credit,  but  of  a  want  of  cash — of  hard  rupees  ;  and  had  Go- 
vernment drawn  on  the  bank,  their  cheques  would  have  been  met  by  payment  in  notes, 
which  the  currency  department  could  not  have  cashed  beyond  six  lacs  of  rupees ;  so 
that  if  Goveniment  had  drawn  in  excess  of  that  sum,  the  result  would  have  been  stoppage 
of  payment  by  the  currency  department,-  This  seems  to  me  to  show  pretty  clearly  tl^t 
the  want  of  coined  rupees  in  the  currency  department,  and  not  the  dependence  of  the 
bank  on  the  Government  reserve,  is  the  feature  to  be  noticed  in  this  crisis. 

6.  The  analysis  of  the  Government  cash  balance  referred  to  in  his  Excellency  the 
President's  minute  demonstrates  how  little  the  balance  could  have  been  turned  to  account 
Out  of  a  nominal  balance  of  68  lacs  on  the  26th  December  only  8  lacs  were  in  whole 
rupees ;  the  bank  niay  be  said,  therefore,  to  have  used  great  forbearance  in  not  calling  on 
Government  to  keep  a  balance  which  represented  more  truly  than  this  the  30  lacs  o£ 
rupees  fixed  by  the  agreement  as  a  minimum. 

7.  Thus  far  in  regard  to  the  means  of  the  bank  for  meeting  the  demands  of  Govern- 
ment. As  to  the  general  position  of  the  bank  on  the  worst  day  of  the  crisis,  I  think  that, 
so  far  as  I  may  oflTer  an  opmion,  it  was  remarkably  good,  especially  when  we  consider  the 
events  that  had  taken  place  six  months  before,  and  the  over-aue  bills  still  outstanding  con- 
sequent on  those  events.  The  exchange  banks  at  this  time  were  in  a  critical  state,  for 
they  had  some  five  crores  of  deposits  against  a  cash  balance  at  the  banks  of  38  lacs, 
thongh  at  the  corresponding  period  in  the  previous  year  they  had  three  and  a  half  crores. 
Assistance  had  been  rendered  to  them  by  the  Bank  of  Bombay  to  the  extent  of  14^  lacs, 
and  it  was  partly  in  rendering  this  assistance,  and  partly  in  accommodating  Government, 
that  the  Bank  of  Bombay  had  sent  away  to  Calcutta  by  bills  19  J  lacs  of  rupees  not  long 
before  the  crisis  arrived.  This  transaction  seems  to  be  excused  by  the  assistance  thus 
rendered  to  other  banks,  if  not  by  the  profits  derived  from  it,  which  may,  I  believe,  be 
estimated  at  present  at  6  per  cent.  But  even  had  the  original  transaction  been  an  error, 
the  error  was  not  material,  for  the  19i  lacs  would,  if  required,  have  been  realisable 
within  three  days,  though,  of  course,  not  without  a  loss  to  the  hank,  and  not  without 
causing  some  panic  in  the  money  market,  and  for  this  reason  the  1 9  J  lacs  were  not  realised. 
As  the  bank  can  show  that  at  the  worst  period  it  had  52  lacs  against  a  liability  of  123 
lacs,  I  think  its  position  was  good,  and  that  we  should  not  be  justified  in  attributing 
blame  to  the  bank,  or  in  attempting  to  decry  the  management  for  what  took  place  last 
December. 

(signed)         B.  H.  Eltis. 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OF  BOMBAY.  19 

Minute  by  the  Honourable  C  «/.  Erskine,  dated  2nd  Mar^h  1866. 

Mb.  Ellis  seems  to  have  written  under  an  impression  that  his  Excellency  the  Governor 
proposes  to  take  no  fiirther  action  in  this  matter  until  the  report  of  the  Government  Di- 
rectors of  the  bank  shall  be  received.  From  the  2nd  paragraph  of  His  Excellency's 
minute^  however,  I  conclude  that  his  intention  is  to  address  the  Government  of  Inaia 
Avithout  waiting  for  the  report  which  is  now  to  be  invited. 

2.  It  will  be  convenient,  I  think,  and  for  some  reasons  desirable,  to  communicate  with 
the  Government  of  India  at  once  on  the  subject  of  the  Currency  Department  in  Bombay, 
and,  if  necessary,  also  of  the  Treasury  balances.  But  I  would  offer  no  opinion  as  to  the 
recent  management  of  the  bank  until  we  are  in  possession  of  the  reply  of  the  Govern- 
ment Directors. 

3.  I  would  rather  defer  any  expression  of  opinion  as  to  the  bank's  management  during 
December  last,  as  well  as  during  the  precedmg  June.  The  report  of  the  directors,  1 
believe,  in  accordance  with  instructions  already  issued,  will  embrace  the  transactiona  of 
the  whole  of  the  past  year,  and  not  those  of  the  last  six  months  only,  as  contemplated  by 
the  Government  of  India. 

4.  In  the  mean  time  there  can  be  no  doubt  that  the  recent  msis,  in  December  last, 
disclosed  a  state  of  affairs  in  the  currency  department  which  calls  for  immediate  attention. 

5.  The  state  of  the  currency  reserves  in  November  and  December  shows  very  clearly 
that,  so  long  as  the  issue  de^tment  in  Bombay  shall  be  liable  to  these  sudden  and  extra- 
ordinary demands  for  notes  m  exchange  for  bullion,  and  again  for  coined  silver  in  exchange 
for  notes,  it  is  indispensable,  if  the  convertibility  of  the  notes  is  to  be  at  all  times  secured, 
that  nearly  the  whole  of  the  currency  reserves  in  Bombay  (at  least)  should  at  certain 
seasons  be  held  in  rupees.  If  the  export  trade  in  cotton,  and  therewith  the  importations 
of  bullion,  are  likely  to  increase,  it  must  be  desirable  that  the  necessity  for  this  precaution 
should  be  practically  recognised  at  once. 

6.  It  may  not  be  expedient  to  make  similar  arrangements  in  other  circles ;  and  there  is 
no  reason  why  the  management  of  the  reserves  should  be  conducted  on  exactly  the  same 
rules  in  places  the  circumstances  of  which  are  exceedingly  different.  But  in  Bombay  the 
propriety  of  making  early  provision  for  the  future  in  the  manner  now  suggested  seems  to 
be  demonstrated  by  our  experience  of  the  risk  attendant  on  a  different  course. 

7.  His  Excellency  has  expressed  an  opinion  that  the  recent  dangerous  strain  upon  the 
currency  reserves  might  have  been  averted,  not  only  if  the  power  of  holding  a  certain 
amount  of  Government  securities  against  notes  had  been  more  sparingly  usec^  but  even 
if  a  portion  of  those  securities  had  been  held  in  Bombay,  so  as  to  be  capable  of  immediate 
realisation  here.  The  manner  in  which  the  Government  securities  purchased  in  this 
Presidency  are  to  be  held  and  disposed  of  is  noticed  in  sections  11  and  14  of  the  Currency 
Act  (XIX.  of  1861) ;  and  there  seems  to  be  nothing  in  those  sections  which  would  inter- 
fere with  the  holding  in  Bombay  of  securities  purchased  in  Bombay.  If  they  were  so 
held,  the  head  of  the  currency  department  might  be  able,  more  readily  than  at  present, 
to  prepare  to  gome  extent  for  any  pressure  which  he  could  foresee,  though  the  consent  of 
the  Governor  General  in  Council  to  sales  of  such  securities  would  still  be  required.  But 
it  is  not  so  clear  that  this  arrangement,  in  a  crisis  like  that  which  has  just  passed,  would 
materially  add  to  llie  resources  of  the  commissioner  for  recruiting  his  reserve  of  coined 
silver.  At  such  a  time  the  securities,  if  sold,  would  probably  be  paid  for  in  notes ;  and 
in  that  case  the  relief  to  the  department  would  rather  be  in  the  form  of  a  diminished 
liability  to  demands  for  coin  in  exchange  for  the  notes  thus  withdrawn  from  circulation. 

8.  Even  that  relief  would  be  useful,  in  as  far  as  it  goes,  to  the  currency  department, 
if  not  to  trade.  But  the  best  safeguard  undoubtedly  against  sudden  strains  upon  the 
currency  reserves  and  abnormal  contractions  of  the  note  circulation  (which  must  be 
exaggerated  by  any  want  of  confidence  as  to  the  ready  convertibility  of  the  notes)  would 
be  a  prudent  limitation  of  the  amount  of  Government  securities  to  be  held  in  the  name 
of  the  currency  commissioner. 

9.  1  entirely  concur  with  his  Excellency  that  the  Government  should  never  have 
recourse  to  the  authority  given  them  by  the  recent  Act  (I.  of  1866),  of  fixing  an  interval 
after  which  only  the  bullion  merchant  shall  be  entitled  to  receive  notes  for  his  bullion, 
unless  at  any  time  the  Government  should  unhappily  find  that  they  cannot,  even  by  the 
sale  of  securities  held  in  the  currency  department,  provide  the  commissioner  with  the 
means  of  cashing  at  once  any  notes  so  issued,  or  likely  to  be  demanded.     In  practice,  the 

?ower  of  disposing  of  securities  in  good  time  in  anticipation  of  a  pressure  would  generally, 
suppose,  be  sufficient,  if  due  foresight  were  exercised,  to  obviate  diflSculties  of  this 
nature.  Still  it  is  possible  to  conceive  that,  owing  to  an  extraordinary  demand  for  coin 
in  exchange  for  notes,  accompanied  by  very  large  deliveries  of  bullion  at  the  Mint,  some 
portion  of  the  note  issues  (if  the  immediate  and  unlimited  issue  of  notes  for  bullion  were 
in  every  case  imperative)  might  for  a  short  time  not  be  at  once  convertible.  This  might 
happen  (in  an  extreme  crisis)  even  if  the  whole  of  the  currency  reserves  had  at  the  com- 
mencement of  the  crisis  been  held  in  rupees. 

133.  c  2  10.  Some 
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10.  Some  apprehension  of  the  possibilitj  at  least  of  an  emergency  of  this  kind  may 
have  been  one  of  the  reasons  which  led  Mr.  Wilson  at  first  to  remdn  from  proposing  that 
notes  should  be  demandable  in  exchange  for  bullion ;  and  may  be  allowed  to  establi^  the 
propriety  of  the  act  recently  passed^  as  an  amendment  and  complement  of  the  Currency 
Act^  a  last  resource^  to  be  held  in  re8ei*ye  in  case  of  any  extraordinary  crisis.  But  1 
quite  feel  that  it  can  hardly  ever  be  expedient  that  the  power  granted  by  this  amending 
act  should  be  exercised^  unless  the  Government  should  be  unable  by  other  means  to  pro- 
vide for  the  immediate  conversion  of  notes  issued  for  bullion. 

11.  The  comparatively  small  profit  which  Government  may  make  on  any  amount  of 
currency  reserves  which  might  safely  be  invested  in  Government  securities  in  Bombay 
is^  at  all  events,  of  little  importance  in  comparison  with  the  convenience  to  commerce  and 
the  ease  given  to  the  market  by  the  existence  of  an  assured  confidence  on  the  part  of 
bullion  importers  that  they  will  have  it  in  their  power,  immediately  on  importation,  to 
convert  their  bullion  into  money. 

12.  Indeed,  however  convenient  it  might  at  times  be  to  any  Government  department 
that  presentations  of  bullion  for  immediate  exchange  for  coin  should  be  moderated,  it  is 
only  necessary,  in  order  to  estimate  the  general  risk  of  any  sta^ation  in  the  flow  of 
bullion,  to  consider  what  would  have  been  the  effects  on  trade  lately  if  any  obstructions* 
here  in  the  way  of  its  immediate  conversion  had  tended  to  check  its  influx  at  a  time  when 
the  Mint,  working  bullion  into  coin  at  the  rate  of  more  than  IJ  crores  of  rupees  in  a  month, 
could  not,  even  under  those  conditions,  satisfy  the  demand  of  trade  for  coined  money. 

13.  I  should  be  glad  to  know  exactly,  with  reference  to  clauses  12,  13,  14,  and  15  of 
the  agreement  between  this  Government  and  the  bapk,  and  with  especial  reference  to 
clause  12,  how  far  the  bank  admits  that  any  responsibility  rests  upon  it,  as  an  agency  of 
issue,  to  assure  itself  that  the  reserves  of  coin  in  the  currency  department  are  regularly 
maintained  at  such  an  amount  as  to  insure  to  the  bank  the  means  of  fulfilling  the  obliga- 
tion, which  it  has  taken  upon  itself  by  the  agreement,  of  paying  on  demand  the  amount 
of  all  notes  duly  issued  in  this  Presidency  and  presented  for  conversion  into  cash  at  the 
principal  office  of  the  bank  in  Bombay.  If  there  has  been  a  want  of  foresight  in  the 
management  of  the  reserves  in  the  issue  department,  it  would  be  well  to  know  with  cer- 
tainty whether  the  bank  is  in  any  way  jointly  responsible  for  this ;  and,  if  so,  whether  it 
admits  its  responsibility. 

14.  While  suggesting  that  no  opinion  should  at  present  be  expressed  as  to  the  recent 
management  of  the  bank,  I  am  very  sensible  that  in  forming  an  opinion  on  that  point 
hereafter  it  will  be  necessary  to  C'Onsider  how  far  the  position  of  the  bank  may  have  been 
weakened  by  the  state  of  the  currency  department,  and  the  consequent  practical  incon- 
vertibility of  the  bank's  note  balances. 

15.  There  is  much  need  that  the  suggestions  of  his  ExceUency  as  to  the  management 
of  this  department  should  receive  early  attention. 

16.  Without  at  all  suggesting  that  the  currency  scheme  has  not  been  successful  up  to  a 
certain  point,  I  cannot  but  own  to  a  feeling  of  disappointment  on  considering  that,  after 
it  has  been  at  work  for  five  years,  the  confidence  of  the  people  in  the  notes  is  so  far  from 
being  well  established  that  it  is  still  necessary,  at  great  inconvenience,  and  with  the 
certainty  of  greatly  disturbing  the  money  market,  to  send  to  the  interior  such  immense 
supplies  of  sflver  with  which  to  pay  producers  for  their  crops.  It  is  hard  to  say  how  fiyr 
the  recent  monetary  crisis  here  might  have  been  averted  (without  reference  to  the  ability 
of  the  currency  department  in  December  to  cash  ail  notes)  if  notes  would  have  circulated 
freely  in  the  provinces.  Although  this  tardy  progress  is  no  doubt  attributable  rather  to 
imperfect  management  and  defective  arrangements  for  cashing  notes  up-country  than  to 
any  flaw  in  the  original  scheme,  the  result  is  not  the  less  unfortunate.  I  trust  Aat  some- 
thing may  be  done  to  stimulate  the  circulation  by  arranging  that  notes  shall  be  cashed, 
as  far  as  possible,  at  selected  Government  treasuries  in  provincial  xjentres  of  trade  along 
lines  of  railway,  and  by  multiplying  branch  banks,  so  that  the  Government  balances  in  the 
interior  may  be  further  utilised,  while  a  paper  currency  is  encouraged.  I  hardly  see  how 
the  Government  could  undertake  to  cash  without  restriction  the  notes  of  all  circles,  even 
at  selected  treasuries  in  the  interior.  But  whatever  step  can  be  taken  in  that  direction 
will,  I  trust,  be  taken  without  delay. 

17.  Allusions  have  been  made,  both  by  his  Excellency  the  Governor  and  by  the 
Honourable  Mr.  Ellis,  to  the  composition  of  the  Government  balances  in  the  bank  coffers 
in  December  laet,  as  showing  how  little  support  the  bank  derived  from  its  connection  with 
the  Government  in  that  way.  In  as  far  as  relates  to  the  fact  that  the  bank  held  a  large 
portion  of  its  balances  at  that  time  in  notes,  and  that  it  could  not  issue  those  notes  for 
conversion  into  cash,  this  has  already  been  alluded  to,  and  should,  in  fairness  to  the  bank, 
be  considered.  But  it  does  not  occur  to  me  that  the  amount  of  small  silver  coins,  or  of 
gold,  or  of  copper,  included  in  the  Government  balances,  could  have  injuriously  affected 

the 

•  It  has  been  reported  that  the  last  mail  stennier  brought  to  Bombay  more  than  a  crore  of  rupees 
worth  of  specie.  The  loss  to  importer?,  and  consequent  discouragement  to  the  trade,  which  would  result 
from  indefinitely  deferring  payment  of  the  value  of  such  an  importation,  may  readily  be  estimated. 
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the  bank's  operations  in  any  other  way  over  and  above  this,  so  long  at  least  as  there  was 
no  reason  to  apprehend  that  Government  would  draw  largely  on  their  reserves.  It  is 
ai^arent  from  Ae  statements,  4  and  5,  circulated  by  his  Excellency,  that  the  whole 
amount  of  the  smdl  coins,  gold  and  copper,  entered  therein,  was  alwavs  during  the  whole 
period  of  pressure  included  in  the  Government  reserves,  which  the  bank  have  no  claim 
to  touch,  and  not  in  the  ordinary  balances,  which  the  bank  are  at  liberty  freely  to 
utilise. 

18-  In  paragraphs  7  and  8  of  the  letter  from  the  Government  of  India,  it  is  alleged  that 
the  bank  nave  apparently  failed  to  observe  the  5  th  clause  of  their  agreement.  I  am  not 
sure  whether  the  meaning  of  this  is  that  the  bank  ought  not  to  have  held  any  part  of  the 
treasury  reserve  in  gold  or  copper.  In  other  respects  the  bank  seems  to  have  observed, 
the  provisions  of  the  clause  referred  to ;  and  even  in  this  respect  I  do  not  know  that  they 
may  not  justify  their  practice  of  transferring  to  the  Government  reserves  gold  or.  copper 
coins  received  as  part  of  the  treasury  balances.  Such  coins  must  generally  be  reckoned 
as  cash,  though  they  may  not  be  legal  tender,  nor  readily  available  for  general  banking 
purposes,  it  may,  on  the  other  hand,  be  a  question  perhaps  how  far  the  bank  would  be 
obliged  to  reckon  such  coins  as  part  of  the  Government  balances  assigned  to  them  for  use, 
or  whether  they  might  not  even  charge  interest  on  the  sum  represented  by  such  coins  in 
the  event  of  the  total  Government  balances  (including  such  coins)  falling  below  30  lacs 
of  rupees. 

19.  It  would  be  well,  I  think,  to  obtain  information  as  to  the  understandingof  the  bank 
on  both  ppints. 

20.  I  would  take  this  opportunity  of  reminding  the  Government  of  India  how  very 
much  this  Government  is  left  in  the  dark  both  as  to  currency  affairs  and  as  to  treasury 
affairs,  and  how  the  irresponsibility  of  the  local  Government  for  the  management  of  botn 
of  these  departments  has  already  been,  and  may  again  be,  productive  of  evil. 

21.  At  the  same  time  I  cannot  but  concur  to  some  extent  in  what  I  gather  to  be  the 
opinion  of  the  Government  of  India,  that  it  would  be  a  poor  vindication  of  a  banking 
establishment  which  holds  the  treasury  balances,  which  conducts  an  agency  for  the  issue 
and  payment  of  currency  notes,  and  in  the  direction  of  which  are  officers  selected  by 
Gt)vemment,  that  its  position  during  an  anxious  crisis  was,  on  the  whole,  not  so  bad  as 
tiiat  of  the  exchange  banks  by  which  it  is  surrounded.  Unless  it  should  appear,  as  I  hope 
it  wiU,  tiiat  in  this  time  of  severe  pressure,  but  not  of  panic,  the  Bank  of  Bombay  suc- 
ceeded in  giving  to  the  local  money  market  a  degree  01  steadiness  greater  than  it  would 
otherwise  have  had,  the  bank,  I  cannot  but  think,  would  be  held  to  have  done  less  than 
the  shareholders,  the  Government,  and  the  public,  might  justly  expect. 

22.  In  submitting  the  report  now  requested,  the  directors  might  perhaps  be  asked  to 
iumish,  in  addition  to  the  imormation  required  by  his  Excellency,  particulars  also  on  some 
points  in  regard  to  which  authenticated  and  precise  statements  would  be  valuable :  for 
instance — 

Is  it  believed  that,  in  all  probability,  there  would  have  been  litde  pressure  on  the 
currency  department  if  remittances  to  the  interior  might  freely  have  been  made 
in  not^  ? 

Is  it  believed  that,  in  aU  probability,  the  pressure  on  the  bank  would  have  caused 
little  apprehension  if  the  bank  had  been  able  to  reckon  upon  receiving  freely  in  the 
issue  department  coin  to  give  in  exchange  for  notes  ? 

What  sum  (as  nearly  as  can  be  computed)  was  drawn  from  the  bank  for  up-country 
payments  for  cotton  during  each  of  the  last  three  or  four  months  of  J  865,  and  of  eacn 
of  the  preceding  three  or  four  years  ? 

"With  reference  to  paragraph  6  of  the  letter  from  the  Government  of  India — To 
what  extent  did  the  bank  *^  gather  up  its  resources"  during  the  few  months  of  pres- 
sure ?  The  comparison  made  in  one  of  these  papers  between  the  state  of  the  bank  on 
the  19th  September  and  13th  November  last,  seems  to  show  that  during  that  period 
its  first-class  deposits  had  been  reduced  by  99  lacs,  and  its  cash  balances  by  115  lacs. 

What  was  the  state  of  the  bank  on  tlie  worst  day  of  the  late  pressure  ?  The  state- 
ment in  one  of  these  papers  seems  to  indicate  that  on  that  day  (18th  December)  the 
bank's  cash  balances  available  in  Bombay  (exclusive  of  the  balance  of  19^  lacs  in 
Calcutta)  were  32|  lacs,  while  the  liabilities  were  123J  lacs.  I  am  not  sure  whether 
or  not  38  lacs  of  these  liabilities  were  the  balances  of  other  banks  then  imder  extreme 
pressure  for  funds. 

23.  I  do  not  find  here  any  information  as  to  the  extent  to  which,  and  period  during 
which,  the  discount  operations  of  the  bank  were  curtailed. 

(signed)         C.  J.  Erskine. 
2  March  1866. 
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MiifUTS  by  His  Excellency  the  Gt)yernory  dated  2nd  March  1866^  coneorrod  in  by  dnr 

Honourable  C  J.  Urshme, 

Tub  report  required  by  die  Grovemment  of  India  should  now^  be  called  for. 

2.  In  the  mean  time  copies  of  these  minutes  should  be  sent  to  the  Government  of  India, 
as  they  throw  much  light  on  some  of  the  questions  now  before  the  Goyemor  General  in 
Council. 

3.  Till  we  have  the  directors'  report  before  us  I  will  not  enter  further  on  the  jpointa 
discussed  by  my  honourable  colleagues,  merel]^  observing  that,  while  I  agree  with  Mr» 
£llis  in  thinking  that  the  bank  was  not  responsible  for  causing  or  aggravating  the  Decemr* 
ber  crisis,  the  question  whether  the  bank  management  under  the  circumstances  was  good 
or  bad  is  a  very  distinct  one,  on,  which  any  present  opinion  would  be  premature. 

4.  I  cannot  concur  in  the  view*  he  takes  of  Ae  power  of  Gt)vemment  to  draw  its  fund* 
below  the  limit  of  30  lacs;  but  on  this  point  I  would  await  an  expression  of  the  view 
which  tbe  bank  takes  of  its  own  powers  and  liabilities  as  regards  the  balance. 

5.  I  concur  very  generally  in  Mr.  Erskine's  remarks. 

(signed)        H.  B.  E.  Frere. 
2  March  1866.  CI  J.  Ersktne. 


MlHUTE  by  the  Honourable  B.  H.  Ellis. 
Seen.  (signed)        B.  H.  EHu 


Minute  by  His  Excellency  the  Governor,  dated  27th  February  1866. 

Since  writing  on  the  subject  of  the  late  management  of  the  paper  currency  here,  I 
have  seen  the  notification  of  the  Government  of  India  in  the  financial  Department^ 
No.  592,  of  the  3rd  instant,*  appointing  a  Commission  to  report  upon  the  operation  of  the 
Paper  Currency 'Act,  and  it  suggests  one  or  two  remarks  which  I  feel  bound  to  vSA 
to  the  observations  I  have  i^eady  recorded. 

2.  I  do 

*  No.  592. 

Fort  William,  the  3rd  February  1866. 

Uead  agun  tha  foUowing  corvespondence  regarding  the  working  of  the  Paper  Carreney  ;— 

From  the  Chamber  of  Commerce,  dated  2drd  January  1866. 
Ta         ditto  No.  544,  dated  Ist  February  1866. 
From      ditto  dated  3rd        ditto. 

Bbsolution. — The  Grovemor  General  in  Council  obserres  that  the  memorial  of  the  Chamber  of  Commeroe 
is  in  consonance  with  the  views  which  the  Grovemment  had  under  consideration. 

TliO  sense  of  the  commercial  community,  as  well  as  of  the  Government  of  India,  has  been  repeatedly 
declared  in  favour  of  a  gold  currency  ;  but  the  Secretary  of  State  has  not  as  yet  been  satisfied  that  the 
attempt  would  be  expedient  or  practicable.  Instead  of  a  gold,  a  paper  currency  has  been  introduced,  in 
the  expectation  that  it  would  prove  a  more  convenient  and  acceptable  circulating  medium  than  either  of  the 
precious  metals. 

After  the  experience  of  nearly  five  years,  it  is  now  desirable  to  inquire  whether  this  expectation  has  been 
fulfilled.  The  inquiry  should  be,  in  the  first  instance,  an  inquiry  into  the  operation  of  the  Pa|>er  Currency 
Act,  and  not  as  the  Chamber  of  Commerce  propose,  an  inquir}'  as  to  the  expediency  of  introducing  gold  into 
the  monetary  system  of  India.  It  must  be  shown  that  paper  has  not  proved,  and  is  not  likely  to  prove, 
a  circulating  medium  adequate  to  the  want  and  suitable  to  the  habits  of  the  country,  before  an  endeavour 
is  made  to  introduce  gold  in  supersession  of,  or  in  addition  to  paper. 

The  Governor  General  in  Council  has  accordingly  determined  to  appoint  a  Commission,  consisting  partly 
of  official  and  partly  of  mercantile  gentlemen,  to  inquire  into,  take  evidence,  and  report  upon  the  operation 
of  the  Paper  Currency  Act,  upon  any  improved  arrangements,  including  the  introduction  of  notes  of  the 
denomination  of  6  rupees,  by  which  it  could  be  rendered  more  effective,  and  upon  any  extension  of  the 
monetary  system  which  the  increasing  commerce  and  prosperity  of  the  country  may  seem  to  require..  The 
Commission  will  be  constituted  as  follows  ;— 

President ;— His  Excellency  General  Sir  W.  R.  Mansfield,  K.aB. 

Metnbers: 

Honourable  H.  S.  Maine.  Mr.  £.  H.  Lushington. 

Honourable  W.  Grey.  Mr.  G.  Dickson,  Secretary,  Bank  of  Bengal 

Honourable  J.  N.  Bullen.  Mr.  W.  Andereon,  Manager,  Oriental  Bank. 

Honourable  D.  Cowie.  .  Mr.  H.  G.  Dunlop.  Manager,  Agra  and  Mae- 

terman's  Bank. 


Secretai-y : — Mr.  D.  R.  Onslow. 
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2.  I  do'not  know  what  are  the  views  advocated  in  the  memorial  from  the  Chamber  of 
Commerce  (Calcutta),  and  which  are  stated  to  be  in  consonance  with  the  views  which  the 
Government  (of  India)  had  under  consideration* 

3.  But  I  would  submit  to  the  Government  of  India  whether  the  statements  in  the 
second  paragraph  of  the  resolution  are  not  inaccurate  in  a  rather  important  particular. 

4.  I  do  not  know  of  any  "repeated"  declaration  of  the  sense  of  either  the  commercial 
community  nor  of  the  Government  of  India  in  favour  of  an  exclusive  gold  currency  as  a 
substitute  for  an  exclusive  silver  currency^  and  it  was  only  in  that  sense  that  the  Secre- 
tary of  State  had,  as  far  as  I  am  aware,  doubts  of  the  present  expediency  or  practicability 
of  legalising  a  gold  currency.    . 

5.  Again,  is  it  not  a  mistake  to  say,  that  "  instead  of  a  gold  a  paper  currency  has  been 
introduced^  in  the  expectation  that  it  would  prove  a  more  convenient  and  acceptable 
circulating  medium  than  either  of  the  precious  metals"? 

6.  I  submit  with  the  utmost  deference  that  this  is  hardly  an  accurate  statement  of  the 
grounds  on  which  the  Government  of  India,  and  least  of  all  the  late  Mr.  James  Wilson, 
acted.  He  was  the  last  man  to  have  proposed  paper  as  a  substitute  for,  or  as  anything 
but  a  representative  of,  the  precious  metals.  The  foundation  of  all  his  paper  currency 
views  and  arrangements  was  efffectual  provision  for  the  immediate  convertibiKty  of  the 
notes,  and  no  man  knew  better  than  he  did  how  many  of  the  functions  of  currency, 
especially  as  connected  with  foreign  trade,  cannot  be  performed  by  any  but  a  metallic 
currency. 

7.  That  this  is  not  an  important  point  will  be  seen  by  paragraph  3  of  the  Resolution. 

8.  For  I  would  submit  it  is  not,  as  the  resolution  states,  necessary  to  show  that  '*  paper 
has  not  proved,  and  is  not  likely  to  prove,  a  circulating  medium  adequate  to  the  wants  and 
suitable  to  the  habits  of  the  country  before  an  endeavour  is  made  to  introduce  gold  in 
supersession  of,  or  in  addition  to,  paper." 

9.  I  should  have  thought  it  quite  unneces-ary  now  to  ar^ue  that  neither  paper  alone 
Dor  a  metallic  currency  alone  can  provide  *^  a  circulating  medium  adequate  to  the  wants  " 
of  such  a  country  as  India ;  yet  the  resolution  would  seem  to  imply  the  possibility  of 
such  a  result  to  the  inquiry.  Still  less,  I  should  think,  would  any  modern  English 
financier  dream  of  introducing  into  India,  or  any  other  great  commercial  country,  gold  or 
any  other  metal  "  in  supersession  of  paper." 

10.  I  regret  that  these  points  should  have  been  raised  by  the  resolution,  because  they 
may  lead  to  discussions  which  may  draw  away  attention  from  the  very  valuable  results 
which  are  sure  to  follow  any  important  and  thorough  inquiry  into  the  workiaff  of  the 
Paper  Currency  Act,  and  they  may  possibly  prejudice  against  any  suggestions  the  Com- 
radssiom  maj  offer  die  very  able  school  of  economists  to  which  £&.  James  Wilson 
heloBged. 

11.  I  have  no  doubt  it  will  be  found,  as  the  result  of  any  careful  inquiry,  that  the 
Paper  Currency  Act  has  been  a  very  valuable  addition  to  the  commercial  facilities  of 
Inoia;  that  it  has  been  very  imperfectly  carried  out,  and  very  weakly  and  badly  worked; 
and  that  there  are  a  great  number  of  very  feasible  and  obvious  suggestions  for  improving 
its  workings  so  as  to.  make  it  more  generally  useful  without  impairing  the  certain  con- 
vertibility of  the  notes. 

12.  But  that  no  possible  or  prudent  expansion  of  the  paper  currency  will  meet  all  the 
wants  oif  the  country  for  a  larger  and  more  convenient  currency— that  the  use  of  gold  as 
a  legalised  part  of  that  currency  is  imperative — and  that  the  introduction  of  ffoTd  as  a 
legidised  portion  of  our  monetary  system  is  by  no  means  so  difficult  a  problem  as  has  been 
supposed. 

13.  If  anything  of  this  kind  be  the  result  of  the  Commission's  inquiry,  it  must  be  useful 
to  India;  and  I  would,  therefore,  submit  to  the  Government  of  India  that  it  might  be 
well  to  avoid  the  misapprehensions  to  which  I  have  adverted,  by  letting  it  be  known  that 
the  inquiry  is  not  one  into  the  long  settled  question  of  a  metallic  versus  a  paper  currenct', 
nor  an  attack  on  the  currency  views  of  the  late  Mr.  James  Wilson — the  two  aspects  m 
which  I  fear,  from  the  resolution  as  it  stands,  the  appointment  of  the  Commission  ia 
likely  to  present  itself  to  many  readers. 

27  February  1866.  (signed)        H.  B.  E.  Frere. 
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Minute  by  the  Honourable  C.  J.  Erskine,  dated  4tli  March  1866. 

As  the  exact  import  of  paragraphs  2  and  3  of  this  resolution  of  the  Government 
of  India  is  not  quite  clear  to  me^  and  as  an  opportunity  will  no  doubt  be  afforded 
to  this  Government  of  expressing  its  opinion  on  the  subject  of  that  resolution  before 
action  is  taken  on  the  proposals  of  the  new  Currency  Commission,  I  will  not  now  detain 
this  minute,  which  I  am  sure  will  be  received  by  the  Government  of  India  with  very 
special  interest,  as  proceeding  from  one  who  was  so  fully  aware  of  the  intentions  of  the 
late  Mr.  Wilson  in  aU  his  plans  for  a  reform  of  the  currency  in  this  country. 

4  March  1866.  (signed)         C.  J.  Erskine. 


Minute  by  the  Honourable  B.  H.  JSUis^  dAted  5th  March  1866. 

I  BO  not  understand  how  an  inquiry  into  the  working  of  the  Indian  paper  currency 
will  make  it  clear  whether  or  not  a  gold  currency  ought  to  be  introduced,  but  we  have  not 
before  us  the  whole  of  the  detuled  proceedings  of  the  Government  of  India  on  which 
the  resolution  referred  to  was  based,  and  I  therefore  refrain  from  expressing  any 
ftuilier  opinion  at  present.  His  Excellency  the  President's  minute  should  oe  forwarded 
at  once  to  the  Government  of  India. 

5  March  1866.  (signed)         B.  H.  Ellis. 


Minute  by  tiie  Honourable  C.  J.  Erskincy  dated  8tii  March  1866. 

When  I  made  some  remarks  the  other  day  on  the  state  of  the  currency  department  in 
Bombay,  I  was  under  an  impression  that  Mint  certificates  were  habitually  presented  for 
payment  at  the  issue  oflSce  of  that  department  in  the  Bank  of  Bombay ;  that  when  pay- 
ment of  a  Mint  certificate  was  demanded  in  notes,  fresh  notes  were  issued  frx)m  the 
currency  department  against  the  bullion  represented  by  the  certificates ;  and  tiiat  when 
pajnnent  was  demanded  in  coin,  the  amount,  though  taken  at  the  moment  from  the 
Treasury  balances,  was  replaced  (by  adjustments  daily,  or  twice  a  week)  from  the 
currency  reserves,  which  held  in  exchange  the  bullion  represented  by  the  certificate  so 
paid,  until  the  Mmt  could  turn  that  bullion  into  coin. 

2.  This  impression,  it  appears,  was  erroneous.  Not  only  are  Mint  certificates  always 
issued  on  the  Treasury,  but  payment  of  such  certificates,  whether  in  notes  or  coin,  is 
always  made  from  the  Treasury  balances. 

3.  The  process  appears  to  be  this :  so  long  as  the  Mint  is  fully  supplied  with  bullion, 
it  is  kept  at  work  to  the  full  extent  of  its  power ;  and  the  whole  outturn  in  coin  is  sent  as 
a  matter  of  course,  to  the  Treasury,  where  it  is  included  in  the  Treasury  reserves. 

4.  All  Mint  certificates  presented  at  the  bank  are,  as  a  matter  of  course,  paid  in  notes 
or  coin  at  the  option  of  the  holder.  When  coin  is  demanded,  it  is  taken  from  tiie  Treasury 
reserves.  When  notes  are  demanded,  they  are  taken  from  tiie  note  balances  in  the  bank, 
and  the  amount  is  recovered  in  coin  from  tihe  Treasury  reserves. 

5.  If  more  notes  are  required  for  such  payments  than  the  bank  can  spare  from  its 
balances,  fresh  notes  are  obtained  from  the  currency  department,  and  coin  of  equal  value 
is  transferred  from  the  Treasury  reserves  to  the  currency  reserves. 

6.  To  this  extent  the  processes  are  very  simple  ;  no  bullion  at  all  is  forced  upon  the 
currency  department,  and  the  whole  of  its  reserve  (unless  a  portion  has  been  invested  in 
Government  securities)  is  held  in  coined  silver. 

7.  But  when  the  drain  of  coin  from  the  bank  in  payment  of  Mint  certificates,  or  of  other 
demands  on  tJie  Treasury,  is  such  as  to  exhaust  the  supplies  of  coin  in  the  Treasury  and 
in  the  Mint,  recourse  is  had  to  the  expedient  of  taking  coin  from  the  currency  vaults  in 
exchange  for  Mint  bullion,  which  thereby  becomes  nie  property  of  the  currency  com- 
missioner, though  it  remains  in  custody  of  the  Mintmaster. 

8.  The  Mintmaster  must  retain  possession  of  the  bullion  thus  nominally  transferred,  as 
the  Mint  cannot  be  kept  fully  at  work  in  all  its  branches  if  the  amount  of  bullion  at  its 
disposal  be  allowed  to  fall  below  100  or  120  lacs  of  rupees  worth ;  and  so  long,  therefore, 
as  the  pressure  on  the  Treasury  continues,  the  claim  of  the  currency  commissioner  wiU  be 
only  upon  a  stated  amount  (in  value)  of  the  bullion  on  which  the  Mint  is  at  work,  but  the 

?roauct  of  which,  as  it  is  turned  into  coin,  will  always  be  intercepted  by  the  Treasury, 
'he  commissioner  is,  in  fact,  in  the  position  of  a  holder  of  Mint  certificates  who  must  not 
present  them  at  the  Treasury  for  payment  in  coin. 

9.  When 
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9.  When  it  is  considered  that  this  power  of  abstracting  coin  from  the  currency  reserves, 
in  exchange  for  unavailable  bullion,  may  be  used  to  an  indefinite  extent ;  that  the  tempta- 
tion to  use  it  largely  will  be  strongest  when  the  scarcity  of  coin  is  greatest ;  and  that  it 
may  be  used  (as  in  the  autumn  of  last  year)  in  order  to  enable  the  Treasury  to  meet  an 
extraordinary  demand  for  coin  wherewith  to  pay  Mint  certificates,  just  when  the  currency 
department  (thus  unfortunately  weakened)  is  about  to  be  strained  to  the  utmost  by  an 
equally  extraordinary  demand  for  coin  to  pay  away  in  exchange  for  notes ;  it  is  evident 
that  great  experience,  foresight,  and  firmness,  will  be  necessary  to  guard  against  confusion 
in  the  currency  department. 

10.  Indeed,  if  that  department  is  to  be  placed  on  a  really  sound  and  safe  footing,  it 
would  seem  that  Government  should  endeavour  at  once  to  dete  mine  the  minimum  of  note 
circulation,  below  which  the  paper  currency  of  this  circle  never  has  fallen,  or  shown  a 
disposition  to  fall,  even  in  times  of  the  greatest  pressure  for  coined  silver ;  that  this  value 
of  the  minimum  of  paper  circulation  thus  determined  shoud  represent  the  greatest 
amount  of  the  currency  reserves  that  is  ever  to  be  held  in  Government  securities  and 
bullion  together ;  and  that  whenever  a  further  exchange  of  coin  from  the  currency  depart- 
ment for  bullion  from  the  Mint  would  cause  the  combined  values  of  bullion  and  securities 
held  by  the  currency  commissioner  to  rise  above  the  regulated  limit,  accommodation  to 
the  Treasury  should  be  granted  only  in  the  form  of  Government  securities  (in  exchange 
for  bullion)  to  be  realised  by  the  Treasury  at  its  own  risk. 

11.  If  it  should  appear  that  the  Treasury,  when  deprived  of  further  support  from  the 
currency  department,  might  be  exposed  at  certain  seasons  to  excessive  pressure,  due 
provision  should  be  made  to  strengthen  the  balances  at  those  seasons.  A  pressure  resulting 
from  the  general  demands  of  the  public  service  should  always  be  preventible  by  timely 
calls  upon  the  local  treasuries.  A  pressure  resulting  from  extraordinary  demands  in  con- 
nection with  exceptional  importations  of  bullion  might  generally  be  moderated  (as  Colonel 
Hyde  has  suggested)  by  the  issue  of  Mint  bills  bearing  interest,  and  negotiable  like 
Exchequer  bifls ;  at  aU  events  it  should  be  clearly  understood  that,  except  within  certain 
moderate  and  defined  limits,  the  Treasury  must  always  be  compeUed  to  make  independent 
provision  for  its  own  wants  of  every  kind. 

12.  An  abnormal  interference  with  the  currency  reserve  is  not  the  only  evil  of  forced 
and  excessive  reductions  of  the  Treasury  balances.     Such  reductions  are  apt  to  occasion 

great  inconvenience  and  expense,  owing  to  the  necessity  they  create  for  frequent  and 
urried  remittances  to  meet  sudden  emergencies ;  and  in  some  degree,  I  am  assured,  they 
even  tend  to  impair,  or  at  least  to  imperil,  the  character  of  the  coinage  owing  to  the 
extent  to  which  the  Mint  and  Mint  establishments  are  thereby  forced  to  work  against 
time  and  beyond  their  proper  powers. 

C.  J.  JSrshine, 
8th  March  1866. 


Minute  by  His  Excellency  the  Governor,  dated  9th  March  1866. 

This  is  a  most  important  subject,  and  I  generally  agree  with  Mr.  Erskine.  With  his 
permission,  I  would  forward  a  copy  of  his  minute  to  Colonels  Hyde  and  MaxweU,  and  to 
the  officiating  accountant  general,  and  ask  them  to  favour  Government  with  their  remarks ; 
and  copies  should  be  sent  without  delay  to  the  Government  of  India  and  the  Secretary  of 
State  in  continuation. 

H.  B.  E.  Frere. 

9th  March  1866. 


(Financial,  No.  51.) 

To  His  Excellency  the  Right  Honourable  the  Governor  in  Council,  Bombay. 

Sir,  India  Office,  London,  30  April  1866. 

1,  I  HAVE  considered  in  Council  your  financial  letter,  dated  the  13th  March 
last.  No.  8,  forwarding  copies  of  minutes  recorded  by  the  members  of  your 
Government,  on  receipt  of  a  letter  from  the  Government  of  India  calling  for  a 
report  as  to  the  past  management  of  the  Bank  of  Bombay,  and  the  measures 
which  you  may  propose  for  the  future  in  reference  thereto. 

2.  I  had  previously  received  from  the  Government  of  India  a  copy  of  the  letter 
which  you  now  forward,  and  my  instructions  will  be  communicated  to  that 
Government  when  I  shall  be  in  possession  of  their  views  on  the  subject. 

I  have,  &c. 
(signed)        De  Grey  and  Ripon. 
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(Financial  Department. — No,  151  of  18M.) 

To  the  Right  Honourable  the  Earl  De  Grey  and  Ripon,  Secretary  of  State 

for  India. 
My  Lord,  Simla,  14  July  1866. 

In  March  last  the  Government  of  Bombay  forwarded  to  your  Lordship  copies 
of  certain  minutes  recorded  by  the  members  of  that  Goverumeat  regarding  the 
management  of  the  Bank  of  Bombay  in  the  past  official  year. 

fL  Since  then,  the  report  of  the  official  directors  of  the  Bank  on  the  subject 
has  been  submitted,  and  it  is  gathered,  that  a  copy  of  it,  with  furtlier  minutes 
recorded  thereon  by  the  members  of  the  Local  Government,  has  also  been 
sent  home. 

3.  Your  Lordship  having  thus  been  put  in  possession  of  the  entire  correspond- 

Letter  to  the  GovermueDt  of  Bombay,    ^^^^  ^/  ^^^  Government  of  Bombay   on  the    subject,  we  now 

No.  1211,  dated .10  March  1866.         forward  a  Copy  ot  our  reply  to  that  Government,  No.  1456,  dated 

"^d^t^^^^^^lB^^'   ^^*  ^^'    ^^  ^^"^  1866,  and  also  a  copy  of  the  correspondence,  noted  in  the 

letter  to  ditto,  No.  1050,'dated  18  June   margin,  relative  to  the  appointment  of  the  local  Accountant-General 

1866,  with  indoflure.  to  be  a  director  of  the  Bank. 

We  have,  &c. 
(signed)         John  Lawrence. 
W.  R.  MansjUld. 
H.  S.  Maine. 
IV.  Grey. 
G.  N.  Taylor. 
li\  N.  Massey. 
H.  M.  Durand. 


(Financial  Department — No,  1211.) 

To  the  Secretary  to  the  Government  of  Bombay* 
Sir, 

The  attention  of  the  Governor  General  in  Council  having  been  ditwn  to  the  orders  of  the 
Bombay  Government,  dated  20th  February  last,  appointing  the  Honourable  Colonel 
W,  F.  Marriott,  and  G.  Korman,  Esq.,  Civil  Service,  to  be  Government  Directors  of 
the  Bank  of  Bombay,  vice  Lieutenant  Colonel  J.  A.  Ballard,  b.e.,  and  J.  L.  Lusbington, 
Esq.,  Civil  Service,  I  am  directed  to  observe  that,  under  this  arrangement,  Mr.  Chapman, 
the  present  officiating  Accountant  General,  Bombay,  has  been  exekiaed  from  tlie  Direction. 

2.  According  to  the  orders  of  the  late  Honourable  Court  of  Directors,  the  Accountant 
General,  for  the  time  beuie  at  the  PreBidency,  was  always  required  to  be  a  nember  of  Che 
Presideney  Bank,  and  as  that  arrangement  was  then  conaulered  neeesciary  oa  public  graMukf 
its  expediency.  His  Excellency  in  Council  debires  me  to  remark,  is  of  inftnitely  gne^ar 
koaportance  now,  when,  in  addition  to  the  kvterests  of  the  Governinent  as  a  krge  sUar^K)Id6r 
in  the  Bank,  the  Bank  has  the  management  of  the  business  of  the  Generad  Treasury,  with 
which  the  Accountant  General  is  closely  connected,  and  the  balance  of  which,  at  the 
present  time,  exceeds  one  million  sterling.  The  Governdr  General  in  CovDcil  accordingly 
requests  that  His  Excellency  th«  GU^veraor  auiy  be  moved  to  take  the  foregoing  order, 
appointing  Colonel  Marriott  and  Mr.  Norman  into  his  early  reconsideration,  in  order  that 
Mr.  C.  E.  Chapman,  the  oflBciating  Accountant  General,  may  be  appointed  a  Government 
.Director  in  the  place  of  one  of  those  gentlemen. 

I  have,  &c. 

Fort  William,  10  March  1«©6.  (signed)         £.  H.  LnHdngton. 


(No.  299  of  1866.) 

Memobaxoum. 

Financial  Department,  Bombay  Custle, 
21  March  1866. 
Th£  undersigned  presents  compliments,  and  requests  the  Secretary  to  the  Government 
of  India,  in  the  Financial  Department,  will  be  so^ood  as  to  favour  liim  with  reference  to 
paragraph  2  of  Mr.  Lush ingtom's  letter.  No.  1211,  dated  the  10th  lustan^  with  a  copy  of 
the  despatch  fioni  the  late  HonoHrable  the  Court  of  Directors,  requiring  the  Accountant 
General,  for  the  time  being  at  the  Presidency,  to  be  a  member  of  the  Presidency  Bank. 

(signed)         jF.  S.  Chapman^ 

Chief  Secretary  to  Government 
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(Financial  Department — No.  1050.) 

To  the  Chief  Secretary  to  the  Government  of  Bombay. 
Sir, 
In  reply  to  your  memorandum,  No.  299,  dated  2l8<  March  1866,  I  have  the  honour  to 
forward  a  copy  of  an  extract  from  a  despatch  of  the  late  Court  of  Directors,  dated  16th 
December,  No.  26,  of  1846,  from  which  it  will  be  seen  that  it  was  their  wish  that  the 
Accountant  General  should  always  be  a  Director  of  the  Presidency  Bank. 

I  have,  &c. 
(signed)         K  H.  Lushinffton, 
Simla,  18  June  1866.  Secretary  to  the  Government  of  India. 


Extract  from  a  Despatch  of  the  late  Court  of  Directors,  dated  16  December, 

No.  25,  of  1846. 

We  are  of  opinion  that  the  Government  Directors  of  the  Bank  should  be  chogen  fron 
the  highest  ranks  of  our  Civil  Service,  such  as  the  Accountant  General,  the  Secretaries  to 
GU>vernmeiir,  and  others  of  similar  standing,  and  that  the  Accountant  General  should 
always  be  a  Director  of  the  Bank. 

(True  Extract). 

(signed)  F.  Lushington, 

Accountant  General. 


(Financial  Department — No.  14&6u) 

To  the  Chief  Secretary  to  the  Government  of  Bombay. 
Sir, 
I  AM  directed  to  acknowledge  the  receipt  of  your  letter.  No.  609,  dated  16th  June,  with 
enclosures,  regarding  the  management  of  the  Bank  of  Bombay. 

2.  The  letter  from  the  Government  Directors  of  the  Bank  of  Bombay,  which  forms  one 
of  the  enclosures  under  notice,  purports  to  be  a  compliance  with  the  requisition  contained 
in  my  letter.  No.  161,  dated  13th  January,  calling  for  a  report  on  the  liabilities  and  manage- 
ment of  the  Bank  of  Bombay. 

3»  This  report  coo^tains  a  general  review  of  the  condition  and  transactions  of  the  Baak 
during  the  past  15  months,  which  is  in  some  important  particulars  at  variance  with  the 
information  already  in  possession  of  the  Government  of  India. 

4.  The  first  intimation  of  the  pf ecarious  position  of  the  Bank  which  reached  the  Govern- 
ment of  India  was  conveyed  in  a  telegraphic  despatch  from  His  Excellency,  the  Governor 
of  Bombay,  to  His  Excellency  the  Governor  Greneral,  dated  15th  June  1865,  and  contained 
the  following  passages  : — 

"  Directors  state  great  danger  of  Bank  suspending  payment,  unless  immediately  sup- 

E)rted  by  Government.    May  this  Government  advance  to  extent  of  150  lakhs  from  Currency 
eserve  if  necessary  ?** 

*  *  '<  (Jnless  you  telegraph  immediately  authority  to  this  Government  to  act  if  neces- 
sary, it  may  be  too  late  to  avert  disasters,  financial  and  political,  more  extensive  than  mere 
stopping  of  Bank." 

5.  It  is  now  averred,  in  the  8th  paragraph  of  the  report  under  reference,  that  on  this 
15th  of  June,  **  when  Government  were  asked  to  render  assistance  in  case  of  need,"  it  **  was 
distinctly  stated  that  the  position  of  the  Bank  warranted  the  belief  that  only  moral  support 
was  needed  to  restore  confidence.**  ''The  result  proved  this  anticipation  to  be  correct,  no 
other  sort  of  aid  having  been  either  asked  for  or  required." 

6.  It  is  needless  to  comment  on  the  wide  discrepancy  between  the  telegraphic  dispatch  of 
the  i5th  June  J  865  and  the  statement  of  the  Bank  on  the  31st  March  1866. 

7.  The  Bank  having  been  relieved  from  pressure  by  the  prompt  assurance  of  the  Govern- 
ment of  India  that  the  Government  of  Bombay  would  be  supported  in  the  exercise  of  its 
discretion  in  the  emergency  described  in  the  telegram  of  His  Excellency  the  Governor,  it 
was  not  unreasonably  expected  by  the  Governor  General  in  Council,  that  the  Bank  would 
have  emptoyed  the  interval  between  June  and  December,  when  a  second  monetary  crisis 
took  place  in  contracting  the  credits,  which,  according  to  its  own  admission,  had  been  so 
recklessly  granted  previous  to  April.  The  Governor  General  in  Council  is  now,  however, 
informed  that,  considering^  the  nature  of  the  advances  that  had  been  made,  the  Bank  was 
of  opinion  that  a  policy  of  forbearance  was  preferable  to  that  of  pressure.  The  Governor 
General  in  Council  has  not  been  afforded  the  information  which  would  enable  him  to  pro- 
nounce an  opinion  on  the  soundness  of  that  policy.  But  ,assuminp  that  the  course  pursued 
by  the  Banlc  was  justified  by  the  circunistances,  it  surely  cannot  be  contended  that  it  wag 
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prudent  to  remit  a  considerable  sum  to  Calcutta  from  July  to  September,  and  to  continue 
making  these  remittances  up  to  the  clo>e  of  the  year,  in  theiace  of  a  drain  which  resulted  in 
the  withdrawal  of  115  lakhs  from  the  coffers  of  the  Bank. 

8.  Much  complaint  has  been  made  that  11  lakhs  of  Calcutta  bills  were  sent  to  Bombay, 
*' with  the  illusory  expectation  of  strengthening  the  Cuirency  Department"  But  it  is  to 
be  ob>erved  that,  when  these  bills  were  sent,  the  Government,  of  India  was  not  aware  of  the 
great  deficiency  of  specie  in  the  Bank  of  Bombay,  and  that,  as  soon  as  they  were  informed 
that  the  bank  was  not  in  a  position  to  cash  these  bills,  a  large  remittance  in  coin  was  at 
once  sent  to  Bombay  by  a  special  steanier,  at  a  greai  cost  to  Government. 

9.  The  Directors  of  the  Bank  of  Bombay  justify  their  purchase  of  bills  on  Calcutta, 
from  July  to  December  1866,  by  the  fact  that,  "as  a  rule,  money  in  Calcutta  can  always 
at  once  be  realized  in  Bombay  at  a  very  slight  discount."  It  was  not  known  in  Calcutta, 
in  December,  that  this  state  of  things  had  altogether  ceased  to  exist 

10.  The  directors  deny  that  the  "currency  crisis,"  as  they  term  it,  was  in  anyway 
"attributable  to  the  bank  or  its  management.''  His  Excellency,  the  Governor,  ascribes  the 
difficulties  of  December  to  two  causes;  firsf,  "an  alteration  in  the  general  system  of  cotton 
trade,  in  consequence  of  which  the  cotton  and  up-country  dealers  have  this  year  demanded 
cash  payments,  instead  of  selling  their  cotton,  as  formerly,  on  credit."  ''This  alteration," 
His  Excellency  adds,  "  was  sudden,  and  could  not  be  foreseen."  But  this  alteration  in 
the  mode  of  conducting  the  cotton  trade  caused  the  pressuie  on  the  Currency  Department; 
and,  if  it  was  unforeseen  by  the  Government  of  Bombay,  it  could  not  have  been  provided  for 
by  the  Government  of  India. 

11.  The  second  cause  of  difficulty  in  December,  to  which  His  Excellency  adverts,  was 
the  insufficient  reserve  of  coin  kept  at  Bombay  in  the  Government  and  Treasury  Depart- 
menis.  The  Government  balance  on  the  22nd  December,  which  the  directors  describe  as 
the  worst  day,  was  27  lakhs  in  excess  of  the  minimum,  and  comprised  a  sufficient  proportion 
of  coin,  without  reference  to  the  demand  for  coin  caused  by  the  unforeseen  alterations  in  the 
exigencies  of  the  cotton  trade. 

12.  With  regard  to  Ihe  insufficiency  of  the  reserve  of  coin  in  the  Currency  Department,  the 
Governor  General  in  Council,  is  aware  that  investments  of  deposits  have  been  effected  to  an 
extent  which  has  not  been  justified  by  the  expansion  which  the  note  circulation  has  as  yet 
attained. 

13.  For  these  reasons,  the  Government  of  India  has  never  held  the  bank  responsible  for 
the  crisis  of  December.  All  that  the  Governor  General  in  Council,  has  alleged,  with 
reference  to  this  branch  of  the  subject,  is  fully  admitted  by  the  directors  when  they  say 
that  the  bank  "  ought  not  only  to  have  been  in  a  position  of  unquestionable  security  as 
regards  its  own  affairs;  but  to  have  been  able  to  render  material  and  direct  aid  to  the 
Government." 

14.  In  the  opinion  of  the  Governor  General  in  Council,  it  would  be  very  unprofitable  to 
proceed  further  in  a  controversy  in  the  recent  history  of  the  bank.  It  is  sufficient  that  it  is 
fully  and  frankly  admitted  by  the  Directors  in  their  Report  that,  previous  to  April  1865,  the 
capital  of  the  bank  was  employed  "in  a  very  imprudent  manner;  and,  instead  of  having  it 
available  in  the  hour  of  need,  the  great  bulk  of  it  was  locked  up  in  loans  and  advances  to 
parties  from  whom  it  was  hopeless  to  expect  punctual  payment." 

15.  The  embarrassments  of  the  bank  are  wholly  attributable  to  abuse  of  powers  which 
ought  not  to  have  been  conferred  upon  it  by  charter,  and  which  are  not  possessed  by  ^e 
banks  of  Bengal  and  Madras.  The  Government  of  Bombay  proposes  immediately 
to  remedy  this  grievous  error  by  a  legislative  enactment;  and  this,  with  the  recent  removafy 
by  the  Secretary  of  State,  of  the  restrictions  on  the  (qualifications  for  direction  which  unduly 
narrowed  the  field  of  selection  for  that  office,  will,  it  is  hoped,  ensure  sounder  management 
in  the  future.  But  the  Governor  General  in  Council,  observes  with  regret  that,  notwith- 
standing the  discontinuance  by  the  bank,  for  the  last  10  months,  of  business  of  an  objection- 
able character,  it  has  not  yet  retrieved  its  position,  and  that  the  recurrence  of  a  commercial 
crisis  has  rendered  it  necessary  for  the  Government  of  Bombay  to  come  forward  witu 
renewed  promises  of  aid,  in  a  telegram  to  the  Accountant  General^  to  the  following 
effect : — 

**If  need  require,  Government  authorise  you  to  support  the  bank  with  all  Government 
balances  and  other  available  resources." 

The  Governor  General  in  Council,  though  fiilly  sharing  in  the  desire  of  the  Bombay 
Government  to  uphold  the  credit  of  the  bank^  cannot  suffer  the  revenues  of  India  to  be  in- 
definitely pledged  to  the  support  of  an  establishment  of  the  affairs  of  which  he  is  kept  in 
ignorance.  Tlie  information  furnished  by  the  Report  of  the  Directors  contains  little  more 
than  is  to  be  found  in  the  general  statements  of  assets  and  liabilities  published  in  the 
newspapers.  That  there  may  be  no  further  misapprehension  on  this  subject,  the  statement 
which  nis  Excellency  the  Governor  General  in  Council,  requires  is  comprised  in  the  follow- 
ing particulars: — 

I.  The  banks,  firms,  and  individuals  to  which  the  bank  is  under  advances. 
IL  The  dates  and  amounts  of  such  advances. 

III.  The 
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III.  The  securities  upon  which  they  have  been  made,  and  the  sums  advanced  upon  each 
security. 

16.  The  bank  should  have  no  hesitation  in  furnishing  these  particulars,  which,  having 
regard  to  the  pecuhar  circumstances  at  present  affecting  the  relations  of  the  Government  of 
India    and  the  bank,  His  Excellency  the    Governor  General  in  Council,  is  bound   to 
demand. 

17.  There  remain  only  two  points,  in  His  Excellency  the  Governor's  Minute,  which  appear 
to  demand  notice ;  first,  that,  besides  the  Local  Government,  the  "  Bank  of  Bombay  is 
subject  to  the  distant,  and  not  always  friendly,  criticisms  of  more  than  one  department  of 
the  Govei-nment  of  India,"  and  that  His  Excellency  "  cannot  doubt  that  the  inconvenience, 
delay,  and  confusion  of  responsibility  thus  engendered  are  very  serious  evils." 

18.  The  Governor  General  in  Council,  is  at  a  loss  to  understand  to  what  particular  pro- 
ceedings of  the  Government  of  India  His  Excellency  the  Governor  refers  as  haviner  caused 
such  serious  consequences,  and  requests  that  the  particular  cases  His  Excellency  the 
Governor  had  under  review  may  be  brought  to  his  notice. 

19.  So  far  as  the  Governor  General  in  Council,  is  aware,  no  criticisms  have  been  made 
by  the  Government  of  India  on  the  conduct  and  management  of  the  Bank  of  Bombay, 
other  than  those  under  notice  in  this  communication,  which  were  forced  upon  the  Govern- 
ment by  the  "  reckless  **  proceedings  of  the  bank.  In  other  respects  the  proceedings  of  the 
Government  of  India,  with  relation  to  the  Bank  of  Bombay,  have  been  confined  to  supply- 
ing the  General  Treasury  at  Bombay  with  remittances  from  other  parts  of  India,  and  in 
occasionally  making  transfers  of  coin  and  bullion  between  the  General  Treasury  and  Currency 
Departments.  Orders  on  these  subjects  are  nece-sarily  made  in  communication  with  the 
officers  primarily  responsible  for  the  management  of  these  departments,  and  are  not,  in  the 
judgment  of  the  Government  of  India,  open  to  objection. 

20.  Secondly,  His  Excellency  the  Governor  of  Bombay  urges  the  expediency  of  an 
amalgamation  of  the  Government  Banks.  Whatever  may  be  the  advantages  of  such  a 
scheme,  the  Governor  General  in  Council,  must  decline  to  enter  into  the  consTderation  of  a 
subiect  which  would  at  once  raise  the  question  of  maintaining  the  existing  arrangements 
with  the  Presidency  Banks,  which  have  so  lately  been  definitively  settled  under  the  immediate 
direction  of  the  Secretary  of  State. 

I  have,  &c. 
^.    ,  ^  ,  ,  (signed)         £.  H.  Lushington, 

Simla,  13th  July  1866.  Secretary  to  the  Government  of  India. 


Telegram  to  the  Government  of  India. 

Secretary  of  State  to  Financial  Secretary,  Simla. 

24  August  1866. 
Send  papers  referred  to  in  paragraph  2,  Financial  Despatch,  161,  Management 
Bombay  Bank. 


(No.  193.  — Government  of  India.— Financial  Department.— Accounts.) 

To  the  Right  Honourable  Viscount  Cranbome,  Secretary  of  State  for  India. 

My  Lord,  Simla,  29  August  1866. 

In  contmuation  of  our  Despatch  dated  14th  July  1866,  No.  161,  we  have  the 
honour  to  forward  herewith  a  copy  of  the  papers  referred  to  in  paragraph  2 
thereof  regarding  the  management  of  the  Bank  of  Bombay. 

We  have,  &c., 
(signed)        John  Lawrence. 

W.  R.  Mansfield. 
H.  8.  Maine. 
W.  Grey. 
G.  N.  Tat/lor. 
IV.  N.  Massey. 
H.  M.  Durand. 
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(No.  609,  dated  16ih  June  1866). 

From  J.  King,  Esq.,  Acting  Under  Secretary  to  the  Government  of  Bombay,  to  E.  H. 
LuskingtoHf  I -sq..  Secretary  to  the  Government  of  India,  Financial  Department. 

With  reference  to  paragraph  2  of  Mr.  Chief  Secretary  Chapman's  letter,  No.  604,  dated 

Letter  from  the  Goyemment  Directors  of  the  Bank  ^^l   13th  instant,   I   am  directed  to  forward  to  you,  for 

bf  Bombay,  dated  31  March  1866,  with  indosures.  submission  to  the  bovemment  of  India,  the  accofiipanymg 

Minute  bj  his  Excellency  the  GoTemor,  dated  *29  May  copies  of  the  papers  noted  in  the  margin,  regarding  the 

1866,  with  mclofures.  management  of  the  Bank  of  Bombay :  — 

Ditto  by  hit  Excellency  the  Commander  m  Chief, 
dated  11  June  1866. 

Ditto  by  the    Honourable  Mr.  B.  H.    EIHb,   dated 
11  June  1866. 


(Dated  31st  March  1866.) 

From  the  Government  Directors,  Bank  of  Bombay,   to  F.  S.    Chapman,  Esq.,  Chief 

Secretary  to  Government,  Bombay. 

We  have  the  honour  to  submit  the  report  called  for  in  your  letter,  No.  371,  dated 
14th  March,  regarding  the  management  of  the  Bank  of  Bombay  during  the  whole  of  the 
the  past  year. 

•  No.  161,  dated  the      2.  We  would,  in  the  first  place,  beg  to  point  out  that  the  Government  of  India,  in  their 
13th  January  last,     letter*  calling  for  this  information,  have,  in  alluding  to  what  are  termed  ''the  monetary 

convulsions  ^  that  have  occurred  in  Bombay  during  the  past  year,  apparently  mixed  up  two 

totally  distinct  events. 

3.  The  crisis  that  occurred  in  June  last  was  a  purely  commercial  one,  brought  about  by 
the  excessive  and  wild  speculation  that  prevailed  in  Bombay  during  the  year  1864,  and  by 
the  sudden  intelligence  of  the  cessation  of  the  American  war. 

4.  The  December  crisis,  on  the  other  band,  was  occasioned  by  a  return  of  commerciai 
prosperity,  the  great  demand  for  cotton,  coupled  with  the  introduction  of  a  comparatively 
novel  system  oi  payment  by  advances,  having  created  a  drain  on  coined  silver  such  as  tl» 
currency  department  were  unable  to  cope  with.  The  bank  was  at  this  epoch  in  no  diflSculty 
as  regards  its  own  affairs. 

6.  Having  endeavoured  to  explain  the  very  distinct  character  of  the  two  events,  we  will 
state  how  far,  in  our  opinion,  the  bank  is  to  blame  for  the  position  it  found  itself  in  on 
each  of  the  occasions. 

6,  With  regard  to  the  first,  previous  to  April  1865,  loans  were  granted  with  an 
amount  of  recklessness-  that  appears  now  to  be  almost  incredibie.     Not  only  were  credits 

S'ven  to  individuals  and  firms  of  recognised  mercantile  position  to  an  extent  far  in  excess  of 
e  limit  that  prudence  demanded  should  be  placed  on  such  transactions,  but  pei^sons  who 
were  not  even  engaged  in  any  ostensible  commercial  pursuits  were  accommodated  with  large 
sums  of  money,  wbtch  could  only  have  been  required  for  purposes  of  share  speculation. 

7.  As  the  gentlemen  who  were  the  official  directors  during  the  period  referred  to  are  not 
in  the  country  to  defend  themselves,  we  have  some  hesitation  in  passing  judgment  on  the 
management ;  but  as  far  as  we  can  see  it  admits  of  no  justification.  The  only  excuse  that 
can  be  offered  is,  that  at  the  time  this  most  wild  speculative  excitement  set  in,  the  Bank 
had  the  misfortune  to  double  its  capital ;  money  was  very  plentiful  throughout  Bombay ; 
a  number  of  new  monetary  institutions  under  the  denomination  of  banks  and  financuds  had 
sprung  into  existence,  thereby  occasioning  a  good  deal  of  competition  ;  and  the  consequence 
was,  that  the  bank,  looking  too  much  to  making  a  high  dividend,  and  over-coofident  in 
the  experience  of  the  past  (it  is  belreved  that  a  sum  of  25,000  rupees  would  fully  cover  all 
the  losses  the  bank  ever  sustained),  employed  its  capital  in  a  very  imprudent  manner,  and, 
instead  of  having  it  available  in  the  hour  of  need,  the  great  bulk  of  it  was  locked  up  in 
loans  and  advances  to  parties  from  whom  it  was  Iwopeless  to  expect  punctual  payment. 

8.  In  justice  to  the  bank,  we  must,  however,  point  out,  with  reference  to  the  remaiks  of 
the  Government  of  India  regarding  **the  repeated  and  u^ent  demands  for  relief"  alleged 
10  have  been  made,  that  no  actual  relief  has  ever  been  afforded  to  the  bank.  On  the  15th 
June  last,  when  Government  were  asked  to  render  assistance  in  case  of  need,  it  was 
distinctly  stated  that  the  position  of  the  bank  warranted  the  belief  that  only  moral  support 
was  needed  to  restore  confidence.  The  result  proved  this  anticipation  to  be  correct,  no 
other  sort  of  aid  having  been  either  asked  for  or  required.  On  that  date,  when  the  panic 
was  at  its  highest,  and  when  two  local  banks  had  withdrawn  their  balances  to  the  extent  of 
about  50  lacs,  the  position  of  the  bank  was  as  follows : — 


Government  balance 
Other  liabilities 


I     Rupees. 
*     4,40,000 
21,60,000 


Total    -    -    -    U». 


26,00,000 
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The  cadi  and  notes  in  baod  amount<ed  to  76  lakhs;  and  as  many  of  the  liabilities  were  in 
the  shape  of  fixed  deposits,  the  bank  was  ifot,  for  ordinary  times,  in  an  unfavourable 
position. 

9.  With  regard  to  the  December  crisis,  as  far  as  we  can  gather,  the  charges  against  the 
bank's  management  are — 

1.  That,  notwithstanding  the  great  demand  for  money  since  October  last,  it  did 
not,  as  it  is  termed,  "  gather  up  its  resources,"  but,  instead  of  doing  so,  reduced  its 
available  balances  in  Bombay  by  the  purchase  of  bills  on  Calcutta. 

2.  That  it  has  infringed  the  6th  clause  of  the  agreement,  by  which  all  sums  in 
excess  of  40  lakhs  are  required  to  i)e  set  aside  in  cash,  to  be  kept  in  reserve  in  a 
sepamte  cash  room  on  account  of  Government. 

3.  That  though  on  the  21st  December  the  total  treasury  balance  was  nominally 
«0  lakhs,  the  total  amount  of  rupees  in  the  bank  was,  including  those  belongin;^  to 
Government,  only  Sj^  lakhs,  the  remainder  consisting  of  gold,  notes,  and  small  silver. 

10.  We  sliall  endeavour  to  reply  seriatim  to  these  objections. 

11.  The  1st  of  July  found  the  Bank  with  very  many  of  its  formerly  best  constituents, 
either  insolvent  or  embarrassed.  It  was  plainly  seen  that  unless  a  general  policy  of  for- 
bearance was  exercised,  loans  which  would  in  all  probability  prove  ultimately  good,  would, 
if  the  parties  were  pressed,  result  in  immediate  and  heavy  loss.  The  "  gathering  up  of 
resources  "  was  thus  a  thing  to  be  done  gradually,  and  not  at  once.  The  Bank,  liowf  ver, 
had  so  far  done  so,  that  when  the  heavy  drain  came  upon  it  (115  lakhs  were  withdrawn 
between  the  19tb  September  and  lath  Novecnber)  it  had  cash  enough  to  mtet  that  drain 
without  requiting  or  asking  for  assistance.  Loans  aiul  discouais  were  much  circumscribed, 
and,  as  far  as  could  be  known,  they  were  granted  only  for  purely  commercial  purposes. 
When  in  September  the  Bank's  cash  amounted  to  about  two  crores,  instead  of  increasing 
local  loans  and  discounts,  a  considerable  sum  was  remitted  to  Calcutta  at  a  very  profitable 
mte.  The  Government  of  India  have  found  fault  with  this  course,  but  it  must  be  lK>me  in 
mind  that  the  business  was  a  safe  and  profitable  one,  and  that,  as  a  rale,  money  in  Calcutta 
can  always  at  once  be  rearis.ed  iu  Bombay  at  a  very  slight  discouiU. 

12.  To  revert  to  precise  figures:  on  the  30th  June  the  amount  lent  from  the  heaJ  office 
was  321  lakhs,  and  on  the  30th  December  313  lakhs.  Of  the  former  amount  79  lakhs  had 
been  realised  up  to  tJUe  ^Oih  Deeember,  and  12(S  were  overdue.  The  process  of  recovery 
has,  it  must  be  admitted,  been  r1ow«  but  then  the  very  great  delay  attendant  on  all  legal 
proceedings  in  Bombay,  and  the  £act  that  the  largest  of  the  bank's  debtors  have  not  yet 
realised  the  proceeds  of  the  curre&t  year's  investments  in  cotton  and  tether  produce,  must 
not  be  overlooked*  We  do  not  suppose  that  by  the  terra  '^  gathering  up  of  resources  "  it  it 
intended  to  meatu  that  the  mm*  cdlected  during  this  interval  should  have  been  left  unem- 
ployed <Iur]Dg  the  interval  referred  to.  The  directors,  in  the  interest  of  the  sharehoklers, 
considered  it  necessary  to  employ  this  money  in  the  safest  and  most  profitable  manner,  and 
this  they  did  by  granting  safe  loans  at  short  dates. 

13.  Tbe  position  of  the  hank  on   its  worst  day,   viz.,  the  22nd  December,  was  as 

follows : — 


Government  balance 
Other  Liabilities  - 


Cash  and  notes  in  hand 


Rupees. 
67,98,117 
1,18,43,153 


1,78,41,270 
4^6,20,5M 


or  nearly  one-third  of  total  liabilities.  The  Government  balance  had  been  increased  by 
the  bank  liaving  had  to  discount  about  11  lakhs  of  Calcutta  bills  which  had  been  sent  with 
the  illusory  expectation  of  strengthening  the  currency  department.  During  this  period 
the  bank  not  only  refrained  from  sending  in  notes  for  cash,  but  paid  away  even  half 
rupees  for  notes,  so  as  to  afford  the  mint  time  to  coin.  Much  stress  has  been  laid  on  the 
fact  that  the  total  banVs  balance  was  less  than  the  amount  of  the  total  treasury  balance. 
Setting  aside  the  question  of  the  30  lakhs  of  the  latter  being  viewed  by  ihe  bank  in  the 
li^t  of  a  fixed  deposit,  it  must  be  evident  that,  considering  the  total  amount  of  actual 
silver  coin  in  the  bank  was  so  small,  the  Government  could  not  have  drawn  on  the  bank 
with  a  view  to  strengthening  the  currency. 

14.  On  a  careful  review  of  the  whole  circumstances,  we  have  come  to  the  conclusion  that 
the  currency  crisis  in  December  last  was  in  no  way  attributable  to  the  bank  or  its  manage- 
ment. In  expressii^  tliis  opinion,  we  must  add,  that  although  the  position  of  the  bank  on 
this  occasion  was  not  one  of  danger  as  regards  itself,  yet  it  was  not  as  strong  as  either  the 
Government  or  the  public  had  a  right  to  expect.  It  ought  not  only  to  have  been  in  a 
position  of  unquestionable  security  as  regards  its  own  affairs,  but  to  have  been  able  to  render 
material  and  direct  aid  to  the  Government,  lliat  it  was  not  able  to  do  so  was  owing  to 
the  greater  portion  of  its  capital  being  unavailable  in  consequence  of  the  imprudence  that 

133.  D  4  characterised 
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characterised  the  management  prior  to  April  last,  and  not  in  consequence  of  anything  that 
subsequently  took  place.  » 

16.  The  supposed  infringement  of  the  agreement  consists  apparently  in  the  Bank  not 
having  kept  the  surplus  ot  the  Government  brilance  above  40  lakhs  hi  actual  coined 
rupees.  We  confess  to  being  somewhat  astonished  at  such  an  objection  having  been  raised. 
It  is  only  necessary  for  us  to  remark  that  the  word  used  in  the  agreement  is  ^'  cash ;"  ibat 
notes  and  cash  must  to  all  intents  and  purposes  be  held  to  be  the  same;  that  even  if  it  were 
otherwise,  the  bank  would  have  had  no  difficulty  in  presenting  their  notes  for  rupees,  and 
that  the  result  of  doing  so  would  simply  have  been  to  increase  the  difficulties  under  which 
the  Currency  Department  was  then  labouring. 

16.  The  hank  can  in  no  way  be  held  responsible  for  the  fact  that  out  of  the  60  lakhs 
comprising  the  treasury  balance  only  six  and  a  half  were  in  rupees.  As  far  as  it  was  con- 
cerned, nothing  could  have  been  easier  than  to  present  notes  for  rupees.  While  on  this 
subject  we  may  remark  that  the  directors  consider  they  are  entitled  to  the  free  use  of  30 
lakhs,  and  that^  inasmuch  as  Government  when  they  draw  on  this  sum  pay  the  bank  as  on 
an  over-draft,  they  are  entitled  to  ireat  that  amount  as  a  fixed  deposit.  The  sum  allowed 
for  expenses  is  not  nearly  sufficient  to  pay  the  required  staff;  and  if  the  bank  is  not  to  be 
allowed  the  free  use  of  this  30  lakhs,  the  keeping  of  the  Government  accounts  would  result 
in  a  loss.  When  the  Government  balance  exceeds  40  lakhs,  copper  and  small  coins  in 
hand  are  always  considered  as  part  of  the  surplus  cash  held  under  clause  5.  This  money, 
if  it  can  be  so  called,  U  of  no  use  whatever  to  the  bank,  as  has  been  frequently  represented ; 
and  wc  consider  that  it  should  be  kept  in  the  hands  of  the  Currency  Department,  and  not 
with  the  bank. 

17.  With  regard  to  the  examination  the  Government  of  India  direct  should  be  made  into 
the  affairs  of  the  bank,  we  beg  to  annex  a  statement  showing  the  fortnightly  position  of  the 
bank  uith  respect  to  assets  and  liabilities  during  ihe  year  1866.  We  beg  further  to  report 
that  the  total  amount  of  loans  and  discounts  outstanding  on  the  30th  December  at  both  the 
head  office  and  branches  was  Bs.  381  lakhs,  that  out  of  this  Us.  163  lakhs  are  overdue,  and 
that  30  lakhs  have,  after  a  careful  and  impartial  scrutiny,  been  set  down  as  the  amount  of 
of  the  jirobable  eventual  losses.  From  the  balance  sheet,  a  copy  of  which  is  annexed,  it 
will  be  observed,  the  bank  will,  after  allowing  for  all  losses,  and  after  having  paid  a  half- 
year's  dividend  at  the  rate  of  eight  per  cent,  per  annum,  be  possessed  of  about  three  lakhs 
in  excess  of  its  capital. 

18.  If  any  investigation  in  addition  to  that  recently  made  by  the  auditors  appointed  by 
the  shareholders  is  deemed  necessary,  we  would  suggest  that  it  be  conducted  by  competent 
accountants  wholly  unconnected  with  the  past  and  present  management,  especially  if  such 
investigation  is  to  have  for  its  object  how  far  each  individual  director,  whether  official  or 
elected^  is  responsible  for  the  losses  that  have  been  sustained.  We  have  reason  to  believe 
that  the  present  directors  would  have  no  objection  to  this  course  being  adopted  solely  for 
the  information  of  Government,  and  that  they  court  the  fullest  enquiry  into  the  leport  of 
the  auditors  appointed  hy  the  shareholders. 

19.  The  operations  of  the  bank,  not  only  during  the  past  six  but  during  the  past  10 
months,  will,  we  believe,  bear  the  strictest  scrutiny;  and  there  is  no  prospect  of  the  loss  of 
a  rupee,  or  a  single  new  transaction  entered  into  during  that  period. 

20.  With  regard  to  the  future,  the  only  practical  difference  between  the  chartergranted 
to  this  bank  and  that  granted  to  the  Bank  of  Bengal  is  that  contained  in  Section  XXXII. 
of  Bombay  Act  X.  of  1863,  authorizing  advances  being  made  on  shares ;  and  we  have 
reason  to  believe  that  the  directors  would  have  no  objection  to  its  being  expunged,  as  for 
the  last  10  months  this  power  has  never  been  made  use  of.  A  copy  of  the  terms  on  which 
the  Bank  of  Bengal  conducts  the  business  of  Government  up-country  is  annexed,  and 
we  have  no  doubt  that  the  Bank  of  Bombay  would  be  willing  to  accept  the  same  con- 
ditions. 

21.  There  is  one  point  to  which  we  deem  it  necessary  to  allude,  and  that  is  the  mode  in 
which  the  current  business  of  the  bank  is  for  the  future  to  be  conducted.  It  is  our  belief 
that  had  the  directors,  both  official  and  elected,  kept  themselves  acquainted  with  the  state 
of  affairs  during  1864  and  the  early  part  of  1865,  a  great  number  of  the  imprudent  loans 
that  were  then  made  would  never  have  been  granted.  For  some  months  past  almost  every 
application  for  either  a  loan  or  discount  has  been  submitted  to  the  fiill  board  of  directors; 
and  in  order  that  the  duties  and  responsibilities  of  the  secretary  may  be  clearly  understood^ 
and  each  director  kept  fully  informed  of  what  is  going  on,  the  annexed  rules  have  been 
prepared. 

22.  Our  colleague,  the  Honourable  Colonel  Marriott,  left  before  this  report  was  com- 
pleted. At  his  request,  we  beg  to  submit  a  minute  he  drew  up  previous  to  his  departure, 
together  with  a  letter  from  Mr.  Hannay,  the  chairman  of  the  bank,  commenting  on  the 
criticisms  contained  in  it. 
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Fortnightly  Statement  of  Cash  Balances  and  Liabilities,  &c.,  of  the  Bank  of 
Bombay  at  its  Head  office,  durin*^  the  year  1866. 

Referred  to  in  paragraph  17  of  the  report  of  the  Government  Directors  of  the  Bank. 


DATE. 


Qovernment 

Balance  including 

Reserve. 


1866. 

3  January 
14       „ 

4  February 
18       „ 

4  March  - 
18      „ 
1  April   . 

16  „  - 
29  „  - 
18  May     - 

8  June     - 

17  „      - 

1  July  - 
16  „  . 
20  „  . 
12  August 
26       „ 

9  September 
23      „ 

7  October 

4  November 
18 

2  December 
16       „ 

80      „ 


Total  Cash 

Balance  Bank  and 

Government. 


Lakhs. 

46 

60 

62 

71 

66 

46 

37 

36 

63 

39 

64 

63 

64 

61 

48 

40 

34 

47 

68 

72 

67 

64 

46 

66 

68 

69 


liabilities  payable 
on  demand. 


Lakhs, 

244 
264 
263 
224 
174 
167 
180 
206 
207 
161 
168 
94 
114 
136 
149 
158 
186 
179 
187 
126 
71 
66 
06 
86 
72 
91 


Lakhs. 

480 

600 

658 

627 

461 

420 

416 

416 

418 

346 

347 

240 

237 

260 

264 

262 

312 

321 

342 

326 

273 

233 

218 

231 

209 

214 


Fized  Deposits. 


Lakhs. 

18 

19 

20 

20 

25 

26 

27 

31 

34 

46 

63 

49 

63 

60 

61 

62* 

47 

48 

48 

42 

42 

46 

44 

44 

44 

44 


30  June  1866.    Amount  lent  at  Head  Office  outstanding  at  this  date    -        -        - 

dOth  December  1866.     Ditto        -        ditto        ...    ditto      ... 

„  (Of  which  in  Past  due  Bills    -        -  72  lakhs.) 

99  (        »        in  Loans  and  Cash  credit  overdue  -     64  lakhs.) 

Amount  of  probable  eventual  loss  at  Head  Office  and  Branches  as  estimated  by 
Directors       -----•-....-. 

(Say  i?21  lakhs.) 


Bs. 

321  lakhs. 

313       „ 


30 


Statement  of  Cash  on  hand,  and  Liabilities,  &c.,  at  the  Branches  of  the  Bank  of 
Bombay  on  30lh  June  and  30th  December  1866, 


Date. 

Cash. 

Liabilities* 

Loans,  Cash  Credits,  and 
Discounts. 

1866. 
30  June   -        -        .        - 

30  December   ... 

Lakhs. 
62 

44 

Lakhs. 
62 

48 

Lak/is. 

73 

(Of  which  in  past  due  Bills 

13  lakhs.) 

67 

(Of  which  in  past  due  Bills 

37  lakhs.) 

133. 


E 
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(EncloBore  referred  to  in  paragraph  17  of  the  Report  of  the  Government  Directors  of 

the  Bank.) 

Bank  of   Bombay. 

Dr.  Statement  of  Affaibs  on  Slst  December  1865.  Cr. 


Rs. 

Ri. 

To  Proprietors'  Capital 

1,04,60,000 

By  Loans  and  Cash  Credits  at 

„            „          New  Capital 

1,04,03,000 

Head  Office  and  Branches 

,,  Bank  Notes  and  Post  Bills  in 

on  Deposit  of  Securities  - 

1,62,34,825 

circulation  at  Head  Office 

„    Bills  discounted 

2,19,84,173 

and  Branches     ... 

2,46,420 

„     Dead  Stock     - 

7,69,816 

yf  Deposit    Accounts,    Receipts, 

„     Stamps    -        -        -        - 

12,466 

and  all  other  Liabilities 

8,11,88,019 

„    Balances  with  Correspon* 

,,  Reserve  Fund,  including  Pro- 

dents     -        -        -        - 

22,86,881 

fits  for  year     .   - 

41,24,960 

,,     Balances  with  Branches  - 

66,68,767 

„    Cash  and  Currency  Notes 

94,66,031 

Rs. 

6,64,06,889 

6,64,06,389 

Abstbact  of  Pbofit  and  Loss  for  Half-year  ending  31st  December  1865. 
Dr.  Or. 


Rs. 

Ri. 

To  Charges  at  Head  Office  - 

1,49,769 

By  Discount  Account  at  Head 

„        do.         Branches 

1,90,266 

Office  and  Branches    - 

6,17,313 

„  Interest  paid,  Head  Office 

2,08,186 

„     Exchange  Account  at  Head 

„        do.             Branches   - 

78,962 

Office  and  Branches 

2,16,630 

„  Auditors'  Allowance 

1,600 

„    Interest  Received  Account 

„  Stationery       .        -        -        • 

7,510 

at  Head  Office  and  Branches 

7,89,082 

„  Balance  of  Profit  and  Loss  for 

„    Commission    Account    at 

half-year    -        -        -        - 

10,86,881 

Head  Office  and  Branches 
R$. 

1,60,138 

Rs. 

17,22,058 

17,22,059 

Dr. 


Profit  and  Loss  Account  for  1865. 


Cr. 


To  Dividend  for  half  year  ending 

3l8t  December  1866,  at  the 

rate  of  8  per  cent,  per  annum 

„  Balance  of  Reserve  Fund 

„       do.           Profit  and  Loss  at 

this  date     -        -        -        - 

Rs. 

8,86,000 
10,66,988 

22,31,967 

By  Balance  of  Reserve  on  81st 
December  1864,  including 
Rs.  162  since  added 

„  Profits  for  year  ending 
81st  December  1866 

Rs. 

Rs. 

10,66,983 
30,67,967 

Rs. 

41,24,960 

41,24,960 

D.  Maclean^ 
Officiating  Chief  Accountant 


By  order  of  the  Board  of  Directors, 
1>.  Robertson^ 
Officiating  Secretary  and  Treasurer. 


We  hereby  certify  that  we  have  this  day  completed  an  audit  of  the  books  and  accounts  of  the 
Bank  of  Bombay  for  the  half-year  ending  81st  December  1866,  and  in  the  course  of  it  the 
following  have  come  under  our  examination : — 

Cash  and  Notes  in  the  Treasury  with  the  Shroff  and  in  the  Castle. 

Government  Paper  and  Share  Certificates  lodged  for  safe  custody. 

Government  Paper  aud  Share  Certificates  held  against  advances. 

Current  Local  Bills  discounted  and  Past  Due  Bills. 

These  we  have  carefully  compared  with  the  Books  in  which  they  are  recorded,  and  are  satisfied 
as  to  their  correctness.  With  r^ard  to  the  Government  Securities  and  Share  Certificates  held 
against  advances,  and  the  Past  Due  Bills,  we  are  satisfied  that  every  possible  care  has  been  taken 
for  the  protection  of  the  interests  of  the  bank. 

We  have  also  minutely  examined  the  ^^  Balance  Sheet"  and  '^  Profit  and  Loss  Account," 
including  the  accounts  of  the  various  Branches,  and  are  satisfied  that  the  statement  of  affidrs  laid 
before  us  represents  the  true  position  of  the  bank. 


Bombay, 
1  February  1866. 


J.  a.  Tyndfdl 
Charles  E.  Benn. 


>  Auditors. 
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(Dated  20th  March  1866.) 

Rules  for  the  conduct  of  business  of  the  Bank  of  Bombay,  referred  to  in  paragraph  21  of 
the  Report  of  the  Government  Directors  of  the  Bank. 

The  powers  of  the  Secretary  and  Treasurer  are  to  be  as  follows: — 

1.  That  the  internal  disciplme  of  the  Bank  is  considered  as  being  particularly  the 
province  of  the  Secretary,  but  that  all  appointments  or  dismissals,  or  regulations  of  salary, 
shall  have  the  sanction  of  a  weekly  committee,  two  to  be  a  quorum,  and  the  President  to 
be  a  member  of  all  committees;  this  not  being  understood  to  apply  to  salaries  under 
150  rupees  per  niensem. 

2.  That  the  Secretary  has  power  to  discount  good  bank  bills  at  his  discretion,  making  a 
return  weekly  to  the  committee  of  his  transactions,  and  be  authorised  to  discount  mer- 
caniiie  bills  of  un(ioubted  class  up  to  three  lakhs;  any  further  amount  to  be  submitted  to 
the  committee  for  sanction. 

3.  That  the  Secretary  has  power  to  grant  temporary  advances  to  banks  for  short 
periods  to  the  extent  of  five  lakhs,  which  sum  shall  not  be  exceeded  without  the  sanction 
of  the  weekly  committee.  In  the  case  of  private  houses  of  undoubted  standing  and  credit 
constituents  of  the  bank,  an  advance  to  two  lakhs  may  be  given,  but  not  exceeded 
vrithout  the  sanction  as  above.     Maximum  period,  three  months. 

4.  That  all  applications  for  loams  and  renewal  of  loans  be  submitted  to  the  weekly 
committee. 

5.  Purchase  of  Hoondies  for  supplying  the  branches  to  be  left  to  the  discretion  of 
the  Secretary,  as  also  the  purchase  and  sale  of  bills  in  Calcutta  or  Madras;  it  being 
understood  that  he  is  so  to  arrange  as  to  be  able  to  sell  and  provide  himself  with  funds 
to  the  extent  of  half  the  amount  employed. 

6.  To  have  discretion  to  buy  and  sell  gold  or  silver  bullion  to  amount  not  exceeding 
seven  lakhs.     FuKher  amounts  to  be  sanctioned  by  the  committee. 

7.  Without  the  sanction  of  the  Board,  the  Secretary  is  not  to  commit  the  bank  to  any 
trust  or  assignment,  but  he  may  attend  the  meetings  with  the  sam:tioQ  of  the  weekly 
committee,  and  report  progress. 

8.  It  is  to  be  fully  understood  that  the  amounts  before-mentioned  as  limits  in  cases  of 
loans,  discounts,  or  temporary  advances,  are  to  comprise  the  entire  uncovered  or  undivided 
liability  to  the  bank  at  any  one  time. 

The  following  to  be  laid  before  the  Board  at  their  weekly  meetings : — 

Weekly  state  of  the  bank's  balances  at  debit  or  credit  of  the  Banks  of  Bengal  and 
Madras. 

List  of  Bills  discounted  and  Loans  granted. 
Applications  for  renewals. 
List  of  Accounts  opened  and  closed  weekly. 
These  rules  to  have  effect  from  next  Board  meeting* 


(Dated  28th  March  1866.) 


Minute  by  the  Honourable  Colonel  W.F.  Marriott^  Government  Director  of  the 

Bombay  Bank. 

The  allegations  against  the  Bank  are : — 

Istly.  That  on  certain  occasions  (two  particular  occasions  of  June  and  December  last 
year  are  implied)  oi  urgent  demand  for  relief  of  the  Treasury  and  Currency  Departments 
of  the  Presidency,  occasioned  by  monetary  convulsions,  the  Bank  of  Bombay,  so  fiir  from 
being  in  a  condition  to  afford  the  aid  which  might  reasonably  have  been  expected 
from  an  establishment  which  held  the  Treasury  balances,  was  itself  in  circumstances  of 
embarrassment 

2ndly.  That  allowing  the  embarrassment  of  June  to  be  accounted  for  by  the  confusion 
which  followed  the  collapse  of  the  extraordinary  speculations  of  1864,  yet  that  in  the  six 
months  which  followed  that  critical  state  of  the  bank,  no  substantial  improvement  has 
taken  place  in  the  condition  of  its  affairs,  or  its  management. 

Srdly.  That,  notwithstanding  the  great  demand  for  money  since  October  last,  it  has  not 
only  omitted  to  gather  up  its  resources,  but  reduced  its  available  balances  by  purchase  of 
Bills  on  Calcutta. 

4thly.  That  it  has  not  observed  the  6th  clause  of  its  agreement. 

6thly.  That  on  the  21st  December,  although  there  were  nominally  60  lakhs  of  rupees  in 

the  treasury,  the  total  amount  of  whole  rupees  in  the  bank,  including  those  belonging  to 

Government,  was  only  six  and  a  half  lakhs,  the  remainder  consisting  of  gold,  notes,  and 
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small  silver.  For  the  reasons  implied  in  these  allegations  we  are  to  investigate  the  assets 
and  floating  liabilities  of  the  bank  and  its  transactions  during  the  past  year;  and  we  are  to 
advise  Governnient  as  to  the  conditions  of  a  revised  Bank  Charter  Act,  and  of  a  revised 
agreement  between  the  bank  and  the  Govern  ment 

2.  The  nature  of  the  blame  attributed  to  the  bank  in  the  fourih  and  fifth  instances  above 
stated  is  uncertain^     I  will  notice  these  first. 

3.  It  is  alleged  that  it  does  not  appear  that  the  bank  has  fulfilled  its  agreement  that 
in  respect  of  the  Government  balances  in  excess  of  40  lakhs,  it  ^' shall  forthwith  either  set 
aside  such  excess  or  surplus  in  cash  to  be  kept  in  a  separate  cash-room,  or  place  of  deposit, 
on  account  of  ihe  said  Government  of  Bombay,  or  shall  at  their  option"  (the  bank 
directors*  option)  '*  invest  such  excess  or  surplus  on  account  of  the  Government  of  Bombay 
either  in  the  purchase  of  Government  securities,  or  railway  debentures ;  guaranteed  by 
Government,"  &c,,  &c. 

4.  I  do  not  know  what  is  the  evidence  that  this  agreement  has  not  been  observed. 
There  is  reason,  however,  to  suppose,  strange  as  the  supposition  seems,  that  Mr,  Secretary 
Lushingion's  letter  assumes  that  **  set  aside  in  cash  "  means  "  set  aside  in  silver  coin. 
To  say  nothing  of  the  unreasonableness  of  so  using  the  term  cash,  it  must  be  remembered 
that,  whilst  the  Currency  Depariment  maintains  such  small  reserves  of  silver  coin  as  of 
late,  it  would  have  been  impossible  at  times  for  the  bank  to  fulfil  its  agreement  in  that 
sense  because  the  Government  reserve  was  drawn  upon  to  meet  the  demand  for  conversion 
of  notes.  Moreover,  as  the  hank  is  expressly  empowered  to  convert  the  cash  reserve  into 
Government  securities,  or  guaranteed  railway  debentures,  it  seems  i  fortiori  unreasonable 
to  suppose  the  prohibition  to  hold  it  in  Government  notes.  Whether  it  be  legitimate  to 
bold  the  reserve  in  gold  coin,  and  copper  coin  and  small  silver,  is  a  se{iarate  question.  I 
apprehend  that  coins  which  are  not  a  legal  tender  are  not  part  of  the  cash  balance  either 
of  the  bank  or  treasury  any  moie  than  so  much  bullion,  that  these  coins  are  not  "  cash/' 
and  that  the  bank  has  so  far  violated  the  5ih  clause  of  its  agreement  But  if  so,  the 
Government  is  the  author  of  the  wrong.  If  the  Government  reckons  its  gold  and  copper, 
and  small  silver  coin^  :ts  part  of  its  cash  balance  with  the  bank  to  be  counted  in  the  40  lacs 
of  which  ihe  bank  is  by  agi  cement  to  have  the  use,  it  cannot  consistently  object  to  these 
being  placed  in  the  Government  reserve.  But  I  believe  both  practices  to  be  wrong. 
Nothing  which  is  not  a  legal  tender  should  he  reckoned  as  part  of  the  treasury  balance,  or  as 
part  of  the  cash  balance  of  the  bank.  Copper  and  small  silver  are  legal  lenders  in  small 
quantities  for  the  fractions  of  a  rupee,  and  therefore  so  much  of  these  as  is  acquired  by, 
and  required  for,  legal  tenders  in  current  transactions  is  properly  part  of  the  bank's  cash 
balance.  But  copper  and  small  silver  coin  stored  by  Government  and  the  gold  coin  should 
be  kept  as  any  other  Government  treasure  is  kept,  and  should  not  be  counted  as  part  of  the 
treasury  balance  with  the  bank,  or  of  the  bank's  cash  balance. 

6.  Again,  as  respects  the  fifth  allegation,  it  is  not  evident  in  what  way  it  touches  the 
bank's  management,  excepting  on  the  supposition  that  it  was  the  bank's  duty  to  have 
mainiained  the  reserve  in  silver  coin,  or  that  the  bank  has  some  kind  of  joint  responsibility 
with  the  Issue  Department  to  maintain  a  due  supply  of  silver  coin.  The  first  supposition  I 
have  answered  above.  In  discussinu:  the  second  supposition  I  shall  answer  the  question  in 
the  13th  paragraph  of  the  Honourable  Mr.  Erskine's  minute,  as  to  whether  the  bank  is  in 
any  way  jointly  responsible  for  the  sufliciency  of  the  reserves  in  the  Currency  Department, 
and  whetlier  it  admits  its  respnsibility. 

6.  The  bank,  I  am  informed,  acknowledge  no  responsibility  of  the  kind.  The  agree- 
ment between  the  bank  and  the  Government  (clauses  10  to  13)  is  that  the  bank  shall  be 
the  agent  of  the  Issue  Department,  and  shall  give  notes  for  coin,  for  silver  bullion,  and  for 
gold  coin  of  the  Government  of  India,  according  to  the  provisions  of  Section  IX.  of  Act 
XIX.  of  1861,  and  the  bank  agrees  to  convert  these  notes  on  demand ;  and  it  is  provided 
that  there  shall  be  a  settlement  between  the  bank  and  Issue  Department  on  thes6  accounts 
at  least  twice  a  week.  But,  in  fact,  no  such  account  between  the  bank  and  the  Issue 
Department,  as  supposed  by  the  agreement,  is  kept,  and,  according  to  the  actual  practice, 
there  is  no  settlement  to  make.  As  respects  the  giving  notes  for  silver  bullion,  the  agency 
of  the  bank  is  not  used.  The  bullion  goes  to  the  Mint,  and  is  paid  for  by  Mint  certificates 
paid  at  the  bank  out  of  the  treasury  balance,  in  the  same  manner  as  any  other  draft  on  the 
treasury  would  be  paid.  If  any  one  demands  notes  for  coin,  or  coin  for  notes,  the  bank 
satisfies  him  without  rendering  any  account  of  the  transaction  to  the  Issue  Department 
Only  when  the  bank  needs  notes,  it  sends  coin  to  the  Issue  Department  to  be  exchanged ; 
and  when  it  needs  coin,  it  sends  notes  to  be  exchanged. 

7.  Practically,  therefore,  the  bank's  demand  for  notes,  or  for  coin  in  exchange  for  notes, 
is  the  sum  of  the  general  demand,  and  the  Issue  (or  Currency)  Department  would  gain  no 
useful  information  by  receiving  a  detailed  account  of  the  individual  demands.  All  the 
assistance  which  the  bank,  if  jointly  responsible,  could  give  would  be  by  warnings  founded 
on  its  commercial  experience  of  the  occasions  and  extent  of  contraction  of  the  paper 
currency.  It  seems  to  me  so  clear  that  there  ought  to  be  no  dependence  on  commercial 
foresight,  and  ought  to  be  no  need  for  such  aid,  that  I  cannot  but  conclude  it  on  the  whole 
advantageous  that  the  bank  should  repudiate  any  joint  responsibility  for  assuring  the 
convertibility  of  the   notes     This  convertibility  ought  not  to  depend  upon  the  constant 
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watchfulness  and  foresight  of  any  currency  commissioner,  bank  director,  or  other  such 
persons.  The  principle  on  \vhich  ihe  convertibility  of  paper  currency  ought  to  be  main- 
tained is  the  simple  one  of  keeping  always  such  amount  of  coin  (the  whole  sum  if  need  be) 
as  experience  shows  to  be  amply  suflScient  The  saving  to  the  Slate  from  a  portion  of  the 
notes  being  unsecured  by  coin  is  a  merely  incidental  advantage  derived  from  the  fact  that 
there  is  always  some  point  below  which  it  is  practically  certain  that  the  note  circulation 
will  not  fall,  and  that  to  keep  a  reserve  of  coins  to  meet  a  practically  impossible  demand 
would  be  only  wasteful.  But  the  mere  fact  that  from  any  cause  the  contraction  of  the 
note  circulation  has  ever  approached  the  point  at  which  the  coin  reserves  would  be  in- 
sufficient is  proof  that  the  principle  has  been  violated  ;  and  the  remedy  for  the  future  is  not 
to  be  sought  in  financial  dexterity,  but  in  substantial  increase  of  the  coin  reserves  in  the 
Currency  Department 

8.  The  foregoing  inquiry  has  led  me  to  consider  the  departure  from  the  procedure 
strictly  intended  by  the  agreement,  clauses  10  to  13.  I  think  that  the  omission  of  any 
direct  account  between  the  Currency  Department  and  its  agency  (the  bank  at  present') 
tends  indirectly  to  a  confusion  of  the  functions  of  the  bank,  the  treasury,  and  the  Currency 
Department,  and  to  a  view  of  their  relations  which  regards  the  treasury  balance  and  the 
coin  in  the  bank's  hands  as  an  ordinary  resource  of  the  Currency  Department,  and  this 
must  affect  injuriously  the  administration  of  that  department. 

9.  Having:  thus  noticed  the  allegations,  of  which  the  purport  is  somewhat  doubtful, 
together  with  certain  considerations  on  the  relations  between  the  bank  and  Currency 
Department  to  which  I  was  necessarily  led,  I  turn  to  the  first  allegation,  that  on  two 
occasions  of  urgent  demand  for  relief  or  the  Treasury  and  Currency  Department,  the  bank 
of  Bombay,  so  far  from  being  in  a  condition  to  afford  aid,  was  itself  in  circumstances  of 
embarrassment. 

In  ihus  putting  the  Treasury  and  Currency  Departments  together,  I  follow  the  words 
of  Mr.  Secretary  Lushington's  letter;  but  herein  seems  to  me  the  objectionable  confusion 
which  I  have  mentioned  above.  I  am  not  aware  that  aid  was  ever  required  from  the  bank 
by  the  treasury,  excepting  in  so  far  as  the  Currency  Department  depended  on  the  treasury 
for  the  means  of  converting  notes.  Help  to  the  treasury  ought  to  mean  help  with  money 
in  any  shape.  Help  to  the  Currency  Department  is  a  different  thing,  meaning  only  supplies 
of  silver  coin.  Were  I  inclined  to  fence  on  behalf  of  the  bank,  I  might  say  that  the  bank's 
management  is  not  to  be  tested  by  its  command  of  silver  coin,  but  o\  money.  But  I  think 
that  it  must  be  admitted  that  the  bank  at  that  time  was  not  in  a  position  to  give  aid  in  any 
shape ;  that  if  it  had  held  a  larger  cash  balance  it  would  have  had  a  proportionally  larger 
supply  of  coin  ;  and  it  must  be  confessed  that,  whether  the  proof  offered  by  Mr.  Secretary 
Lushington's  letter  be  defective  or  not,  the  fact  to  be  proved  that  the  bank  was  not  in  a 
position  to  give  any  aid,  but  was  itself  in  a  weak  position,  cannot  be  disputed.  On  the 
22nd  December  the  bank  balance,  including  the  Government  reserve,  was  Its.  56,20,556 
The  Government  reserve  was      --------,,      17,98,117 

So  that  the  proper  bank  cash  balance  was    ------„      38,22,439 

The  liabilities  payable  on  demand,  excluding  the  Government  balance  altogether,  were 
1518,43,153  rupees,  which,  reckoning  in  integral  lakhs,  was  distributed  as  follows: — 

Rupees. 
Railway  deposits        ---------         35,00,000 

Balance  of  other  banks        --------         35,00,000 

First-class  deposits,  /.  e.,  deposits  severally  exceeding  one  lakh, 

being  for  the  most  part  the  balances  of  large  trading  firms  -        -         35,00,000 
Other  deposits --         13,00,000 

Considering  that  this  \\as  a  time  of  pressing  demand  for  money  for  the  purchase  of 
cotton,  this  was  not  a  strong  position,  to  say  the  least.  About  nineteen  lakhs  held  at 
Calcutta  could,  it  is  stated,  have  been  realized  in  about  three  days. 

10.  It  is  further  alleged  by  the  Government  of  India,  that  no  substantial  improvement 
has  been  made  in  the  condition  of  the  bank's  affairs  since  June  last,  and  that  notwithstand- 
ing the  great  demand  for  money  since  October,  the  bank  has  not  only  omitted  to  gather  up 
its  resources,  but  has  unnecessarily  reduced  its  available  balance  by  purchase  of  bills  on 
Calcutta.  *'  Gathering  up  its  resources"  means,  I  suppose,  " reducing  its  advances."  The 
ordinary  means  for  doing  this  without  giving  invidious  preferences  is,  by  raising  the  rate  of 
discount.  The  rates  were  raised  between  Istand  12th  October  from  nine  to  12  fur  discount 
of  private  bills,  and  from  7  to  10  for  loans  on  Government  securities,  and  have  remained 
unchanged  from  that  date.  Although  a  large  portion  of  our  advances  are  of  such  a 
character,  that  no  increase  of  the  rate  of  discount  and  interest  would  lead  to  repayment  at 
due  dates,  I  think  further  inquiry  is  needed  in  special  relation  to  the  question  whether 
increased  rates  would  not  have  assisted  to  t;he  recovery  of  a  portion  of  the  advances  the 
repayment  of  which  is  resisted  at  present. 

11.  The  principal  test  of  the  bank's  management  since  June  last,  is  to  be  found  in  its 
dealing  with   the  large  mass  of  objectionable  advances  which  were  then  irrecoverable  at 
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due  dales.  The  bank,  I  am  told,  has  adopted  a  policy  of  forbearance.  This  policy  must 
be  judged  by  its  fruit  in  gradual  recovery  of  advances  immediately  irrecoverable.  I  find 
that  the  amount  lent  by  the  bank  at  its  head  office,  and  outstanding  on  30th  June  1$65, 
was  3,21,85,684  rupees;  and  on  30th  December  1866,  was  3,13^93,767  rupees.  But  it 
happens  that  a  certain  intended  classification  of  the  latter  sum  sent  to  me  yesterday  after- 
noon, has  been  made  for  the  15th  December,  when  the  sum  was  in  round  numbers,  321 
lakhs,  or  nearly  the  same  as  on  30th  June.  The  classified  statement  is  appended,  and 
shows  that  of  the  321  lakhs,  242  are  identical  with  that  portion  of  the  outstandings  of 
June,  70  being  new  advances  sirce  that  date.  It  can  hardly  be  supposed,  that  out  of  the 
321  lakhs  outstanding  in  June,  there  was  not  nearly  as  much  as  79  lakhs  of  a  perfectly 
unobjectionable  character  recoverable  at  due  dates;  but  if  so,  it  seems  that  no  progress 
whatever  has  been  made  in  recovery  of  the  Lirge  advances  of  an  objectionable  character 
outstanding  in  June. 

12.  It  does  not  seem  likely  from  the  foregoing  ktatement,  that  the  ^  policy  of  forbear- 
ance" hfis  borne  much  fi-uit  yet.  Ii  may  be  that  the  time  for  gathering  it  has  not  yet 
oome;  but  there  is  a  strong  presumptive  case  for  further  inquiry  on  this  point,  which  I 
commend  to  my  colleagues. 

13.  Whilst  I  confess  that  my  inquiry  is  so  imperfect,  that  if  I  had  the  opportunity  of 
farther  prosecution  of  it,  I  would  not  record  any  conclusion  at  present;  yet  I  think  it  right 
to  say  that  my  inquiry,  so  far  as  it  goes,  tends  rather  to  confirm  the  Government  of  India's 
assumption,  that  the  state  of  the  bank  affairs  was  not  much  better  in  December  thania 
June.  My  inquiries  have  elicited  no  proof  that  we  are  now  in  a  position  to  recover  at 
pleasure  at  due  dates  any  larger  portion  of  our  advances  than  we  were  then. 

14.  I  find,  moreover,  that  of  the  advances  made  to  mercantile  firms  and  traders,  as 
much  as  15  lakhs  have  been  given  to  a  single  person,  and  that  no  reduction  of  these  laive 
advances  have  in  some  instances  been  made  since  June.  This  point  of  the  extent  of  £e 
advances  to  single  firms  or  persons,  and  the  bank's  action  since  June  in  relation  thereto,  is 
a  point  on  which  I  should  have  wished  to  inquire  further. 

15.  In  conclusion,  we  have  to  advise  Government  as  to  the  conditions  of  a  revised  Bank 
Charter  Act,  and  of  a  revised  agreement  between  the  bank  and  Government. 

16.  My  inquiries  have  led  me  to  the  conclusion,  that  our  present  d  i  flic  u  I  ties  and  pro- 
bable losses  are  not  fairly  due  to  want  of  commercial  judgment  and  foresiglit,  but  to 
violation  <if  the  principles  on  which  a  commercial  bank  should  work.  It  is  not  so  much 
that  the  bank  nas  made  unsafe  commercial  advances,  or  supported  failing  commercial 
houses,  as  that  it  has  divertt  d  its  capital  from  commerce  in  an  illegitimate  manner.  There 
appears  to  me  an  inconsistency  in  the  Bank  Charter,  which  has  furthered  this  illegitimate 
operation.  The  XXXIV.  Section  of  the  Bank  Charter  expressly  prohibits  loans  on  the 
security  of  immovable  property.  The  principle  of  this  very  proper  regulation  is,  that  the 
general  purpose  of  a  commercial  bank  is  to  utilise  the  floating  capital  for  purposes  of 
trade,  that  the  floating  capital  in  money  represents  the  floating  capital  in  commodities, 
and  that  tl.-e  advances  of  the  fi>nner  are  made  on  the  security  of  the  latter,  and  that  to 
issue  the  former  on  the  security  of  fixed  capital  is  to  create  an  unfounded  amount  of 
floating  capital,  the  fictitious  character  of  which  will  surely  make  itself  felt  in  the  subse- 
quent inability  to  realise  the  securities.  The  provision  in  the  first  clause  of  Section  XXXIL 
for  loans  on  the  security  of  any  public  companies,  is  quite  inconsistent  with  the  foregoing 
in  principle. 

17.  Very  large  loans  have  been  made  to  persons  wholly  unoonnecied  with  trade  and 
without  any  security  at  all,  and  sometimes  when  it  was  known  that  they  were  required  for 
no  other  purpose  than  gambling  in  the  share  market.  Some  of  the  loans  aeem  of  doubtful 
legality  tor  want  of  security,  for  I  suppose  that  an  enactment  which  specifies  admissible 
securities  must  be  held  to  exclude  the  case  of  no  security.  The  granting  cash  credits 
under  clause  6  of  Section  XXX II.  appears  to  be  the  only  strictly  legal  form  of  loan 
without  security. 

18.  As  respect  advances  to  merch^mts  for  trade  purposes,  there  should  be  great  freedom 
of  action ;  and  1  should  be  satisfied  with  personal  security  rather  indicating  by  the  regular 
tion  thereof,  the  principle  that  such  advances  are  made  virtually  on  the  security  of  ih^ 
trade  they  support  than  attempting  to  give  more  precise  conditions.  It  is  in  respect  oi 
accommodation  to  non-trading  constituents,  which  should  be  given  to  a  moderate  ^^^!^ 
although  it  is  not  the  principal  business  of  the  bank,  that  the  pledge  of  certainly  convertible 
lecurities  should  be  required. 

19.  The  provision  for  granting  cash  credits  is  given  in  a  peculiar  manner.  Clause  6  ot 
Section  XXXIl.  gives  as  pan  of  the  bank's  business,  "the  receiving  of  deposits,  keepmg 
cash  accounts,  and  granting  cash  credits,**  as  if  there  were  some  natural  connection  between  re- 
ceiving deposits  and  granting  cash  credits,  and  as  if  there  were  any  well-established  restnctions 
on  cash  credits;  whereas  a  ca«h  credit  is  only  one  mode  of  loan,  and  the  restrictions  on 
loans  imposed  by  clause  1,  can  be  superseded  by  the  bank  and  its  customers  usmg  tnc 
form  of  a  cash  credit 
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20.  The  changes  which  I  believe  needful  are  to  alter  the  present  1st  clause  of  Section 
XXXII.  to  the  following: — 

**  The  lending  money^  or  granting  cash  credits,  on  Government  securities,  or  on  the 
security  of  shares  in  railways,  the  interest  whereon  shall  have  been  guaranteed  by  Govern- 
ment/' 

To  put  the  2nd  and  7th  clauses  first,  as  being  the  more  leading  business,  and  to  add 
thereafter  another  clause  to  the  following  general  effect : — 

"The  granting  loans  or  making  advances  to  public  trading  firms  for  the  purposes  o(  trade, 
on  personal  security,  for  |  eriods  not  exceeding  three  months." 

To  omit  the  meniion  o^  cash  credits  in  the  present  6th  clause. 

21.  Lastly,  it  remains  to  notice  the  conditions  of  a  revised  agreement  between  the  bank 
and  Government. 

I  do  not  see  what  advantage  is  derived  from  the  bank's  agency  for  the  issue  department. 
It  only  helps  to  a  confusion  of  responsibility,  as  I  have  above  stated.  I  do  not  see  why 
the  issue  department  should  not  be  its  own  agent  The  part  of  the  agreement  which  relates 
to  the  issue  agency  being  omitted,  there  only  remains  the  condition  on  which  the  bank 
should  do  the  treasury  business.  I  have  not  had  opportunity  for  inquiry  as  to  the  suffi* 
ciency  of  the  remuneration  provided  by  the  existing  agreement.  But  this  is  only  a  question 
of  amomit.  The  plan  appears  reasonable  and  good.  I  would  add,  however,  that  the  bank 
has  a  reasonable  expectation  of  being  entrusted  with  the  treasury  balances  wherever  it 
estabhshes  branches,  as  well  as  at  the  Presidency  Town. 

22.  This  minute  does  not  embrace  so  complete  inquiry  of  the  bank's  transactions  as  I 
should  have  desired  to  make,  had  1  the  opportunity.  I  was  appointed  a  director  in  last 
motith,  and  received  the  Government's  present  instructions  little  more  than  a  week  ago, 
when  making  preparation  for  departure  to  England.  Under  other  circumstances  any 
haste  in  treating  this  matter  would  be  inexcusable.  But  the  principles  which  guide  my 
observations  have  not  been  hastily  adopted.  I  have  given  much  attention  to  the  subject 
generally,  and  I  am,  therefore,  unwilling  to  leave  the  country  without  recording  my 
opinion. 

I  shall  be  much  obliged  by  my  colleagues  submitting  this  minute  with  their  report. 

Statbmbnt  of  Mokey  Lxnt  bj  the  Bank  of  Bombay,  at  its  Head  Office,  and  outstanding  on 

15di  December  1865. 


Total  Amount  lent  at  Head  Office  outstanding  15th  December  ]805 
which  was  lent  as  follows : — 


821  Lakhs, 


Banks  in  Sums* 

Mercantile  Firms  and  other 

'Frftilpm  in  Sum  a 

Non-Traders  in  Sums. 

Under 
a  Lakh. 

Over  a  Lakh. 

Over  a  Lakh. 

Over  a  Lakh. 

Under 
a  Lakh. 

Under 
a  Lakh. 

25i 

H 

188 

60 

28i 

15J 

And  granted  to 


Number  of  Banks. 

Number  of  Mercantile  Firms 
and  Traders. 

Number  of  Non-Traders, 

Under 
a  Lakh. 

Over  a  Lakh. 

Over  a  Lakh. 

Over  a  Lakh, 

Under 
a  Lukh. 

Under 
a  lAkh 

12 

6 

68 

276 

38 

183 

Total  Amount  of  New  Loans,  new  Cash  Credits,  and  Fresh  Dlecounts,\    ^    ■-.  , , 
1st  July  to  30th  December  1865 -J    ^^  i^aicdfl. 

Note^ — With  respect  to  the  number  of  persons,  I  find  that  all  the  names  to  a  single  loan  are 
counted  severally.  This  explains  the  statement  above  that  88  non- traders  have  received  Uans 
severally  exceeding  one  lakh,  and  that  yet  the  total  sum  is  only  28  J  lakhs. 

W.  F.  Mmrioil. 
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(Dated  29th  March  1866.) 

From  R.  Hannay,  Esq.,  to  F»  S.  Chapman^  Esq.,  Chief  Secretary  to  Government, 

Bombay. 

Yestekday  (mail  day),  the  Honourable  Colonel  Marriott  forwarded  to  me  his  minute  on 
the  Bank  of  Bombay,  so  that  I  might  forward  it  to  you  with  any  remark  I  might  have  to 
make. 

I  will  pass  over  the  first  eight  paragraphs  of  the  minute,  as  these  refer  almost  entirely  to 
the  Currency  Department  Para<):raph  9  says — ^'If  it  had  held  a  larger  cash  balance,  it 
would  have  had  a  proportionally  larger  supply  of  coin."  I  cannot  agree ;  for  if  the  bank 
had  had  a  larger  eash  balance,  seeing  there  was  a  desire  for  cash  instead  of  notes,  it  is 
almost  certain  that  it  would  have  had  a  larger  supply  of  notes,  and  not  of  coin.  Without 
going  into  each  point,  however,  1  shall  make  a  few  general  remarks  on  Colonel  Marriott's 
condemnation  of  the  management  of  the  bunk. 

Ist.  His  starting  point  is  the  30th  June,  but  it  must  be  borne  in  mind  that  this  was  the 
day  before  the  crisis  reached  its  height,  the  1st  July  being  settling  day.  Colonel  Marriott 
writes  as  if  321  lakhs  ofoutslandino^s  were  due  on  that  day,  which  was,  of  course,  very  far 
from  being  the  case ;  and  as  the  effect  of  time-bargain  settlement  on  many  of  the  bank's 
old  mercantile  constituents,  could  not  be  known  till  their  loans  or  drafts  became  due,  his 
arguments  are  in  many  points  unreasonable. 

2nd.  Had  the  policy  of  forbearance  not  been  adopted,  there  cannot  be  a  doubt  but  that 
many  men,  from  whom  we  now  expect  full  payment  and  interest,  would  have  had  to  have 
stopped  payment,  and  the  bank  would  thus  have  had  at  once  to  estimate  what  we  consider 
good  debts  now,  as  an  immediate  loss  of  50  per  cent,  or  more. 

drd.  Colonel  Marriott  thinks  that  we  should  have  collected  more  than  79  lakhs  before 
the  31st  December.  My  estimate  in  July  was  that  we  could  hardly  expect  to  recover  more 
than  60  lakhs  in  the  same  period.  He  ignores  the  fact  that  upwards  of  fifty  of  the  bank's 
old  constituents  had  stopped  payment,  and  that  there  was  no  prospect  of  our  getting;  any 
dividends  in  these  estates,  or  on  loans  to  institutions  windino;-up,  within  six  months.  He 
seems  to  be  unawaie  of  the  difficulty  attending  the  winding-up  of  estates  and  companies. 
His  idea  also  seems  to  be  that  said  79  lakhs  should  have  been  unprofitably  kept  in  cash. 
I  fear  the  shareholders  would  have  been  of  a  different  opinion  ;  and  it  was  the  bounden 
duty  of  the  directors  to  make  the  best  use  they  could  of  what  money  they  could  collect. 
This  was  done  by  granting  safe  loans  at  short  dates ;  the  result  was  a  profit  to  share- 
holders on  31st  December  of  nearly  11  lakhs. 

4th.  I  will  not  say  the  bank  v/as  right  in  giving  such  large  loans  to  individuals  and 
firms  in  1864.  Although  the  then  directors,  as  things  have  turned  out,  were  wrong,  there 
is  much  to  be  said  for  them.  Bombay  had  money  poured  into  it  from  all  quarters,  tiie 
capital  of  the  bank  was  again  doubled,  and  competition  was  so  great  that  I  imagine  the 
directors  would  have  been  much  blamed  by  shareholders  had  they  kept  four  crores  idle. 
Those  firms,  individuals  and  companies,  who  had  large  loans  granted,  had  great  reputation 
for  wealth,  and  xcere  then  wealthy  indeed.  The  chief  mistake  was,  in  my  opinion,  the 
increase  of  capital  at  shareholders'  request  The  money  acquired  in  this  way  had  to  be 
used,  and  this  bank,  in  conjunction  with  all  the  other  institutions  of  the  place,  thus  helped 
to  foster  a  spirit  of  mad  speculation. 

6th.  Colonel  Marriott's  theory  of  doing  good  to  the  bank  by  greatly  increasing  the 
rates  of  discount  cannot  have  been  reflected  upon.  A  falser  step  could  not  have  been 
taken,  and  commercial  men  were  of  one  opinion  on  the  point.  Such  a  proceeeding  would 
have  at  once  brought  matters  to  a  crisis,  and  closed  the  Currency  Department*  Natives 
would  for  investment  in  the  bazaar  have  cashed  every  note  they  could  have  laid 
hands  upon,  and  they  would  also  have  withdrawn  their  deposits.  A  high  rate  would 
have  checked  applications  for  discount,  it  is  true,  but  this  was  not  needeJ,  as  we  did  not 
discount  a  tithe  of  the  applicaiions.  Increased  rates  on  renewals  would,  instead  of  enabling 
us  to  collect  more  money,  have  caused  many  of  our  debtors  to  succumb,  and  thus  greatly 
have  increased  the  ascertained  losses  of  the  bank. 

6th.  I  have  in  former  communications  commented  on  the  state  of  the  bank  on  22nd 
December  ;  but  the  use  Colonel  Marriott  makes  of  figures  compels  me  to  say  a  few  words 
more.  It  was  originally  intended  that  all  the  banks  shouid  then  close  for  the  Christma* 
holidays;  but,  after  a  consultation  with  several  intelligent  bank  managers,  it  was 
unanimously  resolved,  looking  at  the  serious  state  of  the  matters,  that  ihe  idea  should  be 
given  up ;  but  natives  had  prepared  for  the  closing,  and  the  state  of  the  bank  on  that  day 
was  {sic)  in  consequence  of  this.  From  the  knowledge  the  directors  had  of  the  then  stale  of 
matters,  they  were  confident  that  the  worst  was  over,  and  they  were  right,  as  the  position 
of  the  bank  improved  from  that  day.  (I  learn  for  the  first  time  that  it  is  the  duty  of  the 
bank  to  keep  a  large  sum  idle  in  case  the  Currency  Department  need  help !)  On  that 
day  cash  was  nominally  more  than  one-fourth  of  liabilities,  which  in  England  is  con- 
sidered fuir  banking;  and  we  were  confident  that  we  could  not  be  called  upon  for  a 
twentieth  part  of  our  deposits,  for   there  was  no  panic.    The  banks  on    that  day  had 
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only  35  lakhs  in  all,  and  tbey  could  not  have  gone  lower^  as  all  of  them  were  then  under 
a  point  of  safety.  The  Oriental  Bank  alone,  has  for  several  years  past  had  an  average 
balance  of  35  lakhs.  During  the  crisis,  the  Oriental,  Commercial,  and  Asiatic,  had  each 
about  that  amount  at  their  credit,  and  on  the  22nd  December  their  balances,  were  as 
follows : — 

Rs. 

Oriental  Bank --    8,60,000 

Asiatic  Bank -.,.-     i,09,000 

Commercial  Bank  ..-------        -Nil. 

On  that  day  the  banks  owed  the  Bank  of  Bombay,  8  lakhs.  We  were  bound  to  assist 
those  who  stood  by  us  when  the  Agra  and  Mercantile  Banks  withdrew  their  balances,  and 
a  general  withdrawal  of  deposits  was  imminent. 

7tb.  The  bank  cannot  admit  that  money  remitted  to  Calcutta  was  locked  up,  as  we 
could  have  drawn  against  it  at  any  time,  and  would  have  done  so  then  had  we  seen  any 
necessity  for  so  doing. 

8tb.  1  need  not  discuss  Colonel  Marriott's  ideas  with  reference  to  alterations  in  the 
bank's  charter.  They  are  evidently  the  proposals  of  a  theorist  without  any  practical 
knowledge  of  business  or  commercial  matters ;  and  were  they  adopted  the  bank  might  as 
soon  as  possible  reduce  its  capital  to  25  lakhs,  hire  a  small  room  in  Meadow-street,  retain 
the  services  of  an  under  assistant  and  two  clerks,  and  hope  occasionally  to  be  able  to  pay 
four  per  cent,  on  the  reduced  capital. 

The  only  alteration  that  seems  to  me  called  for  in  the  charter  is  the  expunging  of  the  last 
six  words,  ^' or  other  public  companies  in  India,"  in  clause  Ist,  paragraph  32;  and  even 
this  is  unnecessary,  as  it  has  been  a  dead  letter  for  some  time  past. 


(Dated  29th  May  1866.) 
Minute  by  His  Excellency  the  Governor. 


Copies  should  be  submitted  to  the  Government  of  India  and  Secretary  of  State  with  a 
list  01  the  bank  directors.  Government  and  non-official,  and  secretaries  or  acting  secretaries 
during  the  years  1863  to  1866,  showing  the  dates  when  they  joined  and  quitted  the  direc- 
tion or  secretaryship. 

2.  As  regards  the  past,  I  would  observe  that  during  the  two  years  ending  April  1865,  the 
management  of  the  bank  appears  to  have  been  extremely  reckless,  and  that  this  reckless- 
ness was  shown,  not  only  in  the  general  management  of  the  bank  and  in  the  profuse  loans 
which  were  made  on  insufficient  security,  but  in  the  abrogation  of  many  wholesome  rules 
and  checks  which  weie  imposed  by  former  boards  of  directors  for  the  regulation  of  the  con- 
duct of  business  by  themselves  and  their  secretary. 

3.  Such  at  least  is  the  impression  I  have  derived  from  comparing  the  working  system  of 
the  bank,  as  described  to  me  by  Mr.  Ellis  when  he  was  a  Government  director  six  years 
ago,  with  the  system  Mr.  Chapman  informs  me  he  found  in  force,  when  he  became  a  director 
last  year. 

4.  On  inquiring  who  is  be  to  blamed,  we  are  met  with  the  usual  difficulty  of  fixing  the 
responsibility  on  any  one  of  the  body  of  several  directors.  None  of  the  then  directors  nor 
their  secretaiy  are  now  in  the  country.  The  most  influential  director  of  that  time  was,  I 
believe,  Mr.  Birch,  the  then  Accountant  General  and  chairman  of  the  bank,  who  enjoyed  a 
higher  reputation  than  any  servant  of  Government  here,  or,  I  believe,  in  the  other 
Presidencies,  for  his  practical  knowledge  of  banking  and  finance.  He  was  like  all  officers 
in  the  account  department,  appointed  by,  and  directly  responsible  to,  the  Government 
of  India. 

5.  The  first  question  that  suggests  itself  as  regards  that  period  is,  whether  any  of 
the  ex-directors  of  1864  and  1866  can  be  individually  held  responsible  to  Government 
for  the  bad  management  of  the  bank  during  that  period;  and  here  I  confess  I  cannot 
see  my  way  to  any  practical  action. 

6.  Whatever  opinions  we  may  form  cither  of  the  general  management  of  the  bank  or 
of  the  conduct  of  individuals,  I  find  nothing  tangible  in  the  shape  of  impropriety  or 
illegality  which  we  could  charge  against  the  collective  body ;  and  if  we  had,  I  do  not 
see  how  we  could  fix  the  responsibility  for  it  either  on  the  Government  directors  as  a 
body,  or  on  any  one  of  them.  It  may  doubtless  be  said,  as  of  most  similar  bodies  under 
similar  circumstances,  that  some  of  them  were  careless  or  inefficient,  some  actively 
mischievous,  and  the  action  of  the  whole  reckless  and  ill-judged,  but  if  this  is  ad- 
mitted, we  are  still  as  far  off  as  ever  from  being  able  to  fix  any  personal  responsibility. 

?•  The  next  practical  question  is,  how  can  a  repetition  of  similar  bad  management 
be  prevented  ?  And  here  I  see  no  practical  safeguard  save  in  the  appointment  of  the 
best  and  most  trustworthy  directors  who  can  be  found.  We,  as  a  Uovemment,  can  do 
little  or  nothing  to  enforce  on  the  shareholders  greater  care  or  better  judgment  in  this 
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respect^  nor  d6  I  think  it  is  reouired.  If  the  selection  of  non-official  directors  in  1863 
to  1865  seems  to  us  mm  to  have  oeen  unfortunate,  it  is  certain  it  was  not  so  regarded  at  ihe 
time  by  the  shareholders  nor  by  the  general  commercial  public  Many  of  the  elections 
were,  I  believe,  contested;  but  during  the  days  of  prosperity,  no  doubts  were,  as  far 
as  I  know,  expressed  in  any  audible  form  as  to  the  good  manatrement  of  the  bank's 
concerns ;  there  was  nothing  to  rouse  the  most  vigilant  shareholder,  unless  he  had  then  known 
all  we  now  know,  and  had  been  thoroughly  acquamted  with  the  principles  of  banking;  and 
even  in  that  case  he  would  have  had  to  overcome  the  raosi  powerful  opposition  to  any  doubt 
of  the  soundness  of  the  bank's  policy,  which  was  naturally,  popular  with  the  whole  of  the 
speculating  community.  With  the  uovernraent  directors  of  course,  the  case  was  different. 
But  1  do  not  know  that,  in  the  case  of  any  of  thrm,  the  Government  of  the  day  could 
have  found  a  known  better  man  to  put  in  the  place  of  any  of  the  gentlemen  whose  names 
appear  on  the  list  of  directors.  Government  was  hampered  by  the  restriction  (since  with- 
drawn by  the  Secretary  of  State)  which  excluded  fron)  ihe  official  direction  all  who  pos- 
sessed bank  t^iiures  of  their  own.  This  was  often  tantamount  to  excluding  all  who  knew 
anything  of  banking.  I  am  quite  sure  that  in  the  then  state  of  our  knowledge,  any  pro- 
posal to  exclude  the  Accountant  General,  who  was  then  regarded  as  undoubtedly  the  ablest 
and  most  influential  of  Government  directors,  but  who  has  since  been  so  much  blamed, 

would  have  been  scouted  as  utterly  senseless,  and  would 

Fide  Government  of  India's  letter,  No.  1211,  of  the      doubtless  have  been  met  with  an  instruc  tion  from  the  Go- 

10th  March  1366,  of  which  a  copy  is  annexed.    (Already     vernment  of  India,  such  as  we  have  lately  receive:!,  to  put 

printed,  wfe  page  26.)  the  Accountant  General  into  the  direction,  as  \t  ex-officio. 

8.  Upon  the  whole,  with  regard  to  the  management  previous  to  April  1865,  I  cannot 
see  that  Government  can  do  otherwise  than  the  private  shareholders  have  already  done,  viz., 
endeavour  to  find  good  directors  for  the  future,  and  enjoin  them  to  be  more  prudent  than 
their  predecessors  were. 

9.  With  the  management  of  the  bank  during  the  difliculties  between  April  and  July 
1865, 1  am  not  aware  that  any  particular  fault  has  been  found,  the  course  pursued  by  the 
bank  was  prudent  and  forbearino',  and  was,  I  believe,  on  the  whole,  approved  by  the  mer- 
cantile community  generally,  who,  in  a  case  of  this  kind,  are  hkely  to  be  the  best  judges. 
The  bank  was  in  June  promised  Government  assistance  in  case  of  need,  but  never  required 
it,  and  never  received  it. 

10.  A  period  of  respite  followed  between  July  and  the  crisis  in  November  and  Decem- 
ber last,  and  it  is  objected  by  the  Government  of  India  to  the  bank's  management  that  the 
bank  "  did  not "  gather  up  its  "  resources,"  u  e.,  press  its  debtors  for  payment,  and  keep 
the  money  it  received  in  hand.  The  bank's  advocates  on  the  contrary  plume  themselves  on 
the  success  of  its  '*  policy  of  forbearance." 

11.  It  is  difficult  to  decide  upon  a  question  so  full  of  hypothesis,  as  that  of  whether  the 
mana<:ement  of  a  particular  institution  during  a  given  time  might,  or  might  not,  have  been 
better  than  it  was.  Where  the  management  has,  on  the  whole,  been  not  unsuccessful,  the 
institution  is  always  able  to  make  out  some  case  for  credit  that  matters  were  no  worse,  and 
it  is  still  easier  to  assert  that  they  migfu  have  been  better. 

12.  Upon  the  whole,  I  think  the  bank  must  be  acquitted  of  any  charge  of  mismanage- 
ment during  the  period  in  question.  There  was  every  prospect  that  many  of  the  insolvents 
would,  if  time  wt-re  afforded  them,  be  able  to  pay  in  full,  or  at  least  to  pay  a  belter  dividend 
ihan  they  could  if  immediately  pressed.  The  almost  universal  feeling  and  habit  of  the 
native  mercantile  community  in  Bombay  was  in  favour  of  such  a  course.  Had  every 
insolvent  been  dealt  with  according  to  the  straightest  practice  ol  old  fashioned  English 
mercantile  usage,  the  bank  would  no  doubt  have  sooner  ascertained  the  full  extent  of  its 
ultimate  loss,  but  it  may  fairly  be  questioned  whether  that  loss  would  not  have  been  much 
greater  than  it  has  been. 

13.  There  can  be  no  conclusive  decision  on  such  a  discussion  of  past  possibilities; 
but  the  fact  is  undoubted  that  the  bank  was  able  to  weather  the  crisis  in  December,  un- 
aided by  Government,  and  to  aid  other  banks. 

14.  But  as  regards  this  period  detailed  remark  is  less  necessary,  for  it  is  clear  that  it  was 
the  Government  Currency  Department  and  not  the  bank  which  was  in  difficulties  in  De- 
cember, and  that  the  woi*8t  uhich  could  be  said  of  the  bank  was  that,  had  its  aid  been 
asked  for,  it  would  have  been  unable  tt)  assist  the  Currency  Department  to  get  out  of  the 
difficulties  caused  by  the  premature  reduction  of  reserves  of  coiiiea  silver,  and  by  over-invest- 
ment in  Government  paper. 

15.  We  are  now  in  the  midst  of  another  crisis,  more  severe  than  either  of  its  predecescors, 
and  it  wonid  be  premature  to  discuss  the  management  of  the  bank  as  yet,  beyond  saying 
that  I  doubt  whether  more  attention  could  have  been  given  to  the  bank  affiurs,  or  its  ma- 
nagement have  been  more  careful  than  it  has  been  during  the  past  few  months,  when 
Government  has  had  special  opportunities  of  seeing  atid  hearing  more  than  usual  of  the 
details  of  the  working  of  the  bani. 


o 


16.  It  is  not  necessary  now  that  we  should  discuss  the  questi(»n  of  the  causes  of  these 
three  distinct  panics  following  so  close  on  each  other.     Each  of  them  has  in  some  respects 
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bad  peculiar  causes  or  features  of  its  own,  but  the  main  faci  is  common  to  all  that  colton* 
the  great  staple  of  Western  India,  has  during  14  months  fluctuated  from  9  d.  to  24rf.per  lb., 
when  8  cf.  would  have  afforded  a  remunerative  price  to  the  grower,  and  left  a  fair  ordinary 
profit  to  all  concerned  in  the  trade.  Such  rapid  fluctuations  in  so  important  a  staple  would 
alone  fully  account  for  such  commercial  derangement  as  we  have  witnessed. 

17.  The  important  practical  question  is,  when  such  a  ciisis  arises,  how  far  and  in  what 
manner  should  Government  interfere  with  the  bank's  action. 

18.  My  own  impression  is,  ihat  we  have,  in  what  we  have  already  done,  gone  quite  far 
enough,  and  that  it  is  not  sound  policy  fv)r  Government  to  attempt  more  than  a  vigilant  and 
well-informed  body  of  shareholders  would  attempt,  namely,  to  appoint  the  best  men  possible 
in  the  oflBce  of  director,  and  to  judge  by  the  results  whether  they  have  executed  their  trust 
faith iuUy  ami  judiciously  or  otherwise. 

19.  But  ihis,  I  apprehend,  judging  from  the  letters  of  the  Government  of  India,  will 
hardly  be  considered  sufficient  by  the  Governor  General  in  Council ;  and  in  asking  farther 
definite  instructions  as  to  what  the  Goverment  of  India  wishes  us  to  do,  I  think  we 
should  lay  clearly  before  that  authority  the  present  very  anomalous  position  in  which  the 
Bank  of  Bombay  is  placed. 

20.  The  Government  of  India  is  directly  connected  with  the  management  oi'  the  Bank 
of  Bengal,  one  of  the  three  Government  Banks  in  India*  This  is  not  only  the  Gorem- 
ment  Bank  of  the  vast  Beng^  Presidency,  but  it  is  the  bank  which  is  most  intimately 
connected  witli  the  Financial  Department  of  the  Government  of  India,  and  which  trans- 
acts all  the  banking  work  connected  with  State  loans  and  the  general  financial  operatioiis 
of  the  Indian  Government. 

31.  The  Bank  of  Bombay,  on  the  other  hand,  as  far  as  Government  is  concerned, 
deals  only  with  local  interests ;  till  very  lately,  its  capital  was  much  inferior  to  that  of 
the  Bank  of  Bengal ;  and,  without  comparing  the  management  of  the  two  banks,  there 
is  no  doubt  that  for  some  years  past  the  Bank  of  Bengal  has  enjoyed  unusual  advant- 
ages in  the  very  able  management  of  its  present  secretary,  Mr.  George  Dickson. 

22.  But  there  can  be  no  doubt  that  of  late  years  the  money  market  of  Bombay 
has  been  advancing  most  rapidly  in  extent  and  importance,  and  that  it  is  now,  apart 
from  the  business  of  Government,  little  less  important  than  that  of  Calcutta,  that  it 
is  rapidly  increasing  in  importance,  and  that  it  is  peculiariy  susceptible  to  sudden 
chanores. 


"»^ 


23.  This  being  the  case,  it  is  a  very  serious  disadvantage,  that  the  Government  Bank  of 
Bombay  is  not  only  junior  in  point  of  age  and  commercial  standing,  but  that  it  is  subject  to 
a  multiplicity  of  masters  to  an  extent  which  seems  to  me  utterly  inconsistent  with  sound 
banking  management. 

24.  Besides  the  directors  there  is  the  Local  Government.  I  do  not  think  that  the  bank 
ever  complained  of  over-interference  on  our  part;  nor  do  I  think  complaint  is  likely  to 
arise,  if  I  am  right  in  supposing  that  our  duty  is  limited  to  appointing  the  best  directors  we 
can  get,  and  to  judging  whether  the  directors  have  attended  faithfully  to  the  terms  of  the 
Bank  Charter,  and  tiave  in  other  respects  generally  done  their  duty. 

25.  But  if  we  are  to  do  more  than  this;  if  we  are  in  any  respect  to  direct  the 
directors  beyond  what  the  Charter  Act  lays  down ;  if  we  are  to  tell  them  what  loans 
and  advances  they  are  to  make,  and  how  they  are  to  recover  them,  I  apprehend  it  will 
be  found  that  the  Government  will  occasionally  prove  somewhat  deficient  in  banking 
experience.  It  is  not  eveiy  disiinguished  political,  revenue,  or  judicial  officer  who  is  fit 
to  lay  down  the  law  to  bank  directors.  The  knowledge  required  is  very  special,  and 
ill-informed  critics  may  be  dangerous  advisers,  as  a  general  rule.  We  cannot  look  for 
much  more  in  the  members  or  secreiaries  of  our  Government  than  that  they  shall  be 
able  to  find  out  when  a  bank  director  knows  his  own  business,  and  keep  him  to  a  proper 
performance  of  it. 

26.  But,  besides  the  Local  Government,  tlie  Bank  of  Bombay  is  subject  to  tiie  distant, 
and  not  always  friendly,  criticisms  of  more  than  one  Department  of  the  Government  of 
India.  The  relations  of  that  Government  with  the  Bank  of  Bengal  are  necessarily  direct 
and  intimate.  The  criticism  which  emanates  from  the  Financial  Dq)artment  of  the  liovern- 
ment  of  India  at  Calcutta^  or  the  Government  of  India  itself  whet)  at  Simla,  must  often  take 
its  colour  fit)m  what  is  in  some  respects  a  rival  banking  institution. 

27.  Moreover,  the  criticism  reaches  the  Bank  of  Bombay  through  a  variety  of  chan- 
nels. It  may  come  through  the  Local  Government,  or  through  the  Acco«ntant  General, 
or  Currency  Commissioner,  both  of  whom  are  in  direct  correspondence  both  wiih  the 
Government  of  India,  in  the  Financial  Department,  and  with  the  Account  and  Currency 
Departments. 

28.  It  is  equally  difficult  to  know  the  exact  weight  which  is  due  to  such  criticisms,  and 
also  the  best  channel  through  which  to  reply  to  them.  I  could  name  instances  within  the 
last  few  months  when  criticism  had  been  received  and  replied  to  by  the  secretaries  of  the 
two  banks  corresponding  directly  with  each  other,  by  the  Currency  Commissioners  here  and 
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in  Calcutta,  by  the  Account  Department  and  its  officers  here,  in  Calcutta,  and  at  Simla  by 
the  Financial  Secretaries  and  Members  of  Government,  equally  dispersed. 

29.  It  is  clear  that,  unless  a  good  deal  of  this  criticism  went  practically  for  nothing  and 
were  disregarded  by  the  bank,  matters  must  speedily  come  to  a  dead  lock.  As  it  is,  I  can- 
not doubt  that  the  inconvenience,  delay,  and  coufusion  of  responsibility,  thus  engendered 
are  very  serious  evils. 

30.  The  practical  results  which,  I  would  submit,  are  indicated  by  these  facts  are  briefly 
these : — 

Ist.  The  Account  and  Financial  Departments  of  the  Government  of  India,  so  far  as 
they  do  not  move  about  with  the  head  quarters  of  the  Government,  are  at  present 
misplaced  at  Calcutta,  and  should,  with  as  little  delay  as  possible,  be  transferred  to 
Bombay,  or  rather  to  Poona,  where  there  will  be  no  necessity  for  moving  any  portion  of 
them  in  search  of  a  better  cUmate,  nor  of  sending  such  a  large  portion  of  the  accounts 
and  correspondence  twice  or  oftener  across  the  peninsula ;  they  will  be  gradually  gathered 
into  the  head-quarter  office  of  account  at  the  point  most  favourable  for  speedy  communica- 
tion with  Engknd. 

2nd.  It  seems  very  desirable,  as  far  as  Government  is  concerned,  that  the  question  of  an 
amalgamation  of  the  Government  Banks  should  be  seriously  entertained,  with  a  view  to 
ascertain  whether  there  is  any  insuperable  difficulty  in  amalgamation.  It  is  obviously  qmte 
impossible  that  the  Government  of  India  should  go  on  much  longer  with  three  banks,  of 
which  one  is  in  intimate,  confidential,  and  direct  relation  with  the  Government  of  India,  but 
has  no  direct  control  over  banking  operations  in  the  great  mart  of  Western  India,  while 
another  bank,  placed  in  a  position  of  influence  in  a  large,  rapidly  increasing,  and  sensitive 
money  market  like  Bombay,  has  no  direct  communication  at  all  vnth  the  Government  of 
India,  but  is  subjected  to  indirect  influences,  sometimes  through  departments  directly  under 
the  Government  of  India,  at  other  times  through  the  Local  Government,  and  generally 
more  or  less  afiected  by  rival  views  and  interests. 

3rd.  Probably  before  this  question  of  amalgamating  the  Government  Banks  can  be  decided, 
the  Government  of  India  will  be  in  a  better  position  than  at  present  to  judge  whether  the 
head-quarter  office  of  any  single  amalgamated  Government  Bank  should  be  the  east  and 
west  of  the  peninsula;  but  this  is  a  question  of  much  less  importance  than  that  the  bank- 
ing operations  of  Government  shall  be  conducted  on  a  uniform  plan  through  one  uniform 
channel,  and  with  but  one  Government  Bank. 


(Dated  11th  Jane  1866.) 
Minute  by  His  Excellency  the  Commander  in  Chief. 
I  concur  with  the  views  of  His  Excellencv  the  Governor. 


(Enclosure  referred  to  in  paragraph  1  of  His  Excellency  the  Governor's  Minute  dated 

29th  May  1866.) 

Directors  of  the  Bank  of  Bombay,  from  January  1863  to  present  date  (June  1866). 

1863. 

»8,  D.  Birch,  Esq. Jaanary  to  December. 

R.  Hannay,  Esq.       ---•-.  January  to  May. 

Cowasjee  Jebaoeeer,  Esq. January  to  December. 

Honourable  W.  S.  Tristram      ....  January  to  May. 

R.  Mcllwraith,  Esq*  •  •  .  .  .  January  to  December. 
^Honourable  A.  D.  Robertson  ....  January  to  December. 
•R.  W.  Lodwick,  Esq January  to  February. 

Honourable  G.  Foggo        -        .        •        .        •  January  to  December. 

Honourable  Rustomjee  Jamsetjee  Jejeebhoy       -  January  to  April,  and  re-elected 

in  December. 

W.  Waterfield,  Esq. February  to  May. 

Limjee  Maneckjee,  Esq. April  to  December, 

J.  A.  Baumbach,  Esq. May  to  September. 

•H.  L.  Anderson,  Esq. May  and  June. 

Gavin  Steel,  Esq. May  to  June. 

•G.  Inverari^,  Esq. June  to  December. 

Honourable  M.  H.  Scott September  to  December. 

F.  F.  Lidderdale,  Esq Entered  17th  December. 

NoTB. — The  names  marked  with  a  *  are  those  of  the  Government  Directors. 
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18  6  4. 

*S.  D.  Birch,  Esq.     --.--.  January  to  December. 
♦Honourable  A.  D.  Robertson     -        -        .        -  January  to  June. 

Cowasjee  Jehangeer,  Esq.  -----  January  to  July. 

R.  Mcllwraith,  Esq. January  to  December. 

Honourable  Rustomjee  Jamse^ee  Jejeebhoy        •  January  to  December. 

Gavin  Steel,  Esq. January  to  November. 

*E.  W.  Ravenscroft,  Esq.    -----  October  to  December. 

F.  F.  Lidderdale^  Esq.      -----  January  to  December. 
*H.  A.  Mangles,  Esq.         ...        -        -  February  to  December. 

Honourable  M.  H.  Scott February  to  October. 

♦H.  E.  Jacomby  Esq.  ------  June  to  September. 

Premchund  Roychund,  Esq.      -        -        -        -  July  to  September. 

Cowasjee  Manockjee,  Esq.         .        -        -        -  September  to  December. 

Robert  Hannay,  Esq December. 


18  65. 

*8.  D.  Birch,  Esq.      ------  January  and  February. 

Honourable  Rustomjee  Jamsetjee  Jejeebhoy       -  January  and  February,  and  Sep- 

tember  to  December. 

F.  F.  Lidderdale,  Esq.       -----  January  to  March,  and  June  to 

December. 
♦H.  A.  Mangles,  Esq.  -        -        .        -        -  January  to  March. 

Premchund  Roychund,  Esq.      .        -        -        -  January  to  June. 

Cowasjee  Manocluee,  Esq.         ....  Jane  to  December. 
♦E.  W.  Ravenscrofx,  Esq.    -----  January  and  February. 

Robert  Hannay,  Esq.         -----  January  to  December. 

Honourable  Mr.  Cassels    -----  January  and  February. 

R.  L.  Tracey,  Esq.    ------  February  to  December. 

♦F.  S.  Cbapmaq,  Esq.         -----  March  to  December. 

*J.  L.  Lushington,  Esq.      -----  March  to  December. 

Alex.  Brown,  Esq.    ------  April  to  December. 

♦Col.  J.  A.  Ballard    ------  July  to  December. 

Alex.  Stewart,  Esq.  ------  December. 

Robert  Ryrie,  Esq.   ------  December. 

18  6  6. 

Robert  Hannay,  Esq. January  to  Anril. 

♦J.  L.  Lushington,  Esq. January  and  May  to  date. 

♦F.  S.  Chapman,  Esq.         .        .        -        -        -  January  to  date. 

F.  F.  lidderdale,  I&q.       -----  January  to  date. 

A.  Stewart,  Esq-        ------  January  to  date. 

R.  Ryrie,  Esq. January  to  April. 

Cowasjee  Manockjee         -----  January  to  April. 

Honourable  Rustomjee  Jamsetjee  Jejeebhoy        -  January  to  March. 
•Colonel  J.  A  Ballard        -----  During  January. 

*G.  Norman,  Esq.      -        -        -        -        -        -  February  to  date. 

•The  Honourable  Colonel  W.  F.  Marriott    -        -  27th  February  to  27th  March. 

Alex.  Brown,  Esq.    ------  24th  April  to  date. 

R.  L.  Tracey,  Esq 24th  April  to  date. 

•C.  E.  Chapman,  Esq.         •        -        -        -        -  24th  April  to  date. 

Secretary  James  Blairy  Esq.,  1868  and  1864  to  29th  April  186^. 
OfKciating  Secretary,  />.  Mobertson,  Esq.,  from  29th  April  1865  to  date. 

Bank  of  Bombay,  the  15th  June  1866. 

NoTB. — ^The  names  marked  with  a  •  are  those  of  the  Oovemment  Directors* 


(Daled  11th  June  1866.) 

Minute  by  the  Honourable  B.  H.  Ellis. 

As  I  concur  in  the  general  conclusions  arrived  at  by  his  Excellency  the  President,  it  is 
not  necessary  for  me  to  discuss  at  great  length  the  questions  raised  in  regard  tx>  the  past 
management  of  the  bank.  The  report  of  the  official  directors,  Messrs.  Chapman  and 
Norman,  seems  to  me  to  set  forth  clearly  and  fairly  the  causes  which  have  led  to  the  present 
position  of  the  bank ;  and  I  would  refer  the  Government  of  India  and  Her  Majesty^s 
Secretary  of  State  to  that  report 

2.  I  am  convinced  that  during  the  years  1863  and  1864  many  of  the  precautions  which 
were  taken  during  the  time  I  served  on  the  bank  direction  had  been  relaxed*    I  understand 
133.  F3  that 
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that  there  was  no  longer  any  restriction  on  the  amount  of  loan  or  credit  which  the  secretary 
mit^ht  give  an  individual  applicant  without  reference  to  th#  Board  and  the  standing  rule 
restricting  the  amount  of  advance  allowable  to  any  or.»  ^ank  or  individual  had  also  been 
cancelled.  The  bank's  cash  balance  was  no  longer  counted  every  month  by  three  directors, 
one  of  whom  was  a  Government  director,  and  in  other  smaller  matters  there  appears  to  have 
been  a  laxity  in  the  management  that  had  not  prevailed  a  few  years  before.  The  appendix 
to  the  report  of  the  Government  directors  shows  that  very  striugent  rales  have  now  been 
prescribed  ;  and,  with  reference  to  Mr.  Lushington's  letter  of  the  17tb  January  last, 
No.  262,  in  which  greater  checks  by  the  (Jovernment  directors  are  enjoined,  I  may  remark, 
that  for  the  whole  period  durhig  which  these  objectionable  advances  were  being  made,  the 
president  or  chairman  of  the  Board  was  a  Government  director.  Mr.  Birch,  the 
accountant-general,  I  can  from  personal  experience  speak  to  the  great  attention  paid  by 
Mr.  Birch  to  his  bank  duties,  and  the  bank  was  supposed  to  be  peculiarly  fortunate  in 
having  at  its  head  a  Government  director  who  had  had  experience  in  bank  management 
The  policy  of  the  bank  during  this  period  appears  to  have  been  rash,  and>  jwJging  as  we 
do  by  the  results,  even  reckless.  But  it  must  not  be  forgotten  that  we  are  not  in  possession 
of  any  defence  on  behalf  of  those  who  were  then  at  the  head  of  the  bank,  and  we  do  net 
know  what  they  would  allege  in  justification  ol' their  proceedings.  Of  this  I  am  confident, 
that  whatever  may  have  been  the  errors  of  judgment,  it  was  not  from  want  of  attention  or 
want  of  proper  supervision  by  a  Government  director  that  the  bank's  management  during 
this  period  can  be  impugned. 

3.  In  the  absence  of  any  reasonable  explanation,  a  decision  condemnatory  of  the  bank 
management  during  1863  and  1864  must  be  recorded;  but  I  see  no  reason  to  alter  the 
opinion  I  formed  at  first,  that  after  the  original  mistake  of  making  rei^ess  loans  and 
advances  had  been  committed,  no  other  course  but  that  indicated  by  the  term  ** policy  of 
forbearance"  could  have  been  followed  without  results  disastrous  to  the  commerce  of 
Bombay.  The  advance  of  money  upon  shares  has,  during  the  past  year,  been  strictly  pro- 
hibited ;  and,  although  the  law  has  not  been  altered,  the  practical  effect  of  the  standing 
orders  framed  by  the  [directors  has  been  the  same  as  if  they  were  by  law  forbidden  from 
advancing  upon  (^ber  tlian  Government  securities. 

4.  This  being  so,  I  am  not  sure  that  a  compliance  with  the  urgent  demand  of  the  Govern- 
ment (»f  India  for  the  repeal  of  asiui^le  section  of  the  Bank  Charter  Act  will  be  of  very 
great  use,  and  I  would  rather  have  deferred  legislative  action  until  the  whole  system  could 
be  revised,  and  an  amended  Act  framed  on  the  principle  advocated  by  his  Excellency  the 
President  of  a  general  bank  for  all  India,  with  an  alteration  in  the  existing  arrangements 
for  the  management  of  the  Currency  Department. 


(Financial  No,  290.) 


To  his  Excellency  the  Right  Honourable  the  Governor  General  of  India  in 

Councfl. 

India  Office,  London, 
Sir,  17  December  1866. 

1.  I  HAVE  considered  in  Council  your  financial  letters,  dated  the  14th  July 
and  29th  August  last,  Nos.  151  and  193,  forwarding  correspondence  with  the 
Government  of  Bombay  relative  to  the  recent  management  of  the  bank  at 
that  Presidency,  as  well  as  the  correspondence  on  the  same  subject,  transmitted 
to  me  by  the  Government  of  Bombay,  with  their  financial  letter,  dated  the 
23rd  July  1866,  No.  13. 

2.  In  these  papers  the  mismanagement  of  the  bank  during  the  two  years 
previous  to  April  1865  is  clearly  established  in  the  report  of  Messrs. 
F.  S.  Chapman  and  Norman  (Government  Directors),  dated  the  3l8t  March 
1866  ;  it  was  stated  that  '^  previous  to  April  1865,  loans  were  granted  with  an 
amount  of  recklessness  that  appears  now  to  be  almost  incredible.  Not  only 
were  credits  given  to  individuals  and  firms  of  recognized  mercantile  position  to 
an  extent  far  in  excess  of  the  limit  that  prudence  demanded  should  be  placed 
on  such  transactions,  but  persons  who  were  not  even  engaged  in  any  ostenrible 
commercial  pursuits  were  accommodated  with  large  sums  of  money  which  could 
only  have  been  required  for  purposes  of  share  speculation." 

3.  In  a  Minute  dated  the  29th  May  1866,  the  Governor  of  Bombay  observed 
that  the  management  of  the  bank  for  the  period  in  question  had  been  extremely 
reckless,  and  Siat  noany  rules  and  checks  imposed  by  former  boards  of  directors 
for  the  conduct  of  business  had  been  abrogated.     He  further  observed,  "  On 

inquiring 
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inquiring  who  is  to  be  blamed,  we  are  met  with  the  usual  difficulty  of  fixing  the 
responsibility  on  any  one  of  a  body  of  several  directors.  None  of  the  then 
directors,  nor  their  secretary,  are  now  in  the  country.  The  most  influential 
director  of  that  time  was,  I  believe,  Mr.  Birch,  the  then  accountant-general 
and  chairman  of  the  bank,  who  enjoyed  a  higher  reputation  than  any  servant 
of  Government  here,  or  I  believe  in  the  other  presidencies,  for  his  practiced 
knowledge  of  banking  and  finance." 

4.  But  unsatisfactory  as  the  management  of  the  bank  had  been,  his  Excel- 
lency was  of  opinion  that  it  would  be  impracticable  to  fix  the  responsibility 
either  on  the  Government  directors  as  a  body,  or  on  any  one  of  them. 

5.  The  neglect  of  duty  on  the  part  of  the  Government  directors  previous  to 
May  1865,  which  is  apparent  from  these  papers,  is  exceedingly  discreditable  to 
those  officers. 

6.  Messrs.  Chapman  and  Norman,  in  their  report,  state  that  the  total  amount 
of  loans  and  discounts  outstanding  on  the  30th  December  1865,  at  both  the 
head  offices  and  branches,  was  381  lacs  of  rupees,  that  of  that  amount  163  lacs 
was  overdue,  and  that  after  a  careful  and  impartial  scrutiny  30  lacs  had  been 
set  down  as  the  probable  eventual  loss.  You  have  not  informed  me  that  it  had 
been  ascertained  that  this  estimate  would  be  greatly  exceeded ;  but  I  observe 
from  the  financial  proceedings  of  your  Government  for  August  last  that,  at  the 
date  of  the  report  of  the  directors  of  the  Bank  of  Bombay  in  Jime  last,  the 
estimated  losses  exceeded  85,00,000  rupees,  and  it  appears  from  the  public 
newspapers  that  the  loss  has  in  fact  led  to  the  reduction  of  the  capital  by  one- 
half. 

7.  This  state  of  affairs  is. so  extremely  unsatisfactory,  that  it  is  imperatively 
necessary  to  guard  against  any  recurrence  of  similar  mismanagement.  I  have, 
therefore,  to  request  that  you  will  take  the  whole  subject  of  the  Government 
connection  vdth  the  bank  into  your  consideration,  and  furnish  me  at  as  early  a 
period  as  practicable  vnth  a  report  as  to  the  measures  which  you  consider  it 
would  be  expedient  to  adopt. 

8.  I  cannot  refrain  from  noticing  the  remarkable  fact  that  the  important 
words  '*  or  other  public  companies''  in  clause  32  of  Act  10  of  1863  (Bombay), 
to  which  so  large  a  portion  of  the  recent  losses  of  the  bank  is  to  be  attributed, 
were  inserted,  apparently  without  so  material  departure  from  the  charters  of 
the  Bengal  and  Madras  Banks  being  brought  to  the  notice  either  of  the  Legis- 
lative Council  in  Bombay  or  of  the  Government  of  India,  or  of  Sir  Charles 
Wood,  then  Secretary  of  State.  An  omission  so  unusual  requires  explanation, 
and  1  have  to  request  that  you  will  cause  careful  inquiries  to  be  made  into 
the  circumstances  attending  the  insertion  of  such  important  words  without 
due  notice  being  taken  of  it,  and  that  you  will  make  an  early  report  to  me  on 
the  subject. 

I  have,  &c. 
(signed)         Cranborne. 


(Financial  Department.— No.  13  of  1866.) 

To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London. 

My  Lord,  Bombay  Castle,  23  July  1866. 

With  reference  to  paragraphs  10  and  11    of  your  predecessor's  despatch 
No.  71,  dated  8th  September  1865,         utter  to  the  Government  of  mau,  No.  609,  dated  lejoneisee. 

and  m  continuation  Ot  our  Despatch  Letter  from  the  Goremment  Directors  of  the  Bank  of  Bombay,  dated  31  March 

No.    8    dated   13th    March    1866,  we  *  ^«^i:r.l^",jS«:„e„cy  the  Gove^or,  dated  29  Ma,  I866.  with  EncW^ 

have     tne     nonOUr    to     forward      the  Minute  by  his  Excellency  the  Commander  m  Chief,  dated  1 1  June  1866. 

collections  ^Of  correspondence   noted  ^     ^*°''*^  ^^  *^^  Honourable  B.  H.  EUU,  dat^d  ll  June  1866. 

Ul  the  margin''^^  the  perusal  of  which  ^"«'  ^o™  *^®  Government  of  India,  No.  503,  dated  12  May  1866,  with  accom- 

WUI    apprize    your    Lordship    of   the         ^"llSS^to  the  Goyemment  of  India,  No.  604,  dated  13  June  I866. 

Steps    we  have    taken    to    follow   out  ^***'  fr°™   ^«  QoTemment  of  India,  No.  1111,  dated  19  June  1866,  with 

the  directions   of  Sir  C.   Wood.  Enclosures,  and  the  Minutes  of  the  Members  of  Government  thereon. 

2.  A  Bill 


*  Already  printed,  vide  pages  30  to  46. 
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A  copy  of  the  Bin  is      2.  A  Bill  to  amend  the  present  Bombay  Bank  Charter  Act,  drafted  under 
•ppended-  the  direction  of  the  Government  of  India,  has   been  submitted  for  the  con- 

sideration of  the  Legislative  Council  of  this  Presidency,  and  will  receive  their 
earliest  attention.  Its  enactment  will  remove  the  objection  taken  to  the  Bank 
Charter  as  it  now  stands,  though  its  practical  effect  will  be  insignificant,  for 
the  restriction  it  places  on  the  business  of  the  bank  has  been  anticipated  in  the 
self-imposed  rules  under  which  the  direction  have  acted  since  April  1865. 

We  have,  &c. 
(signed)        H.  B.  E.  Frere. 
R.  Napier. 

B.  H.  Ellis. 

C.  J.  Erskine. 


(Financial  Department.*— No.  603.) 

To  the  Chief  Secretary  to  Government,  Bombay. 

Sir,  Simla,  12  May  1806. 

I  AM  desired  by  the  Governor  General  in  Council  to  invite  the  immediate  attention  of 
the  Government  of  Bombay  with  reference  to  the  condition  of  the  Bank  of  Bombay. 

2.  In  a  Despatch  from  the  Secretary  of  State,  No.  71,  dated  8th  September  last, 
addressed  to  his  Excellency  the  Governor  in  Council.  Bombay,  Sir  C.  Wood  urged  upon 
the  Bombay  Government  the  necessity  of  effecting  such  an  alteration  of  the  Charter  of  the 
Bank  of  Bombay  as  will  preclude  them  making  advances  on  the  security  of  public  com- 
panies not  guaranteed  by  Government  A  copy  of  this  Despatch  was  forwarded  to  this 
Government  for  information,  and  on  the  17th  of  November  following,  a  letter.  No.  2979, 
was  issued  from  the  Government  of  India  in  tliis  Department,  inquiring  what  steps  had 
been  taken  for  complying  with  the  orders  of  the  Secretary  of  State. 

3.  Up  to  the  present  date,  however,  though  seven  months  have  elapsed  since  the  receipt 
by  the  Government  of  Bombay  of  the  orders  of  the  Secretary  of  State  on  this  important 
subject,  no  communication  has  been  received  by  this  Government  of  the  measures  which 
the  Bombay  Government  propose  to  adopt  in  view  to  the  necessary  modification  in  the 
Charter  of  the  Bank. 

^Already  printed,       4.  I  am  now  directed  to  forward  copy  of  another  Despatch,  No.*  66,  dated  24th  March, 
vide  page  10.  from  the  Secretary  of  State,  in  which  Lord  De  Grey  requests  to  receive,  as  early  as 

possible,  a  report  of  the  measures  the  Bombay  Government  may  propose  to  adopt  with 
reference  to  the  above  subject,  and  to  request  that  this  requisition  may  receive  the  imme- 
diate attention  of  his  Excellency  in  Council. 

5.  The  next  subject  connected  with  the  Bank  of  Bombay,  to  which  I  am  instructed  to 
call  attention,  is  contained  in  paragraph  10  of  my  letter,  No.  161,  dated  I3th  January 
last.  His  Excellency  the  Governor  General  in  Council  has  received  copies  of  the  minutes 
made  on  that  communication  by  his  Excellency  the  Governor  and  the  other  members  of 
Council,  which  have  been  forwarded  by  the  Bombay  Government  to  the  Right  Honourable 
the  Secretary  of  State ;  but  any  remarks  on  these  minutes  must  necessarily  be  deferred 
until  this  Government  is  in  possession  of  the  report  which  has  been  called  for  of  the 
assets  and  liabilities  of  the  Bank  of  Bombay,  and  its  transactions  during  the  last  six 
months,  referred  to  in  ihe  letter  above  mentioned. 

6.  The  Governor  General  in  Council  cannot  but  express  his  regret  and  surprise  that  any 
delay  should  have  occurred  in  the  receipt  of  this  report,  on  the  result  of  which  the 
character  of  the  bank,  and  its  future  relations  with  the  Government,  so  greatly  depend. 
His  Excellency  trusts  that  no  further  time  will  be  lost  in  furnishing  the  information  so 
urgently  required. 

I  have,  &c. 
(signed)        B.  H.  Hollingheryi 
Assistant  Secretary, 
For  the  Secretary  to  the  Government  of  India. 
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(Financial  Department— No.  604  of  1866.) 

To  the  Secretary  to  the  Government  of  India. 

Financial  Department, 
Sir,  Bombay  Castle,  13  June  186ff» 

I  AM  directed  to  reply  to  your  letter.  No.  608,  dated  the  12th  ultimo,  commenting  on  the 
delay  that  has  occurred  in  submitting  the  report  called  for  by  the  Government  of  India  on 
the  managenient  of  the  Bank  of  Bombay,  and  wishing  to  be  informed  as  to  what  stepn  have 
been  taken  to  secure  the  alteration  in  the  Charter  being  made  as  directed  by  Sir  C» 
Wood. 

2.  The  causes  of  the  delay  in  replying  to  your  letter.  No.  161,  dated  the  Idth  January^ 
have  already  been  explained  in  my  demi-official  note  to  your  address ;  and,  as  requested  in 
your  telegram  of  the  6th  instant,  the  report  on  the  management,  veith  the  Minutes  of  the 
Members  of  Government  recorded  thereon,  is  in  course  of  dispatch. 

8.  With  respect  to  the  Charter,  Sir  Charles  Wood's  Despatch,  No.  71,  daied  8th 
September  last,  was  forwarded  to  the  bank  directors  on  the  26th  October,  with  a 
request  that  they  would  state  whether  they  had  any  objections  to  offer  to  the  proposed 
alterations  respecting  the  authority  to  make  advances  on  the  security  of  public  companies* 
On  the  receipt  of  their  reply,  this  Government  directed  the  requisite  draft  Bill  to  be  pre- 
pared; but  before  it  could  be  dispatched  to  the  Secretary  of  State,  the  letter  from  the 
Government  of  India,  No.  161,  dated  the  Idth  January  last,  was  received,  and  it  wascoo* 
sidered  advisable  to  postpone  the  question  of  partial  legislation  until  the  general  question 
of  the  past  management  of  the  bank,  and  its  future  relationship  mth  Government,  should 
be  disposed  of. 

4.  The  Government  directors  had  for  some  months  previously  been  strictly  enjoined  to 

{prohibit  the  making  of  advances  of  the  kind,  so  that  practically  the  object  to  be  attained  by 
egislation  had  already  been  secured  before  the  receipt  of  this  letter. 

6.  The  Government  of  India  will  have  been  informed  by  a  tele|2;rara  that  this  Govern* 
ment  are  prepared  at  once  to  make  the  requisite  alteration  if  deemed  necessary. 

I  have,  &c. 
(signed)        F.  S.  Chapman, 
Chief  Secretary  to  Government. 


(Financial  Department. — No.  1111.) 

To  the  Chief  Secretary  to  Government,  Bombay. 
Sir, 
With  reference  to  the  recent  correspondence  on  the  subject  of  the  affairs  of  the  Bank  of 
Bombay,  and  the  expediency  of  restricting  the  powers  of  that  bank  to  the  extent  allowed 
to  the  Banks  of  Bengal  and  Madras,  I  am  instructed  to  forward  a  copy  of  a  draft  Bill 
embodying  the  alterations  which  the  Government  of  India  consideis  to  be  indispensable, 
and  of 'the  statement  of  objects  and  reasons,  and  to  state  that  as  the  Act  which  con- 
stituted the  Charter  of  the  Bank  of  Bombay  was  passed  by  the  Council  of  his  Excellency 
the  Governor  of  Bombay  for  making  laws  and  regulations,  it  is  preferable  that  the  amend* 
ment  of  the  Act  should  be  made  by  the  same  authority. 

2.  The  Governor  General  in  Council  is  under  no  apprehension  that  any  panic  or  injury 
to  the  credit  of  the  bank  will  result  from  the  proposed  alteration  of  its  charter,  the  practice 
which  such  alteration  will  prohibit,  having  been,  as  his  Excellency  in  Council  learns  with 
satisfaction,  for  some  time  past  discontinued  by  the  bank.  On  the  contrary,  his  Excellency 
in  Council  is  of  opinion  that  the  disconnection  of  the  bank  from  business  of  a  speculative 
character  will  have  the  effect  of  strengthening  its  position  and  redeeming  it  from  the  dis- 
credit into  which  it  has  fallen. 

3.  Meanwhile,  his  Excellency  in  Council  awaits  with  anxiety  the  long-expected  report  on 
the  affairs  of  the  bank. 

I  have,  &c. 
(signed)        E.  H.  Lushington, 
Simla,  19  June  1866.  Secretary  to  the  Government  of  India. 
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A.  Bill  to  Amend  Act  No.  X.  of  1863  (Bombay). 


WhbseaS;  it  is  expedient  to  amend  Act  No.  X.  of  18689  Bombay  (for  the  re-incorporation 
and  le-constitntion  of  the  Bank  of  Bombay),  it  is  hereby  enacted  as  follows : 

1.  Section  32  of  the  said  Act  shall  be  read  as  if  for  the  words  '*The  advanciDg  and 
lending  money  on  Government  securities,  or  on  the  security  of  shares  in  any  of  the  incor- 
porated Indian  railway  or  other  public  companies  in  India"  the  following  words  Here 
substituted  (that  is  to  say),  **  The  advancing  and  lending  money  on  Government  securities 
and  shares  in  Indian  railways,  the  interest  whereon  shall  have  been  guaranteed  by  Govern- 
ment;''  and  as  if  for  the  words,  ''  the  making  of  investments  of  the  monies  of  the  said 
bank  in  Government  securities,"  the  following  words  were  substituted  (that  is  to  say),  ^*  The 
making  of  investments  of  the  monies  of  the  said  bank  in  securities  of  the  Government  of 
India,  or  in  loans  or  bonds  secured  by  the  Iniperial  Parliament  on  the  revenues  of  India,  or 
in  debentures  of  railways  guaranteed  by  the  Government  of  Iikdia." 

^  This  Act  shall  be  r^  with,  and  taken  as  part  of,  the  said  Act  No.  X.  of  1S0S 
(Bombay). 

(signed)        J,  E.  Coole^ 
Assistant  Secretary  to  the  Government  of  India* 

Statement  of  Objects  and  Reasons. 

By  Section  32  of  Act  No.  X.  of  1B63  (Bombay),  the  Bank  of  Bombay  is  allowed  to 
lend  money  on  the  security  of  shares  in  any  of  the  pubhc  companies  in  India. 

This  power,  which  is  not  posses&ed  by  the  Bank  of  Bengal  or  the  Bank  of  Madras, 
having  been  fomid  objectionable,  the  present  Bill  has  been  prepared,  at  the  desire  of  tbc 
Secretary  of  State  for  India,  so  as  to  aB.>imilate  in  ihis  respect  the  business  of  the  Bank  of 
Bombay' to  that  of  the  Banks  of  Bengal  and  Madras. 

(signed)        J.  E.  Cooke y 
Assistant  Secretary  to  the  Government  of  India. 


MiNUTB  by  His  Excellency  the  Governor,  dated  29th  June  1866,  concurred  in  by  the 

Honourable  Mr.  Ellis, 

The  Bill  should  be  published,  and  entrusted  to  the  Honourable  Mr.  Ellis  to  bring  forward 
at  the  fint  meetinj;^  of  Council. 

(signed)        H.  B.  E.  Frere. 
29  June  1866.  B.  H.  Ellis. 


Preamble. 


Amendment  of 
Section  32  of  Act 
No.  X.  of  1863 
(Bombay). 


Minute  by  the  Honourable  C.  J.  Erskine,  dated  2nd  July  1866. 

But  I  uould  omit  the  uords  in  the  statement  of  objects  and  reasons  ''at  the  desire  of 
the  Secretary  of  State."  The  Legislature  is  supposed  to  act  freely,  and  similar  words  once 
before  gave  rise  to  debates  and  opposition  in  Calcutta. 

2  July  1866.  (signed)         C  J.  Erskine. 


(Financial  Department — No.  685,  of  1866.) 

Bombay  Castle,  5  July  1866. 
Made  over  to  the  Legislative  Department  for  disposal,  ^ith  a  request  that  thesfe  papers 
may  be  returned  to  the  rinancial  Department  when  no  longer  required. 

(signed)        J.  King, 
Acting  Under  Secretary  to  Government 


Pboceedinos  of  the  Legislative  Department,  Bombay. — Monday,  16th  July  1866. 

Thb  following  Bill,  together  with  the  statem^it  of  objects  and  reasons  accompanying 
it,  is  published  in  accordance  with  Rule  15  of  the  rules  for  the  conduct  of  busmess^ 
meetings  of  the  Council  of  his  Excellency  the  Governor  of  Bombay  for  making  laws  ^ 
regulations : — 

BILL  No.  8,  of  1866. 

A  Bill  to  Amend  Act  No.  X.  of  1863  (Bombay). 

Whereas,  it  is  expedient  to  amend  Act  No.  X.  of  1863,  Bombay  (for  the  re-incorpo- 
ration and  re-constitution  of  the  Bank  of  Bombay) ;  it  is  hereby  enacted  as  follows ; 

1.  Section  32  of  the  said  Act  shall  be  read  as  if  for  the  words,  *'The  advancing  and 
lending  money  on  Government  securities,  or  on  the  security  of  shares  in  any  of  the  mco^^ 
porated  Indian  railway  or  other  public  companies  in  India,"  the  following  words  were  su 
stituted  (that  is  to  say),  "  The  advancing  and  lendine  money  on  Government  secunt/es«D 
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shares  in  Indiaa  raitways  the  interest  whereon  sliall  have  been  guaranteed  by  Government;*' 
and  as  if  for  the  words,  **  The  making  of  investments  of  tlie  monies  of  tlie  said  bank  in 
Government  securities/'  the  following  words  were  substituted  (that  is  to  say),  ''The  making 
of  investments  of  the  monies  of  the  said  bank  in  securities  of  the  Government  of  India,  or 
in  loans  or  bonds  sectrred  by  the  Imperial  Parliament  on  the  revenues  of  India,  or  in 
debentures  of  railways  guaranteed  by  the  Government  of  India.'* 

2.  This  Act  shall  be  read  with,  and  taken  as  part  of,  the  said   Act  No.  X.  of  1863  This  Act  to  be  read 
(Bombay).  »IP*'?.^!^®*  ?^-  ?• 


of  1868  (Bombay). 


Statement  of  Objects  and  Reasons. 

By  Section  32  of  Act  No.  X.  of  1863  (Bombay),  the  Bank  of  Bombay  is  allowed  to  lend 
money  on  the  security  of  shares  of  any  of  the  pnblic  companies  in  India. 

This  power,  which  is  not  possessed  by  ihe  Bank  oi'  Bengal  or  the  Bank  of  Madras,  having 
been  found  objectionable,  the  present  Bill  has  been  prepared,  so  as  to  assimilate  in  this 
respect  the  business  of  the  Bank  of  Bombay  to  tliat  of  the  Banks  of  Bengal  and  Madras. 

Poona,  1  July  1866.  ^signed)        B.  H.  Ellis. 

By  order  of  his  Excellency  the  Governor, 


Poona,  14  July  1866. 


(signed)         W.  fFedderbwm, 

Acting  Under  Secretary  to  Government. 


(Financial,  No.  136.) 

To  His  Excellency  the  Right  Honourable  the  Gorernor  in  Council, 

Bombay. 

Sir,  India  0£Sce,  London,  17  December  1866. 

With  reference  to  your  Financial  Letter,  dated  the  23rd  July  1866,  No.  13, 
I  forward  herewith  a  copy  of  a  Financial  Despatch,  dated  this  day,  No.  290, 
which  I  have  addressed  to  the  Government  of  India,  relative  to  the  management 
of  the  Bank  of  Bombay. 

I  have,  &c. 
(signed)         Cranbome. 


(Home  Department — Legislative — No.  61,  of  1866.) 

To  the  Right  Honourable  Viscount  Cranhome^  Secretary  of  State  for  India, 
dated  Fort  William,  7th  December  1866. 

My  Lord, 
In  conformity  with  the  provisions  of  section  41  of  the  Indian  Councils  Act, 
I  have  the  honour  to  forward  to  you  an  authentic  copy  of  the  law,  noted  on  the 
margin,  which  has  been  passed  by  the  Council  of  Bombay,  and  to  which  I  have    •  ABiu  to  amend 
signified  my  assent.  -A.ct  No,  x.of  isea 

I  have,  &c. 
(signed)        John  Lawrence. 


(Bombay). 


(Legislative,  No.  4.) 

To  His  Excellency  the  Right  Honourable  the  Governor  General  of  India 

in  Council. 

Sir,  India  Office,  London,  24  January  1867. 

;;^1.  I  HAVB  to  acknowledge  the  receipt  of  your   Excellency's  Despatch,  dated  Bill  to  amend 

7th  December,  No.  61,  1866,  transmitting  copy  of  the  Act  noted  in  the  margin,  Bombay  Act  x.  1863 

which  has  been  passed  by  the  Council  of  the  Governor  of  Bombay,  and  to  which  Snk  of Cba  V^^ 

your  Excdlency  has  signified  your  assent.  *"  ^      ™ 


^ZZ- 
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2.  I  have  to  inform  you  that  I  have  considered  the  same  in  Council,  and  that 
it  will  be  left  to  its  operation. 

I  have,  &c. 
(signed)         Cranbome. 


Tblegram  dated  28th  February  1867,  from    the   Secretary  of  State  to  the 

Governor  General,  Calcutta. 

Alarming  reports  of  the  state  of  the  Bank  of  Bombay  have  been  received 
in  London.     Cause  not  known.     Give  assurance  of  Government  support. 

Telegram  dated  28th  February  1867,  from  the  Secretary  of  State    to  the 

Governor  of  Bombay. 

The  following  telegram  has  been  this  day  sent  to  Governor  General : — 
"  Alarming  reports  of  the  state  of  the  Bank  of  Bombay  have  been  received  in 
London.     Cause  not  known.     G  Jve  assurance  of  Government  support.'* 


Telegram  dated  Calcutta,   1st  March  1867,  from  the  Viceroy  to  Secretary  of 

State. 

The  Bank  of  Bombay  is  in  a  critical  state.     I  have  given  and  will  continue 
support.     I  hope  it  may  recover. 


Telegram  dated  Bombay,  1st  March  1867,  from  Sir  Battle  Frere  to  Secretary 

of  State. 

Your  telegram  of  yesterday  with  copy  of  cypher  to  Viceroy,  received.  Run 
on  bank  stopped,  but  no  confidence  possible  without  change  in  constitution. 
Directors  have  made  proposals,  which  have  this  day  been  submitted  to  Viceroy. 
Details  by  next  mail. 


(No.  27  of  1867.— Government  of  India. — Financial  Department. — Accounts.) 

To  the  Right  Honourable  Viscount  Cranlorney  Secretary  of  State  for  India. 

My  Lord,  Fort  William,  19  January  1867. 

In  continuation  of  our  letter  No,  161,  dated  14th  July  1866,  we  have  the 
honour  to  forward  the  documents  named  in  the  annexed  list,  regarding  the 
state  of  the  Bank  of  Bombay,  and  the  continuance  of  its  management  of  the 
general  treasury  at  Bombay  for  one  year  after  the  expiration  of  the  present 
agreement  in  March  next. 

2.  The  correspondence  now  reported  contains  a  reply  to  the  chief  portion  of 
your  letter,  No.  290,  of  17th  December  1866,  which  on  one  remaining  point  will 
be  separately  answered. 

We  have,  &c. 
(signed)         John  Lawrence. 
W.  Mansfield. 
H.  S.  Maine. 
W.  Grey. 
G.  N.  Taylor. 
W.  N.  Massy. 
H.  M.  Durand^ 
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COLLECTION    OF    BOMBAY    BANK    PAPERS. 


LIST. 

Sir  6.  Frere's  Telegram,  dated  15th  Jane  1865         ..-...-.-% 

The  Viceroy's    ditto       dated  16th  June         ---------  Iprinted  Vid9  p.    4 

Financial  Secretary's  ditto,  dated  I6U1  Jane     .--.--.--J 

Financial  Secretary  to  GoTemment  of  Bombay,  No.  958,  dated  22nd  Jone .        -        .        .  „  p.    2 

Croreniment  of  India  to  Secretary  of  State,  No.  110,  dated  1st  July  1865  .         -        -        •  „  p.    2 

Secretary  of  State  to  Government  of  Bombay,  No.  42,  dated  2nd  June  1865      .        -        .  „  p.    1 

GoTemment  of  Bombay  to  Secretary  of  State,  No.  12,  dated  8th  July        -        -        .        .  ,,  p.    3  and  4 
Government  of  Bombay  to  Government  Directors  of  Bombay  Bank,  dated  29th  June  1865, 

No.  572 „  p.    4 

Government  Directors'  reply,  dated  30th  June  ---------  ,,  p.    5  md  g 

Secretary  of  State  to  Government  of  India,  dated  8th  September  1865,  No.  213  •        -        •  „  p.    6 

Secretary  of  State  to  Government  of  Bombay,  dated  8th  September,  No.  71        -        «        •  ,,  p.    6  to  8 

Government  of  India  to  Government  of  Bombay,  dated  17th  November  1865.  No.  2979       •  „  p.  53 

Government  of  India  to  Government  of  Bombay,  dated  13th  January *1 866,  No.  161     -        -  „  p.    8  and  9 

Government  of  India  to  Government  of  Bombay,  No.  262,  dated  17th  January  1866  -        -  1;  P*  10 

Government  of  India  to  Secretary  of  State,  No.  12,  dated  20th  January  1866      -        -        .  ,,  p.    8 

Government  of  India  to  Government  of  Bombay,  dated  10th  March  1866,  No.  1211    -        -  ,,  p.  26 

Government  Bombay  to  Government  of  India,  dated  13th  March  1866,  No.  263,  with  enclosures  ,^  p.  53 

Secretary  of  State  to  Government  of  India,  dated  24th  March  1866,  No.  65       -        -        •  >»  p*  10 

Memorandum  from  Government  of  Bombay,  dated  2l8t  March  1866,  No.  299    -        -        •  ,^  p,  26 

Giovernment  of  India  to  Government  of  Bombay,  dated  12th  May  1866,  No.  503  -        -        -  ,y  p.  48 

Reply  to  ditto,  No.  604,  dated  13th  June  1866 --  „  p.  49 

Government  of  Bombay  to  Government  of  India,  dated  16th  June  1866,  No.  609,  with  enclosures  „  p.  30  to  46 

Government  of  India  to  Government  of  Bombay,  dated  18th  Jone  1866,  No.  1050       -        •  »  P*  27 

Giovemment  of  India  to  Government  of  Bombay,  No.  11 11^  dated  19th  June  1866      •        -  »  p*  ^9 

IndiatoBombay,  dated  13th  Jnly  1866,  No.  1456     -        - „  p.  27  to  29 

Government  of  India  to  Secretary  of  State,  dated  14th  July  1866,  No.  151  •        -        -        -  „  p.  26 

Keport  of  Directors  of  Bombay  Bank,  with  enclosures        ..--..-  ^^  p.  54  to  56 

Government  of  India  to  Government  of  Bombay,  dated  23rd  Auji^t  1866,  No.  2088   -        -  »  P*  57 

Ditto    -    -    ditto,  dated  13th  September  1866,  No.  2344 „  p.  57 

Crovemraent  of  Bombay  to  Government  of  India,   dated  19th  September  1866,  No.  892, 

with  enclosures        ---.---.-----  ^^  p.  57  to  59 

Telegram  to  Bombay,  dated  3rd  October  1866  ---------  „  p.  59 

Government  of  India  to  Government  of  Bombay,  dated  3rd  October  1866,  No.  2613  -        -  tt  V-  59 

Letter  to  Government  of  Bombay,  No.  3053,  26th  October  1866        -        -        -        -        •  ,,  p.  60 

Letter  from  Government  of  Bombay,  No.  1085, 22nd  November  1866         -        -        -        -  „  p.  60  to  94 

Letter  from  Government  of  Bombay,  No.  1100,  27th  November  1866         .        -        -        .  ^^  p.  94  to  99 

Copy  of  Rules  and  Regulations  of  the  Bank  of  Bombay     -        -        -        -        -        -        •  ,,  p.l00tol02 

Letter  to  the  Government  of  Bombay,  No.  99,  dated  9th  January  1867        -        -        -        -  ,,  p.l02  to  104 


(No.  2979,  dated  17lh  November  18G5.) 


From  E.  H.  LushingtoUy  Esq.,  Secretary  to  the  Government  of  India,  Financial 
Department,  to  the  Secretary  lo  the  Government  of  Bombay. 

With  reference  to  the  tenth  paragraph  of  the  Despatch  from  the  Secretary  of  State  to 
Government  of  Bombay,  No.  71,  dated  ihe  8th  September  1865,  directing  that  an  altera- 
tion may  be  made  in  the  Charier  of  the  Bank  of  Bombay  to  "  preclude  their  making 
advances  on  the  security  of  public  companies  not  guaranteed  by  Government,**  I  am 
requested  to  inquire  what  steps  have  been  taken  for  complying  with  this  injunction  ?  The 
existence  of  the  power  of  makipg  these  advances  is  decidedly  objectionable,  and  cannot  be 
allowed  to  remain. 


(No.  263,  dated  13th  March  1866.) 


From   F.   S.    Chapman^   Esq.,    Chief    Secretary   to    the    Government  of    Bombay,    to 
E.  H,  Lushington^  Esq.,  Secretary  to  the  Government  of  India,  Financial  Department. 


I  AM  directed  to  acknowledge  the  receipt  of  your  ®* 
letter.  No.  161,  dated  the  13th  January  1866,  regarding  ^ 
the  management  of  the  Bank  of  Bombay  durinp;  the    ^ 

East  year,  and  to  forward  to  yuu,  for  the  purpose  of  a> 
eing  laid  before  his  Excellency  the  Governor-General  « 
in  Council,  the  accompanying  copies  of  Minutes  re  *! 
corded  by  the  Members  of  tliis  Government  oo  the  •§ 
subject  o 

& 


Minute  hy  his  Excellency  the  Governor,  dated  26  January  1866. 
P.  S.  to  ditto,  dated  17  February  1866 
Minute  by  the  Honourable  Mr.  Ellis,  dated  21  February  1866. 
Minute  by  the  Honourable  Mr.  Erskine,  dated  2  March  1866. 
Minute  by  his  Excellency  the  Goremor,  concurred  in  by  the 
Honourable  Mr.  Erskine,  dated  2  March  1866. 
/  Minute  by  the  Honourable  Mr.  Ellis. 

Minute  by  his  Excellency  the  Governor,  datad  27  February  1866* 
Minute  by  the  Honourable  Mr.  Enkine,  dated  4  March  1866. 
Minute  by  the  Honourable  Mr.  Ellis,  dated  5  March  1866. 

Minute  by  the  Honourable  Mr.  Erikine,  dated  8  March  1866. 
^Minute  by  his  ExoeUency  the  Governor,  dated 0  March  1866. 
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BANK  OF  BOMBAY, 


President. — F.  F.  Liddebdale. 
Directors. 


J.  L.  Lushington. 
E.  C.  ChHpman. 
G.  Normaiu 


Alex.  Brown. 
R.  L.  Tracey. 
Alex.  Stewart 


The  annual  general  meeting  of  the  proprietors  of  the  bank  was  held  under  Section  37,  of 
Act  X.  of  1863  at  t^>e  bank's  office  in  the  Fort,  on  Monday  the  6th  day  of  August  1865, 
at  11  o'clock  in  the  forenoon  :  F.  F.  Lidderdale,  Esq.,  in  the  Chair. 

The  secretary  having  read  the  notice  calling  the  meetinjH!:  as  published  in  the  "  Govern- 
ment Gazette,"  und  newspapers,  and  the  section  of  the  charter  under  which  the  meeting 
was  convened,  the  following  reports  of  the  directot-s  and  auditors  were  submitted : — 

Directors'  Report. 

It  now  devolves  on  the  directors  to  submit  a  statement  of  the  aflfairs  of  the  Bank  of 
Bombay  to  the  30th  June  last. 

From  the  report  read  at  the  general  meeting:  held  on  the  7th  August  of  last  year,  the 
shareholders  will  remember  it  was  stated  (hat  the  directors,  after  much  deliberation,  and 
taking  rather  an  unfavourable  view  of  the  loans  still  owing  to  the  bank  on  SOth  June  1865, 
did  not  feel  warranted  in  estimating  the  total  loss  of  the  bank  at  above  30  lakhs  of  rupees. 
For  some  time  after  that  report  was  published,  the  estimated  losses  continued  to  dimmish 
steadily,  and  as  cotton  improved  in  value,  the  estates  of  many  of  the  bank's  debtors  who 
had  failed,  showed  the  probability  of  a  larger  dividend  than  they  can  now  possibly  give.  In 
considering  also  the  position  of  the  bank  at  the  close  of  the  year  1865,  your  directors  fdi 
themselves  fully  justiaed  in  estimating  the  value  of  the  shares  held  by  the  bank  as  collateral 
security  at  the  price  then  current,  as  they  believed  that  nearly  all  descriptions  of  sound  stodk 
might  be  reasonably  expected  to  advance  rather  than  decline  in  value.  Looking  also  to  the 
very  favorable  condition  of  the  markets  generally,  your  directors,  after  careful  consultation, 
felt  warranted  in  declaring  a  dividend  of  4  per  cent  for  the  half-year  ending  31st  December 
last ;  but  while  taking  so  sanguine  a  view  of  the  affairs  of  the  bank,  no  opportunity  was 
lost  of  reducing  the  outstanding  debts,  and  in  many  instances  where  payment  could  not  be 
obtained,  of  acquiring  securities.  The  result,  however,  has  proved  very  different  from  what 
your  directors  anticipated,  a<,  besides  a  continuous  and  unprecedented  depreciation  in  the 
value  of  all  descriptions  of  securities,  a  crisis  greatly  exceeding  in  severity  that  of  1865  has 
since  overtaken  Bombay. 

In  the  n)onth  of  April  last  unfavorable  news  of  the  state  of  the  home  cotton  markets 
reached  Bombay,  followed  rapidly  by  still  more  depressing  intelligence;  and  respectable 
firms,  formeily  of  undoubted  standing,  means  and  credit,  both  in  England  and  India, 
which  had  stood  through  the  severe  crisis  in  the  early  part  of  1865,  began  to  succumb. 
These  failures  were  quickly  foUtiwed  by  ihe  colLipse  of  two  long^stablished  exchange 
bank>,  enjoying  the  highest  credit,  their  fall  throwing  many  good  firms,  as  well  as  private 
persons,  mto  new  and  unforeseen  difficulties.  The  directors  have  satisfaction  in  stating 
that,  notwithstanduig  these  mobt  unfavorable  circumstances,  and  the  general  feeling  of 
distrust  that  prevailed,  they  weie  able  to  afford  material  and  timely  assistance  to  a  large 
amount  to  several  Bombay  banking  establishments,  and  thus  contributed  not  a  little  to 
allay  the  panic  which  prevailed  at  the  time  of  the  suspension  of  the  Commercial  and  Agra 
Banks. 

The  preceding  remarks  will  prepare  the  shareholders  to  learn  that  the  value  of  the  bank's 
assets  is  impaired  to  an  extent  much  greater  than  was  thought  likely  or  even  possible  but 
a  few  months  ago.  Your  directors,  after  the  most  careful  scrutiny  of  the  assets  of  the  bank, 
and  the  securities  held  against  df  bts,  feel  themselves  obliged  to  report  that  they  consider  the 
bank's  capital  will  be  encroached  upon  to  the  extent  of  about  50  lakhs  of  rupees. 

In  making  this  estimate,  however,  they  deem  it  right  to  explain,  and  to  request  the  share- 
holdeis  to  bear  in  mind,  that  in  valuing  the  assets  they  have  taken  all  shares  at  present  panic 
rates,  and  in  the  case  of  bankrupt  estates  the  lowest  possible  estimate  of  dividend  has  been 
adopted  by  them.  In  not  a  few  instances  where  tlie  bankrupts  have  been  largely  interested 
in  cotton,  the  considerable  improvement  which  is  known  to  have  taken  place  since  the 
valuation,  should  materially  increase  the  dividend  to  be  recovered,  and  it  is  not  unreasonable 
to  suppose,  that  as  confid<*nce  returns,  the  shares  held  by  the  bank  as  collateral  security  will 
be  worth  more  than  at  the  present  moment,  the  more  so  as  they  consist  for  the  mo»t  part  of 
those  of  sound  legitimate  undertaking's. 

From  the  statement  of  profit  and  loss  now  before  the  proprietors,  it  will  be  observed  that 
the  net  profit  amounts  to  /is.8,2d,7l4.  11. 11. for  the  half-year,  and  that  inclusive  of  this,  the 
balance  at  credit  of  profit  and  loss  account  is  25,65,733  rupees,  after  deducting  4,89,948 
rupees,  debited  during  the  previous  half-year  for  former  debts  considered  irrecoverable.  The 
reserve  fund  stands  at  10,56,000  rupees,  which  sum,  with  the  undivided  profit,  will  all  be 
absorbed  in  the  bank's  losses. 

Notwithstanding  the  unf(»rtunate  result,  which  it  is  the  duty  of  your  directors  to  report, 
they  feel  able  to  state  confidently  that  the  bank  is  daily  recovering  its  position.'  Every 

effort 
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effort  is  being  made  to  collect  its  outstanding  debts,  and  to  strengthen  the  confidence  of  the 

{mbhc  in  its  future,  and  the  directors  would  here  point  out  that  almost  the  whole  of  the 
osses  reported  are  on  account  of  the  transactions  of  1864,  and  the  early  part  of  1866.  It 
is  with  some  satisfaction  they  are  able  to  state  that  no  losses  are  likely  to  arise  as  far  as  can 
be  foreseen  on  tlie  business  of  the  last  12  months,  carried  on  in  a  time  of  unparalleled 
difficulty* 

Under  the  present  charter  of  the  bank,  it  will  not  be  possible  to  write  off  the  loss  now 
reported  to  you,  except  so  far  as  the  undivided  profits  and  reserve  fund  are  concerned,  and 
looking  to  the  probability  that  no  inconsiderable  partof  tha  estimated  lo>8  may  yet  be  found 
recoverable,  your  directors  would  not  recommend  any  alteration  which  would  disturb  the 
nominal  value  of  the  shares  until  another  year  has  elapsed,  when  it  will  be  in  their  power  to 
assess  more  closely  the  sums  to  be  reali>ed  from  securities  and  bankrupt  estates.  Most  of 
the  branches  have  returned  small  profits,  a  few  have  not  paid  expenses ;  those  in  the  latter 
class  have  been  only  established  a  short  time.  Instructions  were  issued  more  than  a  year 
ago  that  business  should  be  conducted  with  the  greatest  caution,  and  that  only  transactions 
of  the  most  undoubted  nature,  and  for  small  amounts,  should  be  entered  into.  This  course 
has  b(  en  adhered  to,  and  so  far  no  losses  hare  to  be  reported  for  the  past  year,  while  all 
previous  deficiencies  have  been  provided  for  in  the  estimate  given  above. 

The  bank's  agreement  with  Government  now  in  force  expires  in  the  end  of  February  next 
It  has  already  been  determined  by  Government  to  take  the  management  of  the  Currency 
Department  into  their  own  hands,  following  the  course  pursued  with  the  Presidency  Banks 
of  Bengal  and  Madras.  The  Directors  are  now  in  negotiation  with  the  Government  for 
conducting  the  Treasury  business,  both  at  Bombay  and  at  places  where  branches  of  the 
bank  are  established,  at»d  for  the  renewal  of  the  agreement  on  modified  terms,  the  result  of 
which  is  at  present  unknown. 

The  Government  have  proposed  to  make  an  alteration  in  the  bank's  charter  withdrawing 
the  power  to  advance  on  the  shares  of  public  companies,  so  as  to  assimilate  it  to  those  of  tne 
Banks  of  Bentjal 


and  Madras,  to  which  course  your  directors  have  offered  no  objection. 
ft  Act*  v\ill  be  found  in  the  Appendix. 


copy  of  the  Draft  Act*  will  be  found  in  the  Appe 
The  auditors'  report  is  also  hereto  appended. 


*  Already  printed, 
iMpagodO. 


Statement  of  the  Apfaibs  of  the  Bank  of  Bombay  on  30th  June  1866. 
Dr.  Cr. 


Rs. 

Rs. 

To  Proprietors'  Capital 

2,09,00,000 

By  Loans  and  Cash  Credits 

1,97,28,060 

To    Bank    Notes    and    Post 
Bills  in  circulation  ar  Head 
Office  and  Branches  - 

2,18,463 

Bj  Bills  discounted      - 
Bj  Dead  Stock  - 

1,69,77,220 
8,69,992 

To  Deposit  Accounts  and  Re- 
ceipts   and    all    other  Lia- 
bilities    -        -         -         - 

8,19,64,874 

By  Stamp  Account     - 

Bj    Adjusting    Account    of 
Interest          -         -        - 

12,478 
1,87,460 

To  Reser?©  Fund,  including 
amount  at  credit  of  Profit 
and  Loss  Account 

86,22,716 

By   Balances     with    Corre- 
spondents     - 

By  Balances  with  Branches  - 

2,64,947 
41,74,961 

By  Cash  and  Currency  Notes 
at  Head  Office 

Rs. 

1,44,96,960 

Us. 

6,67,01,048 

6,67,01,048 

Dr. 


Abstkact  of  Profit  and  Loss  Account. 


Cr. 


To  Charges  at  Head  Office     - 

To  Rent  of  Head  Office  pre- 
mises       -         .        .        . 

To  Auditors'  Allowance 

To  Charges  at  Branches 

To  Interest  paid  at  Head  Office 

To  Interest  paid  at  Branches - 

To  Stationery  Account  - 

To  Balance  of  Profit  and  Loss 
Account  -         .        .        . 


Bs. 

1,36,307 

21,176 

1,600 

1,86,789 

1,60,809 

1,82,778 

4,210 

8,23,714 


Em. 


14,68,227 


By   Discount  at  Head  Office 
and  Branches 

By  Exchange  at  Head  Office 
and  Branches 

By  Interest  received  at  Head 
Office  and  Branches 

By  Commission  *         .         -. 


Ms, 


Ri. 

8,49,729 

8,15,844 

6,68,806 
1,89,849 


14,68,227 


^33* 
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Pbopit  and  Loss  Account. 


Dr. 

Cr. 

Balance     of    Reserve 
Fand  at  this  date    - 

Balance  of  Profit  and 
Loss  Account  at  this 
date       .        -        - 

Jls. 
10,56,983 

25,65,733 

Rs. 
86,22,716 

Balance     of    Reserve 
Fund,    30th      June 
1865       - 

Balance  of  Profit  and 
Loss  Account,  30th 
June  1865 

Balance  of  Profit  and 
Loss   Account,   3l8t 
December  1865 

Balance  of  Profit  and 
Loss  Account,  30th 
June  1866 

R$. 

10,56,983 
19,82,085 

Rs. 

Rs. 

8,36,000 
4,89,948 

30,39,068 
10,85,881 

8,23,715 

Dividend  for  half-year 
endin<r  31st  Decem- 
ber  1*865  at   8   per 
cent,  per  annum 

Debited  to  this  account 
during  the  past  half- 
year  for  Debts  totally 
irrecoverable  - 

• 

49,48,664 

Rs, 

49,48,664 

Bombay,       "1 
30  June  1866.  J 


D.  Maclean, 
Officiating  Chief  Accountant. 


Auditors*  Report. 


We  hereby  certify  that  we  have  completed  an  audit  of  the  books  and  accounts  of  the 
Bank  of  Bombay  for  the  half-year  ending  30th  June  1866.  The  following  have  been 
submitted  for  our  examination :  cash  and  notes  in  the  treasury ;  cash  and  notes  ivith  the 
shroff;  copper  in  the  castle;  Government  paper  and  share  certificates  lod«:!;ed  for  safe 
custody ;  Grovemment  paper  and  share  certificates  held  against  advances ;  current  local 
bills  discounted.  The  above  we  found  to  be  in  perfect  order,  and  to  agree  with  the  books 
in  which  they  are  recorded.  A  list  of  the  past  due  bills  was  placed  before  us,  from  which 
it  appeared  that  the  majority  of  them  had  been  placed  in  the  hands  of  the  solicitors  for 
recovery.  We  have  also  carefully  compared  with  the  ledger,  the  balance  sheet,  and  profit 
and  loss  account,  including  the  accounts  with  the  various  branches,  and  found  them  to  be 
correct. 


Bombay,  17  July  1866. 


J.  G.  Tyndall 
Charles  E.  Benn. 


President's  Address. 

The  report  which  has  Just  been  read  to  you  leaves  me  little  to  say.  But  I  wish  to  speak 
a  few  words,  before  movmg  for  its  adoption,  as  to  the  mode  adopted  by  the  directors  in 
valuing  the  bank's  securities.  We  determined  from  the  first,  that  the  shareholders  should 
know,  so  far  as  we  could  tell  them,  the  worst  of  their  posiiion,  and  we  accordingly  valued 
everything  at  the  lowest  point,  so  far  as  could  be  judgea  by  us. 

I  need  not  remind  you  here  through  what  times  we  have  passed.  It  vnll  be  suflScient 
to  refer  to  a  few  instances  out  of  many  to  enable  you  to  judge  if  we  have  over-valued  our 
securities^;  and  when  I  say  that  Back  Bay  shares  have  been  taken  at  2,000  rupees.  United 
Victoria's  at  1,000  rupees,  Elphinstone^s  at  600  rupees,  and  otbeis  in  like  proportion, 
I  think  you  will  admit  that  we  have  not  been  over-sanguine. 

It  is  generally  conceded,  I  believe,  that  a  banker  is  entitled,  in  valuing  his  securities, 
to  take  them  at  such  figures  as  will  represent  their  intrinsic  value  in  ordinary  times,  when 
the  market  is  neither  unduly  inflated  nor  depressed ;  and  had  we  followed  this  course,  the 
loss  reported  would  have  been  less  by  many  lakhs  of  rupees.  The  loss,  as  stated  to  you^ 
is  an  exceedingly  heavy  one,  but  we  have  good  right  to  hope  that  at  our  next  general 
meeting  we  shall  be  able  to  lay  a  much  more  favourable  report  before  you. 

The  directors  during  the  past  few  months  have  had  a  most  difficult  part  to  play,  and  all 
of  them  have  cordially  co-operated  in  trying  to  improve  the  bank's  position.  Changes  and 
regulations  have  been  introduced  into  the  management,  which  have  worked  beneficially, 
and  all  the  business  transacted  has  undergone  most  careful  scrutiny. 

The  time  that  has  passed  since  1  assumed  office  as  your  president  (some  three  months 
ago),  has  bmught  me  more  anxiety  with  reference  to  the  bank's  affiiirs  than  I  hope  ever 
to  have  again ;  and  as  I  resign  office  from  this  date,  1  trust  my  successor  will  find  the 
way  has  been  niuch  smoothed  for  him,  and  that  before  long,  the  bank's  affairs  may  again  be 
in  a  prosperous  state. 

The 
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The  chairman  concluded  his  address  by  moving, — "  That  the  report  of  the  directors  now 
read  be  adopted,  printed,  and  circulated  among  the  proprietors." 

The  motion  was  seconded  by  J.  L.  Lushington,  Esq.,  and  after  some  discussion,  carried 
unanimously. 

It  was  then  proposed  by  G.  M.  Stewart,  Esq.,  seconded  by  Sorabjee  Cowasjee  Powalla, 
Esq.,  and  carried  unanimously,  **  That  the  honourable  A.  J.  Hunter,  and  James 
Kanken,  Esq.,  be  elected  auditors  to  the  bank  lor  the  current  year,*' 

After  a  vote  of  thanks  to  the  chairman,  proposed  by  Dr.  Hunter,  the  meeting  termi- 
nated. 

By  order  of  the  Board  of  Directors, 

D.  Robertson^ 
Officiating  Secretary  and  Treasurer. 


(No.  2088,  dated  Simla,  23rd  August  1866.) 


From  E.  H.  Lushingtnny  Esq.,  Secretary  to  the  Government  of  India, Financial  Department, 
to  the  Chief  Secretary  to  Government,  Bombay. 

A  COPY  of  the  report  of  the  directors  of  the  bank  of  Bombay  for  the  half-year  ending 
June  30th,  having  been  laid  before  the  Governor  General  in  Council,  I  am  directed  to  record 
the  following  observations  : — 

2.  His  Excellency  in  Council  has  read  with  great  concern  that  tlie  losses  of  (he  bank  are 
upwards  of  850,000  i,  a  result  which  was  apparently  wholly  unexpected  by  the  directors  of 
the  bank,  who,  when  writing  to  the  Government  of  Bombay  on  the  31st  March,  or  only 
three  months  before  this  half-yearly  account  was  made  up,  considered  '^  ths^t  300,000 /., 
after  a  careful  and  impartial  scrutiny,  was  the  amount  of  the  probable  eventual  losses.'' 

3.  The  losses  ascertained  by  the  bank  in  the  preparation  of  their  half-yearly  account  are 
thus  shown  to  be  nearly  thrice  as  large  as  the  losses  estimated  for  the  information  of  the 
Government  of  India  only  three  months  previously.  In  the  absence  of  a  sufficiently 
detailed  explanation  of  the  affairs  of  the  bank,  as  required  by  my  letter  of  13th  July  last, 
the  Governor  General  in  Council  is  unable  to  form  any  opinion  how  far  the  directors  were 
justified  in  taking  such  a  sanguine  view  of  their  position  at  the  end  of  March,  and  iu 
impressing  on  this  Government  at  that  time  that  the  losses  of  ihe  bank  were  likely  to  be 
limited  to  so  3mall  an  amount  compared  with  that  now  disclosed  in  the  half-yearly 
statement. 

4.  The  wide  difference  between  these  losses,  combined  with  the  very  meagre  particulars 
contained  in  the  half-yearly  report  above  noticed,  justify  the  entertainment  of  grave  doubts 
whether  the  position  of  the  bank  has  even  yei  been  stated  as  faithfully  as  the  Government 
in  common  with  other  shareholdtiTs  have  a  right  to  require. 

5.  Until  the  Government  of  India  are  in  possession  of  the  particulars  required  in  the 
16lh  paragraph  of  my  letter  of  July  16th,  the  Governor  General  in  Council  will  not  be  in 
a  position  to  form  a  sound  opinion  of  the  position  of  the  bank,  or  to  arrive  at  any  con- 
clusion as  to  the  future  maintenance  of  a  connection  between  the  Government  and  the 
bank. 


(No.  2344,  dated  Simla,  13th  September  1866.) 

From  E.  H.  Lushinffton,  Esq.,  Secretary  to  the  Government  of  India,  Financial 
Department,  to  the  Chief  Secretary  to  Government,  Bombay. 

With  reference  to  my  letters,  dated  the  13th  July  and  23rd  August  1866, 1  am  desired 
to  enquire  when  Government  may  expect  the  information  therein  required  relative  to  the 
position  of  the  Bombay  bank.  In  view  of  the  approaching  termination  of  the  contract  with 
the  bank  it  is  desirable  that  there  should  be  no  further  delay  in  considering  the  arrange- 
ments which  may  be  necessary  for  the  future  transaction  of  the  Treasury  business  at 
Bombav. 


(No.  892,  dated  19th  September  1866.) 


From  the  Chief  Secretary  to  the  Government  of  Bombay  to  E.  H.  Lushington,  Esq., 
Secretary  to  the  Government  of  India,  Financial  Department. 

I  AM  directed  by  His  Excellency  the  Governor  in  Council,  in  forwarding  copies  of  the 
correspondence  noted  in  the  margin,  to     ,  ,  ..    .       ,    « 

atntA  tViftt  oa  annn  oa  i\^\a  P'^^^^.J^^f  1-  letter  from  the  Secretary  Bank  of  Bombay,  No.  1025,  dated  13  September  1866, 
state  tnat    as  soon    as    tins    Government   enclosing,  with  the  remarks  of  the  Directors—  '  '  *'  ' 

are  niformed  of  the  action  taken  by  the  2.  Copy  of  the  Report  of  a  Committee  appomted  to  revise  the  Estimate  of  the  Bank's 
directors,  a  further  communication  (;n  the  ^^^•'^  •"  ^^  ^^  ^^  ®'  ^^^  1^^^>  submitted  by  the  Directors  at  a  general  meeting  of 
subject  will  be  addressed  to  the  Govern-  ^"^"^^1? ^  t^fi  "^nlTt^ty  to  Go.er„n.ent  Fia«.c«a  l>^.n^, 
ment  ol  India.  No-  891,  dated  September  19, 1866,  in  acknowledgment  of  No.  1. 
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(No.  1025,  dated  18tl)  September  1B66.) 

From  D.  Robertson,  Esq.,  Officiating  Secretary  and  Treasurer,  Bank  of  Bombay, 
to  the  Chief  Secretary  to  Government,  Bombay^ 

I  AM  desired  by  the  directors  lo  forward,  for  the  information  of  His  Excellency  the 
Governor  in  Council,  copy  of  the  report  received  from  the  committee  who,  at  the  request 
of  the  directors,  were  appointed  to  review  tlieir  estimate  of  the  bank's  losses  as  on  the  30th 
June  last. 

It  will  be  observed  that  the  committee  whilst  expressing  an  opinion  that  the  estimate 
formed  by  the  directors  and  laid  before  the  shareholders  at  the  last  general  meeting  was 
framed  witli  fairness  and  carefulness,  proceed  to  comment  upon  the  further  loss  that  has 
accrued  since  that  date,  from  the  depreciation  in  the  value  of  securities,  and  consequent  un- 
favourable out-turn  of  bankrupt  estates. 

It  being  understood  that  thi>  was  done  at  the  express  wish  of  Government,  the  directors, 
although  questioning  the  expediency  of  thus  enlarging  the  powers  of  the  committee,  espe- 
eially  as  from  the  limited  time  at  their  disposal,  the  investigation  was  necessarily  hurried 
and  imperfect,  have  only  to  state  the  grounds  upon  which  they  differ  from  the  committee 
in  their  conclusions. 

The  committee  avowedly  base  their  estimate  on  the  actual  market  quotations  of  shares 
on  the  date  of  their  report  But  it  must  be  remembered  that  the  present  is  a  time  of 
extreme  depression,  when  general  distrust  has  taken  the  place  of  the  overweening  confi- 
dence that  prevailed  but  a  ye»r  and  a  half  ago.  The  result  of  this  is,  that  the  shares  of 
really  sound*  and  legitimate  undertakings  are  most  unduly  depreciated.  Were  it  abso- 
lutely necessary  for  the  bank  to  force  the  sale  of  all  its  securities,  the  estimate  of  the 
additional  loss  might  be  warranted.  Such  is  not  the  case.  The  bank  can  afford  to  await 
the  re-action  which  is  sure  sooner  or  later  to  follow  tliis  season  of  panic  and  depression. 

Without  going  into  particulars,  the  directors  wish  to  state  that  they  consider  the  com- 
mittee have  very  uiuch  undervalued  the  shares  in  Steam  Shipping  Companies,  and  the  price 
obtainable  for  the  land  and  houses  held  as  collateral  security  ;  the  opinion  of  the  diiecton 
mthe  case  of  land  being  backed  by  the  collector  of  Bombay. 

Again,  in  the  case  of  bankrupt  estates,  the  directors  consider  that  the  aommittee  hava 
adopted  a  very  low  estimate  of  probable  dividend.  There  must,  of  course,,  be  great  latitude 
of  opinion  in  Uiese  cases,  but  the  directors  believe  that  the  committee  might  nave  availed 
themselves,  in  more  than  one  case,  of  the  opinion  of  the  liquidators  which  is  more  favourr 
able  to  the  bank  than  the  estimate  they  have  adopted. 

In  conclusion,  the  directors  feeling  strongly  that  the  publication  of  the  bare  report  of  the 
eommittee  will  have  a  most  injurious^  effect  in  the  present  state  of  affairs,  trust  that  if 
Government  see  fit  to  publish  it,  they  will  also  make  known  the  basis-  on  wibich  the  eom- 
mittee  have  arrived  at  the  result 


^Dated  8th  September  1866.) 


From  A.  J.  Hunter,  Edtoard  F.  Harrison,  and  Dainshaw  Manockjee,  Esqrs.,  to 
the  Chairmefi  and  Direetofs  of  the  Bank  of  Bombay. 

We  have  the  honour  to  state  tbat  we  hav^  in  accordance  wiib  your  request,  examined 
the  valuation  which  has  been  laid  before  us  of  the  assets  of  the  bank  as-  oa  the  30th 
June  last. 

We  are  of  opinion  that  the  statement  affords  proof  of  the  fairness  and  care  with  which 
you  estimated  the  position  of  the  bank  at  the  close  of  the  last  half  year.. 

We  regret,  however,  to  have  to  state  that  a  large  addition  must  oe  made  to  the  estimate 
of  the  loss  incurred  by  the  bank. 

During  the  past  two  months-  the  shares  of  certain  Joint  Stock  Companies,  held  » 
security  for  advances  have  fallen  in  value,  and  in  many  cases  o£  claims  fnom  insolvent  estates, 
tte  probability  of  a  I'avourable  return  has  greatly  diminished. 

We  have  taken  the  joint  stock  shares  at  present  market  rates,  many  of  which  mtist  be 
considered  unduly  depressed.  The  returns  from  insolvent  and  other  estates  have  been 
taken  at  low  estimates,  and  we  hope  that  eventually  the  amount  realised  may  prove  consi- 
derably larger  than  that  at  which  we  have  placed  it. 

On  the  above  batns  we  estimate  the  additional  probable  loss  at  34,49^^600  rupees,  of 
which  you  will  find  details  in  the  accompanying  statement. 

We  find  in  respect  of  certain  commercial  bank  shares  received  as  security  for  advances, 
and  which  stand  in  the  name  of  officers  of  the  Bank  of  Bombi^,  that  the  bank  is  liable  fer 
Ae  calls  which  can  be  legally  enforced  as^ainst  shareholders  in  tl>e  commecetaii  bank  ;  it  is 
difficult  to  asugn  a  value  to  the  liability  on  this,  account,  but  we  recommend  that  in 
estimating  the  bank's  position^  pnrrision  should  be  made  for  evefttual  loss  to  th^  extent  of 
5,00,000  rupees. 

In  some  cases  in  which  we  have  difi^ed  from  your  estimate,  we  have  done  so  ^SMittisome  Arsr 
trust,  owing  to  our  means  of  information  being  necessarily  less  perfect  than  those  which  you 
possess,  but  we  have  thought  it  better  to  avoid  over-estimating  the  probable  Tecovenes,  so 
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as  to  confine  our  report  to  an  exposition  of  the  state  of  the  bank's  aflfaiis  as  viewed  under 
present  unfavourable  circumstances. 

We  have  to  add  that  in  estimating  the  value  of  shares  in  the  Central  Bank  and  the 
Koyal  Bank,  both  now  under  liquidation^  we  have  differed  materially  from  you,  as  by  the 
system  adopted,  we  have  not  enquired  as  to  the  amounts  that  will  be  returned  to  the  share- 
holders, but  have  simply  valued  the  shares  ai  present  market  prices. 

We  have  to  thank  you  for  the  ready  assistance  afibrded  to  us  by  yourselves,  and  the 
principal  officers  of  the  bank  in  the  course  of  the  enquiry. 


(No.  691,  dated  l9th  September  I8d6.) 

From  J.  Kingy  Esq.,  Acting  Under  Secretary  to  Government,  Bombay,  Financial  Depart- 
ment to  the  Secretary  and  Treasurer,  Bank  of  Bombay. 

Iisr  acknowledgment  of  the  receipt  of  yonr  letter.  No.  1026,  dated  the  13th  instant, 
enclosing  Ja  copy  of  ihe  report  of  the  committee  appointed  to  review  the  estimate  of  the 
bank  losses  as  on  the  dOth  of  June  last,  I  am  directed  to  express  the  entire  confidence  of 
©overnraent  that  the  former  valuation  was  at  the  time  a  perfectly  fair  and  conscientious 
one,  and  their  hope  that  it  may  yet  prove  the  more  accurate  estimate  of  the  probable  out- 
turn of  the  securities  held. 

2.  This  conviction,  however,  does  not  diminish  the  value  of  the  present  estimate,  whicb 
may  be  taken  as  representing  the  value  of  the  assets  at  the  extreme  lowest  point  of 
dq)re8sion. 

3.  The  bank,  therefore,  having  now  before  it  two  carefully  considered  and  most  reliable 
estimates,  the  one  of  probable  out-turn,  the  other  of  the  least  favourable  result  which  can 
be  apprehended,  the  immediate  practical  question  is,  what  step  the  bank  should  take  to 
l»'ing  its  nominal  capital  into  accord  with  its  actual  assets,  and  whether  any,  and  what 
means  beyond  the  Act  lately  passed  can  be  devised  for  improving  the  management  of  the 
future  ? 

4.  His  Excellency  in  Council  considers  that  Aese  are  questions  for  the  shareholders 
to  decide,  and  that  the  sooner  they  are  decided  the  better ;  but  I  am  directed  to  suggest 
to  the  drrectors  whether  the  importance  of  the  points  at  issue  would  not  justify  the  delay 
necessary  to  allow  absent  shareholders  to  vote  by  proxy  under  Section  XXIII.  of  the 
Charter  Act 

5.  In  conclusion,  I  am  desired  to  add  that,  in  His  Excellency's  opinion,  the  Committee 
Bppear  well  to  deserve  the  thanks  of  the  shareholders  for  having  efficiently  performed  a 
most  unpleasant  duty,  and  that  this  may  be  said  without  any  reflection  on  the  directors  who 
concurred  in  the  former  estimate,  and  who  appear  entitled  to  the  undiminished  confidence 
of  the  shareholders  of  the  bank  at  this  great  crisis. 


(Dated  3rd  October  1866») 


Telegram  from  the  Financial  Secretary,  Government  of  India,  to  the  Secretary  to 

Government,  Bombay. 

Please  send  statement  prepared  by  committee  appointed  to  review  estimate  of  Bank  of 
Bombay  losses  on  dOth  June.  The  statement  is  referred  to  in  their  letter  to  directors  of 
bank.     More  by  post 


(No.  2613,  dated  3rd  October  1866.) 


From  £•  fL  XushingtoHy  Esq.,  Secretary  to  Government  of  India,  Financial  Department, 
to  the  Chief  Secretary,  Government  Bombay. 

I  AM  directed  to  acknowledge  the  receipt  of  your  confidential  letter  of  the  10th  ultimo. 
No.  892,  forwarding  a  report  from  the  committee  appointed  to  revise  the  estimate  of  the 
losses  of  the  Bank  of  Bombay,  with  connected  correspondence ;  and  in  reply,  to  convey,  the 
following  observations : 

2.  In  Miaroh  last,  a  few  days  before  trivices  were  roceiiTed  of  the  fall  in  the  cotton  market 
at  home,  the  bank  estimated  their  losses  at  30  lakhs  of  rupees. 

Three  montlis  later  in  tfaehr  half-^yeaily  report  to  their  proprietors  the  bank  nearly  trebled 
the  above-named  estimate. 

.  ^:  yj^^  result  of  the  investigations  of  tire  committee  appointed  to  examrae  the  assets  and 

liabilities  of  the  bank  has  increased  the  estimate  of  loss  by  two-fifths,  and  it  is  now  stated 
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at  1,1 90^000  /.    The  estimate  of  the  committee  is  based  upon  the  actual  market  value  of  the 
securities  held  by  the  bank. 

4.  The  directors  do  not  concur  in  this  estimate,  grounding  their  dissent  in  the  certainty  of 
the  re-«iction  which  must  sooner  or  later  succeed  the  present  depression  of  commercial 
afiairs. 

6.  The  probability  of  a  re-action  may  be  admitted;  but  it  does  not  follow  that  the  efifect 
will  be  to  restore  in  any  degree  the  value  of  the  securities  held  by  the  bank.  On  the  con- 
trary, much  of  this  property  is  likely  to  become  valueless  altogether. 

6.  The  wide  discrepancy  between  these  several  estimates  framed  during  a  period  not 
exceeding  six  months,  renders  it  more  than  ever  necessary  to  insist  upon  the  production  of 
thedetriiled  information  which  the  Government  of  India  called  for  in  the  15th  paragraph  of 
their  despatch  to  Bombay,  dated  13th  of  July  last.  No.  1466,  but  which  notwithstanding 
repeated  remainders  has  not  yet  been  furnished. 

7.  In  the  absence  of  such  information  the  Governor  General  in  Council  cannot  concur 
in  the  •'  entire  confidence  "  expressed  by  the  Government  of  Bombay  "  that  the  former 
valuation  was  at  the  time  a  perfectly  fair  and  conscientious  one,"  nor  can  the  Governor 
General  in  Council  appreciate  the  grounds  upon  which  the  Government  of  Bombay  formed 
their  "  hope  that  it  may  yet  prove  the  more  accuraie  estimate  of  the  probable  out-turn  of 
the  securities  held.'' 

8.  The  Governor  General  in  Council,  however,  does  not  feel  called  on  to  publish  the 
repori  of  ihe  coramiitee.  It  is  for  the  directors  to  afford  their  constituents  such  information 
as  to  the  position  of  the  bank,  as  the  latter  may  be  entitled  to  expect  But  it  is  the  duty 
of  tlie  Government  of  India,  as  the  largest  shareholder  in  the  bank,  and  as  trustee  of  the 
Treasury  balances  in  their  custody,  to  require  that  the  full  and  unreserved  exposition  of 
their  affairs,  so  repeatedly  demanded,  shall  no  longer  be  withheld. 

9.  Meanwhile  the  Governor  General  in  Council  concurs  in  the  suggestion  made  by  the 
Bombay  Government  to  the  Bank  of  Bombay  to  bring  its  nominal  capital  into  accord  with 
its  actual  assets. 


(No.  3053,  dated  Simla,  26th  October  1866.) 

From  J?.  H.  Lushinfftoriy  Esq.,  Secretary  to  the  Government  of  India,  Financial  Depart* 
ment,  to  the  Secretary  to  Government  of  Bombay. 

With  reference  to  the  correspondence  regarding  the  affairs  of  the  Bank  of  Bombay, 
which  has  now  extended  over  15  months,  I  am  desired  to  draw  the  attention  of  the 
Government  of  Bombay  to  the  fact  that  the  present  agreement  between  the  Bank  of 
Bombay  and  the  Government  will  come  to  a  close  in  the  ensuing  March. 

2.  Under  any  circumstances  a  new  arrangement  must  then  be  made  for  the  Currency 
Department,  according  to  the  plan  now  in  force  in  Bengal,  but  before  entering  into  any  con- 
sideration for  the  disposal  of  the  business  of  the  General  Treasury,  it  is  absolutely  necessary 
not  only  that  the  Government  of  India  should  be  in  possession  of  the  statement  of  the 
precise  position  of  the  affairs  of  the  Bank  of  Bombay,  which  has  been  so  repeatedly  called 
for,  but  also  that  the  Governor  General  in  Council  should  have  time  to  consider  the  new 
Bill  for  the  amendment  of  the  Bank  Charter,  which  has  never  yet  been  submitted,  and, 
further,  that  a  copy  of  the  proposed  bye-laws  for  the  general  management  of  the  Bank 
should  be  furnished  to  this  Government,  so  that  the  Government  of  India  may  feel  assured 
that  the  business  of  the  General  Treasury,  and  their  interests  as  large  shareholders  in  the 
bank  will  be  efficiently  conducted  and  maintained. 

3.  I  am  to  request  that  the  information  now  called  for,  may  be  furnished  in  sufficient 
time  to  enable  the  Governor  General  in  Council  to  take  up  this  subject  immediately  on 
return  of  the  Government  to  Calcutta  at  the  close  of  next  month. 


■  (No.  1085,  dated  22nd  November  1866.) 

From  F.  S.  Chapman^  Esq.,  Chief  Secretary  to  the  Government  of  Bombay,  to 
JB.  H.  Lushington,  Esq.,  Secretary  to  the  Government  of  India,  Finandal 
Department. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter.  No.  3068,  dated  the  26th 

•    ^«  .  ^     c. t         4  m-_         October  last,  and  in  reply  to  forward  for  submission  to  the 

^^f^X^r^l^^^^^^  Government  of  India,   copies  of  the  correspondence,  as  per 

2.  Goyernment  Letter  to  the  Secretary  and  Treaaarer  margin,  which  has  passed  between  this  Government  and  the 

Bank  of  Bombay,  dated  31  July  1866.  Directors  of  the  Bank  of  Bombay,  relatiFe  to  the  renewal  of  the 

B4^fK?.t:af?t°«J«'lSlSr'  "'  ^"^^  present  agreement,  which  wiU  expire  on  the  28th  February  1867. 

B^^f^STyld^VAo^"?^  •"'  ''"'^      2.  His  Excellency  the  Governor  in  Council  is  of  opinion 

5.  Letter  from  the  Officiating  Secretary  and  Treasurer  that  provided  a  Statement  that  will  be  called  for  at  the  end 

Bank  of  Bombay,  dated  5  September  1866.  ^f  December  next,    does  not  disclose  a   more  unfavourable 

estimate 
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estimate  of  the  losses  sustained  by  the  Bank  than  that*  recently  arriyed  at  by  the  Special 
Committee^  and  provided  that  the  resolution  for  reducing  the  nominal  capital  in  accord 
with  actual  assets  proposed  at  the  meeting  held  on  the  12th  ultimo,  is  confirmed  by  that  to 
be  assembled  on  16th  January  nexi,  the  agreement  with  the  bank  should  be  renewed  from 
the  Ist  March  next,  on  the  terms  offered  by  the  directors  in  their  letter,  dated  the  5th 
September  last. 

3.  With  reference  to  the  remarks  contained  in  the  2nd  para,  of  your  letter  under 
acknowledgment,  I  am  directed  to  point  out  that  the  new  Bill  for  the  amendment  of  the 
Bank  Charter  was  subraittedt  for  the  assent  of  his  Excellency  the  Viceroy  and  Governor 
General,  as  far  back  as  13ih   October  last;  that  a  copy  of  the  rules  now  in  force  for  the 

general  management  of  the  bank  was  furnished  with  the  Under  Secretary's  letter.  No.  609, 
ated  16th  June  1866;  that  the  Government  of  India  have  already  been  informed  of  the 
actual  present  position  with  respect  to  assets  and  liabilities  as  ascertainable  from  the  report 
of  the  :special  Committee  above  referred  t<>,  and  that  the  figured  statement  referred  to  in 
para.  9  of  my  letter.  No.  987,  dated  22nd  ultimo,  is  now  under  preparation,  and  will  be 
submitted  as  soon  as  it  is  received  from  the  bunk. 

4.  For  the  sake  of  easy  reference  a  printed  summary  of  the  correspondence  that  took 
place  when  the  subject  of  the  renewal  of  the  agreement  was  last  under  discussion  is 
annexed. 


(No.  3846,  dated  27th  July  1866.) 


From  -D.  .Robertson,  Esq.,  Officiating  Secretary  and  Treasurer,  Bank  of  Bombay,  to  the 
Chief  Secretary  to  Government  of  Bombay. 

I  HAVE  the  honour,  at  the  request  of  the  directors,  to  bring  to  your  notice  that  the 
agreement  between  Government  and  the  bank  expires  on  the  28th  February  1867,  and  I 
am  requested  to  inquire  if  it  is  the  intention  of  Government  to  renew  the  same  for  a  further 
number  of  years. 

2.  For  several  reasons  it  is  of  great  importance  to  the  bank  that  the  directors  should 
now  have  early  information  on  this  >ubject.  One  strong  plea  for  an  early  settlement  of  the 
matter  is  the  fact  that  40  lakhs  of  the  Government  balance  are  invested  in  the  ordinary 
business  of  the  bank,  and  the  sudden  calling  up  of  advances  fur  such  a  large  amount,  would, 
without  doubt,  seriously  inconvenience  the  constituents  of  the  bank.  My  directors  there- 
fore trust  that  Government  will  favour  the  bank  with  an  early  reply  to  this  communication. 


(Dated  31st  July  1866.) 


From  F.  S.  Chapman,  Esq.,  Chief  Secretary  to  Government,  Bombay,  to  the  Secretary  to 

the  Bank  of  Bombay. 

I  AM  directed  to  reply  to  your  letter.  No.  3846,  dated  the  27th  instant,  inquiring  whether 
it  is  the  intention  of  tnis  Government  to  renew  for  a  further  number  of  years  the  agree- 
ment that  at  present  exists  with  the  bank. 

2.  His  Excellency  the  Governor  in  Council  desires  me  to  refer  you  to  the  correspon- 
dence terminating  with  my  letter.  No.  708,  dated  the  7th  August  1865,  conveying  the 
remarks  of  Her  Majesty's  Principal  Secretary  of  State,  consequent  on  the  rejection  by  the 
directors  of  the  terms  offered  to  them  ;  and  to  add  that  the  Governor  in  Council  would  be 
glad  if  the  directors  of  the  bank  will  now  state  the  conditions  on  which  they  may  be  willing 
to  conduct  the  business  of  Government  on  the  expiration  of  the  existing  agreement. 

8.  His  Excellency,  the  Governor  in  Council,  will  give  any  such  proposals  his  best  con- 
sideration, and  will  lose  no  time  in  communicating  them  to  Her  Majesty's  Secretary  of 
State  and  the  Government  of  India,  with  whom  it  will  rest  to  decide  finally  on  them. 


(No.  972,  dated  21st  August  1866.) 

From  iJ.  Robertson,  Esq.,  Officiating  Secretary  and  Treasurer,  Bank  of  Bombay,  to  the 

Chief  Secretary  to  Government,  Bombay. 

I  HAVE  the  honour  to  acknowledge  receipt  of  your  letter  without  No.  ,  dated  3l8t 

July  last,  in  which  it  is  stated  that  "  the  Governor  in  Council  would  be  glad  if  the  directors 

of 

-.— --—-^^-«^^—^—^—--^— -——^—.^-—-^^-— ^-^-—-----—^-—--^---^— ----————-----— —-—^--—--•^--—— ^-^■^^■^—-—-^— —-—•—-— —^■~""^~~"~~~"~""''~~~"~"~'^^ 

*  Submitted  to  the  Government  of  India  with  confidential  letter  dated  19th  September  1866,  No.  892. 
t  Legislative  Department,  No.  380,  dated  13th  October  1866. 
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of  "  the  bank  will  now  state  the  conditiong  on  which  they  may  be  willing  to  conduct  Ae 
busine^^  of  Government  on  the  expiration  of  the  existing  agreement.'* 

In  reply,  my  directors  desire  me  to  state  that  as  they  consider  the  renewal  of  the  agree- 
ment with  Government  to  be  of  vital  importance  to  the  bank,  they  are  willing  to  take 
the  proposals  contained  in  the  letter  from  tlie  Governmeni  of  India  as  the  basis  of  the  new 
arrangement. 


Proposals  of  Government 

I.  That  the  agency  of  the  Bank  of  Bom- 
bay for  the  issue  and  chrculation  of  Currency 
Notes  should  cease. 

II.  That  the  annual  sum  of  2,47,600 
rupees  (being  }  per  cent,  on  3,30,00,000 
rupees)  be  paid  to  the  bank  till  1st  March 
1867,  as  compensation  for  loss  of  agency. 

III.  Thai  the  bank  act  as  bankers  to 
Government,  average  annual  balance  of  40 
lakhs  to  be  shown  as  Government  balance, 
and  if  the  Government  balance  fall  at  any 
time  below  20  lakhs,  interest  will  be  paid  on 
the  difference  between  the  amount  of  actual 
balance  and  20  lakhs.  Interest  to  be  at  the 
average  rate  paid  by  the  public  on  fixed  loans 
during  the  month.  The  Government  cash 
balance  not  to  include  copper  money  packed 
for  remittance,  nor  any  separate  accounts 
of  public  officers  apart  from  Government 
account 


IV.  The  bank  to  act  in  the  same  capacity 
at  places  in  the  Presidency  where  branches 
are  established.  Bank  to  be  at  liberty  to 
employ  for  its  own  benefit  the  Government 
balances  deposited  at  branches,  but  they 
must  be  shown  in  bank's  accounts  as  Go- 
vernment balance,  and  bank  to  be  ready  at 
all  times  to  meet  Government  drafts. 

V.  The  bank  not  to  draw  or  purchase  bills 
^f  exchange  or  letters  of  ondit  payable  out 
of  India. 


VI.  That  the  present  payment  of  12,240 
rupees  for  establishment  continue  during  the 
term  of  new  agreement. 


VIL  The  bank  to  undertake  the  manage- 
ment of  the  registered  public  debt  at  Bom- 
bay presently  performea  by  the  Accountant 
General,  including  payment  of  interest,  and 
to  be  responsible  for  any  losses  that  may 
occur  in  such  management.  The  bank  to 
be  paid  4,000  rupees  per  crore  of  the  por- 
tion of  the  debt  payable  in  the  Bombay 
Presidency. 


My  directors  are  willing  to  receive  either 
}  per  cent  on  the  actual  issue  of  notes  be- 
tween this  and  the  1st  of  March  next,  or  to 
receive  }  per  cent,  on  4  crores  of  rupees,  the 
actual  amount  in  issue  being  stt  this  time 
4J  crores. 


My  directors  would  be  very  glad  if  Go- 
vernment would  consent  to  mcdifv  these 
terms.  The  sum  allowed  for  banking  par- 
poses  is  only  20  lakhs  of  rupees,  and  if  the 
small  silver  and  copper  money  amoundng  to 
15  lakhs  of  rupees  arc  to  be  considered  as 
forming  part  of  Government  balance,  there 
remains  m  reality  only  five  lakhs  of  rupees 
for  banking  purposes.  The  Governmeat  of 
India  have  allowed  a  sum  of  45  lakhs  to  the 
Bank  of  Bengal,  and  only  20  to  this  bank, 
and  I  am  to  express  a  hope  that  the  Grovem- 
ment  of  India,  taking  the  above  circum- 
stances into  consideration,  will  be  pleased  to 
allow  a  larger  sum  to  this  bank  for  banking 
purposes. 

The  bank  will  be  happy  to  agree  to  these 
terms,  though  they  do  not  expect  to  derive 
much  benefit  therefrom,  as  all  available  sums 
are  brought  to  tiie  Presidency  or  sent  to 
treasuries  in  the  interior  which  are  unable  to 
meet  all  the  demands  made  upon  them  with- 
out assistance. 


To  this  the  directors  are  ready  to  agree. 
Sinoe  the  agreement  was  firgt  entered  mto, 
the  Local  Government  denied  the  bank  this 
right. 

While  consenting  to  these  terms,  Ae 
directors  beg  to  observe  that  the  sum  allowed 
does  not  cover  the  cost  of  the  establishment 
employed  for  conducting  Government  dulia, 
and  they  would  urge  this  as  another  reason 
for  modifying  the  third  proposal. 

It  has  been  approximately  estimated  that 
the  portion  of  the  public  debt,  the  interest 
on  which  is  payaole  in  Bombay,  is  ^^^' 
more  than  six  crores,  so  that  the  commission 
to  be  paid  to  the  bank  would  amount  to 
24,000  rupees  per  annum,  or  perhaps  a  trifle 
more.  It  has  been  ascertained  from  the 
Accountant  General  that  the  establishment 
employed  on  these  duties  costs  Government 
monthly — 


Minimum 

. 

. 

-    1,013 

Mean 

• 

a. 

.     1,153 

Maximum 

• 

• 

.     1^92 

Taking  the  mean  cost,  there  remains  a  sa 
of  rather  more  than  10,000  rupees  to  cover 
the  expenses  for  contingencies,  postage  (iu<>^ 
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of  the  letters  are  registered)^  registers  made  of  the  largest  and  most  expensive 
paper^  law  expenses,,  ue.y  payment  for  opinions  on  endorsement^,  or  other 
technicalities  which  ar.e  frequently  arising,  and,  above  all,  the  risk.  When 
the  above  cireumstauoes  have  been  considered,  it  is  hoped  the  Government 
of  India  will  be  pleased  to  increase  the  sum  they  have  proposed  to  give  the 
bank. 

My  directors  would  request  that  the  sum  proposed  to  be  allotted  as  remu- 
neration to  this  bank  may  be  compared  with  the  amount  likely  to  he  derived 
by  the  Bank  of  BengaL  It  is  believed  that  tlie  portion  of  the  public  debt, 
the  interest  on  which  is  payable  in  Calcutta,  amounts  to  about  70  crores ;  for 
each  crore  the  bank  is  to  receive  3,500  rupees,  or  Rs.  3,500  x  70  ==» 
Bs.  2,45,000.  In  addition  to  this,  the  bank  is  to  receive  the  fees  for  renewing, 
consolidating,  and  dividing  notes,  which  altogether  must  amount  to  a  con- 
siderable sum.  If  the  portion  of  the  debt,  the  interest  on  which  is  payable 
at  Calcutta,  falls  below  30  crores,  the  remuneration  is  to  be  re-considered  and 
re-adjusted.  Comparing,  then,  the  amount  likely  to  be  received  by  the  Bank 
of  Bengal  with  that  which  this  bank  is  likely  to  receive,  my  Directors  trust 
the  Government  of  India  will  be  pleased  to  raise  the  amount  proposed  to  be 
given  to  this  bank  as  remuneration  for  conducting  the  duties  connected  with 
the  public  debt. 

VIII.  The  agreement  to  take  effect  as  To  this  my  directors  readily  assent,  and, 
soon  as  it  can  be  prepared,  and  to  last  for  in  conclusion,  they  would  respectfully  sub- 
seven  years  from  Ist  March  1867.  mit  that  though,  in  consideration  of  the  great 

importance  to  the  welfare  of  the  bank  of  the 
renewal  of  the  Government  agreement,  they 
are  desirous  of  leaving  the  matter  in  great 
measure  in  the  hands  of  Government,  they 
trust  that  the  objections  they  have  urged  to 
certain  of  the  stipulations  proposed  by  the 
Government  of  India  naay  meet  with  the 
liberal  consideration  of  Government,  and  that 
Government  may  see  its  way  to  so  modifying 
these  stipulations  that  its  accounts  may  be- 
come a  source  of  profit  in  place  of,  as  it  is 
feared,  positive  loss  to  the  bank. 


(No.  843,  dated  29th  August  1866.) 

From  J.  King,  Esq.,  Acting  Under  Secreta^  to  Govemmeat,  to  the  Officiating  Secretaiy 

and  Treasurer,  Sank  of  Bombay. 

With  reference  to  your  letter.  No.  972,  dated  the  21st  instant,  I  am  directed  by  hi® 
Excdlenoy  tiie  Goyenior  m  Council  to  request  Aat  you  will  be  so  good  as  to  state  more 
precisely  the  exact  modifications  which  the  directors  wish  to  make  in  the  III.,  VI., 
and  VII.  proposals  of  the  G^Temment  of  India,  regarding  the  basis  of  a  new  arrange- 
ment between  the  Government  and  the  bank. 


(No.  10S5,  dated  5th  September  1866.) 

From  D.  Robertson^  Esq.,  Officiating  Secretary  and  Treasurer,  Bank  of  Bombay,  to  the 
Acting  Under  Secretary  to  Government. 

I  HATE  the  BoDOfur  to  adfawwledee  receipt  of  vour  letter  of  29th  ultimo,  requesting  the 
director&  to  '^^eitate  mere  precisely  the  exact  modifications  which  they  wish  to  make  in  the 
**  III.,  VI.,  and  VII.  proposals  of  the  Government  of  India,  regarding  the  basis  of  a  new 
arrangement  between  the  (government  and  the  bank^" 

In  reply,  I  am  instructed  to  state  that  the  directors  would  be  glad  if  the  okuseis 
referred  to  were  modified  as  follows ;  viz. : 

Claujsk  IIL  That  the  present  maximum  and  minimum 

balance^  40  and  30  lakhs  of  rupees  respeo* 
tively,  be  continued  in  the  new  agreement; 
and  that  the  daily  balance  be  taken,  and  not 
the  average  annual  balance,  shoiild  it  be 
necessary  to  charge  interest  owing  to  the 
balance,  falling  under  30  kkhs  of  rupees 

Clause  VT. 

"  The  present  annual  paynaent  of  12,240  The  directors  will  be  satisfied  with  this 
rupees  for  establishment,  to  be  continued  amount  if  Clause  III.  is  modified  as  they 
daring  the  terms  of  the  new  agreement"        propose^ 
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Clause  VII. 

**  Public  Debt,"  The  directors  would  propose  that  the 

minimum  annual  payment  to  the  bank 
shoidd  be  32,000  rupees;  and  should  the 
amount  of  debt  exceed  8  crores  of  rupees, 
then  the  remuneration  to  be  at  the  rate  of 
4,000  rupees  per  crore. 

I  would  here  beg  to  correct  an  error  in 
my  letter  of  2 1st  idtimo.  I  there  stated 
that  the  amount  of  public  debt  in  Calcutta 
amounted  to  70  crores  of  rupees ;  whereas, 
from  a  revised  abstract  of  totals  of  the  Loan 
Statements,  since  received,  it  appears  the 
amount  is  only  about  34  crores. 


SUMMARY. 
With  a  letter  dated  the  4th  January  1861,  No.  149,  the  Government  of  India  forwarded 
Memomnduni  by  Mr.  Lushington,  Financial  Secretary   ^  ^P^  f  ^^  V^J^  noted  in  the  margin,  relative  to  the 
to  the  Government  of  India,  dated  20  December  1860,   contemplated  withdrawal  of  the  privilege  of  paper  issue 
communicating  certain  suggestions  to  the  directors  of  the   enjoyed  by  the  Bank  of  Bengal,  and  requested  that  it  might 
Bank  of  BeMal.  ^^   ^    ^   ^^       ,    be  ascertained  from  the  directors  of  the  Bank  of  Bombay 

daS^^r^SSlS  K;':SJ?rSS„tSei?  vWn  -h?*  «f  of  *«-«  ^7  -1^  be  prepared  to  conrider  witi 
respect  to  the  suggestions  contained  in  the  above  memo-  ^  ^^^^^  ^  ^'^^^  adoption  as  the  basis  oi  a  lormal  omcial  pro- 
randam.  position  to  be  made  to  the  bank. 

2.  The  following  were  the  suggestions  contained  in  Mr.  Lushington's  memorandum : — 

*^  (1.)  That  the  bank  cannot  be  admitted  to  have  any  claim  as  of  right  to  compensation, 
but  that  they  are  certainly  in  a  position  deserving  of  much  consideration,  and  one  in  which 
they  may  equitably  look  for  all  reasonable  support  on  the  part  of  Government. 

**  (2.)  That  in  estimating  the  extent  of  consideration  to  be  given  to  the  bank  it  will  be 
taken  for  granted  that,  under  the  Act  of  Incorporation,  no  legal  liability  is  incurred,  either 
by  the  Government  or  any  individual  shareholder,  for  the  debts  of  the  bank  beyond  the 
interest  of  the  Government,  or  of  such  individual  shareholder,  in  the  capital  and  funds  of 
the  bank. 

"  (3.)  That  the  following  measures  will  allow  of  the  profits  of  the  bank  being  maintained 
at  their  present  standard,  and  at  the  same  time  impose  no  greater  restrictions  than  are 
necessary  for  the  protection  of  the  interests  of  Government,  viz. : 

"  Istly. — That  the  Government  should  have  a  more  powerful  voice  in  the  direction  of 
the  bank's  afiairs. 

"  2ndly. — That  the  appointments  of  secretary,  deputy  secretary,  and  accountant, 
should  be  subject  to  the  approval  of  Government. 

^^  3rdly. — That  provision  should  be  made  for  the  periodical  examination  of  the  accounts 
and  proceedinffs  of  the  bank  by  a  Government  Inspector. 

**  4thly. — ^Tnat,  on  these  three  conditions  being  agreed  to,  the  restrictions  at  present 
imposed  on  the  bank,  of  having  at  all  times  a  bsuance  of  cash  equal  to  one-fourth  of  its 
liabilities  on  demand,  be  withdrawn ;  and  that  the  Government  transfer  to  the  bank  the 
whole  of  the  business  now  conducted  by  the  General  Treasury  in  respect  to  the  receipt 
and  payment  of  money,  together  with  an  amount  equal  to  the  cost  of  the  subordinate 
establishment  of  the  Sub-Treasurer's  OflSce,  subject  to  the  condition  that,  on  any  occasion 
when  the  balance  at  the  credit  of  Government  shall  be  in  excess  of  60  lakhs  of  rupees, 
such  excess  balance  shall  be  invested  in  Government  securities,  to  be  deposited  in  the 
hands  of  the  Accountant  General  to  the  Government  of  India,  or  such  other  officer  as  the 
Government  may  name." 

3.  To  the  above  the  directors  of  the  Bengal  Bank,  in  their  memorandum  of  tlie  29tli 
December  1860,  replied  thus : — 

**  (2.)  Subject  to  the  modifications  after  mentioned,  the  leading  principles  embodied  in 
the  suggestions  submitted  by  Mr.  Lushington  meet  with  the  general  approval  of  the 
directors,  and  may,  in  their  opinion,  properly  form  the  basis  of  an  equitable  arrangement, 
imder  which  the  connection  of  the  bank  willi  Government  may  be  continued. 

"  1st. — As  regards  the  transfer  to  the  bank  of  the  whole  of  the  business  now  conducted 
by  the  General  Treasury  in  respect  to  the  receipt  and  payment  of  money,  together  with  a 
yearly  payment  of  42,666  rupees,  equal  to  the  cost  of  the  subordinate  establishment,  tlie 
bank  will  undertake  the  management  of  that  department  on  the  terms  above  specified. 

*^  2nd. — With  reference  to  the  stipulation,  that  on  any  occasion  when  the  balance  at  the 
credit  of  Government  shall  be  in  excess  of  50  lakhs  of  rupees,  such  excess  shall  be  invested 
in  Government  securities,  to  be  deposited  in  the  hands  of  the  Accountant  General ;  that, 
on  the  ground  of  the  bank  having  had  for  some  years  past  the  use  of  a  floating  average 
balance  of  Government  accounts  amounting  to  nearly  20  lakhs,  the  directors  propose  tl^ 
the  minimum  balance  should  be  70  lakhs  of  rupees  instead  of  50  lakhs,  and  that  the  excess 
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over  70  laklis  shoidd^  at  the  discretion  of  the  directors,  he  either  invested  in  Government 
securities,  or  in  the  discount  of  Grovernment  acceptances  and  other  claims  against  Govern- 
ment, or  otherwise  held  solely  on  account  of  Government  in  cash  or  currency  notes,  so  as 
not  to  be  available  for  ordinary  banking  purposes. 

"  3rd. — The  directors  have  no  objection  to  the  periodical  audit  of  the  accounts  of  the 
bank  by  a  Government  inspector. 

*^  4th. — With  regard  to  the  general  proposition  that  Government  should  have  a  more 
powerful  voice  in  lEe  direction  of  the  bank's  affairs,  that  with  the  right  of  audit  conceded, 
and  lookinff  to  the  restrictions  otherwise  imposed  on  the  bank  in  dealing  with  the  Treasury 
balances,  the  directors  trust  that  the  existing  constitution  of  the  bank  may  be  preserved 
in  so  far  as  it  provides  for  the  appointment  of  three  Government  and  six  proprietary 
directors.  Should  the  directors,  however,  be  disappointed  in  their  expectation,  and  should 
Government  continue  to  insist  upon  additional  representation  at  the  Board,  it  is  probable, 
that  the  difficulty  may  be  met  oy  the  appointment  of  four  official  directors,  instead  of 
threcy  thus  making  the  Board  to  consist  of  ten  instead  of  nine  members,  as  at  present. 
The  directors  are  further  of  opinion  that;  with  these  additions  to  Government  representa- 
tion and  to  Government  control  in  the  affairs  of  the  bank  otherwise,  no  direct  approval 
of,  or  veto  on,  the  appointment  of  secretary,  deputy  secretary,  and  accountant  is  necessary, 
and  they  trust  that  this  proviso  will  not  be  insisted  on. 

''  (3.)  In  the  prospect  of  those  fundamental  changes  in  the  constitution  of  the  bank  as 
regards  its  relation  towards  the  Government  being  carried  out,  the  directors  are  glad  to 
observe  that  the  Government  are  otherwise  well  disposed  to  accede  to  a  relaxation  of 
the  restrictions  upon  the  description  of  business  which  the  bank  is  authorised  by  its 
existing  charter  to  undertake,  and  they  will  be  glad  if  arrangements  can  be  made  for 
carrying  into  effect  the  contemplated  changes  simultaneously  with  the  proposals  now 
under  discussion." 

4.  Before  a  reply  from  the  directors  of  the  Bomb^  Bank  to  the  reference  which  was 
accordingly  made  was  received,  the  Government  of  India  with  a  letter.  No.  1494,  dated 
11th  February  1861,  forwarded  to  this  Government  drafts  of  a  notice  to  the  directors  of 
the  Bank  of  Bombay  and  of  a  separate  letter  addressed  to  them  in  the  same  forms  in  which 
the  directors  of  the  Bank  of  Bengal  had  been  addressed,  regarding  the  proposed  modifi- 
cation of  the  bank,  and  the  powers  and  authorities  thereof  and  at  the  request  of  that 
Government  this  notice  and  separate  letter  were  issued  to  the  directors  of  the  bank  under 
date  the  21st  idem,  Nos.  149  and  150. 

5.  The  notice  informed  the  bank,  in  conformity  with  Act  III.  of  1840,  that  from 
and  after  the  expiration  of  12  calendar  months  from  the  receipt  of  the  notice  by  the 
directors,  the  Bank  of  Bombay,  and  the  powers  and  authorities  thereof,  would  be  modified 
as  follows : — 

*^  1st  By  withdrawing  the  power  to  issue  promissory  notes  conferred  on  the  bank  by 
the  said  Act,  which  power  will  thenceforth  be  determined. 

"  2ndly.  By  substituting  for  the  provisions  contained  in  section  1 1  of  the  said  Act  a 
provision  that  the  business  of  the  said  bank  shall  be  managed  by  ten  directors,  of  whom 
four  shall  be  appointed  and  be  removable  by  the  Governor  of  Bombay  in  Council,  and 
the  remaining  six  shall  be  elected  by  a  general  meeting  of  the  proprietors  of  the  bank, 
and  removable  by  the  orders  of  a  majority  of  such  a  general  meeting." 

6.  The  separate  letter  with  which  the  above  notice  was  forwarded  informed  the 
directors  that  the  notice  was  served  because  it  was  necessary  to  fill  in  the  date  in  the  Bill 
to  provide  for  a  Government  paper  currency,  at  which  its  operation  should  in  any  event 
commence,  and  that  it  was  not  the  desire  01  Government  to  break  off  the  arrangements 
which  had  been  partly  negotiated  for  effecting  this  object  more  speedily  under  conditions 
satisfactory  to  the  existing  bank,  but  that,  on  the  contrary.  Government  contemplated 
extending  those  arrangements  by  employing  the  bank,  in  certain  cases,  as  the  agents  of 
Government  for  the  management  of  tne  new  jlaper  cuirrency,  and  that  as  soon  as  the  Bill 
had  passed  through  the  Committee  of  the  Legislative  Council,  the  directors  would  be 
addressed  further  on  the  subject.  The  latter  part  of  the  notice,  it  was  added,  was  only 
intended  to  cover  the  possible  contingency  of  some  change  of  the  sort  being  suggested  in 
the  course  of  the  negotiation. 

7.  With  reference  to  the  memoranda  by  Mr.  Secretary  Lushington  of  the  20th  Decern-  Vide  paragraphs  l 
ber  1860,  and  by  the  directors  of  the  Bank  of  Bengal  of  the  29th  idem,  the  directors  of  to  3  of  Summary. 
the  Bombay  Bank,  in  a  letter,  No.  1684,  dated  5th  April  1861,  stated  that  they  concurred 

generally  in  the  views  of  the  directors  of  the  Bengal  Bank. 

8.  A  copy  of  this  letter  was  forwarded  to*  the  Government  of  India  under  date  the 
13th  April  1861,  No.  293. 

9.  On  the  same  date  (13th  April  1861)  a  letter  dated  1st  idem,  No.  3649,  was  received    pj^f<,  paragraph  4  of 
from  the  Government  of  India,  with  which  they  forwarded,  with  reference  to  their  letter.  Summary. 

No.  1494,  dated  11th  February,  copy  of  a  correspondence  with  the  directors  of  the  Bank 
of  Bengal,  regarding  the  terms  of  agreement  accepted  by  that  bank  in  connection  with 
the  transfer  to  it  of  the  management  of  the  Government  balances  and  paper  currency. 

10.  These  terms  were  originally  set  forth  in  a  memorandum  from  Mr.  Secretary  Lush- 
ington, dated  19th  March  1861,  from  which  the  following  is  extracted : — 

^^  His  Excellency  the  Governor  General  in  Council  has  had  under  his  consideration  the 
133.  I  several 
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aevenl  mocBficatioiw  poropoaed  in  tlie  erothtg  clisrter  of  Ae  bank  and  a^eed  to  by  il» 
directcn»,  and  10  pleased  to  afyarorre  tiioBe  modifications,  widi  the  following  exceptiwM^ 
namely,  that  the  modified'  pbd vjsionB  of  section  9^  riiall  be  subject  to  the  erainaiy  law  of 
stamps  on  transfers,  and  that  the  alteration  in  section  25t  in  regard  to  tlte  buying  and 
selling  of  bills  of  exchange  and  oAer  negotiable  instraments,  shafi  be  stmck  out,  and  the 
provision  of  the  present  charter  retained,  under  which  the  operations  of  the  bank  in  respeet 
to  exchanges  are  confined  to  '^  buyine  and  selling  of  bills  of  exchange  payid>le  in  India,' 
profrided,  m>wever,  that  in  the  case  of  bills  drawn  in  favour  of  the  bulk's  coostituentB  the 
rank  diflJl  be  allowed  to  make  remittances  to  England  to  meet  such  bills. 

**  (2.)  In  respect  to  the  custo^  of  the  Government  cash  balance  it  is  proposed — 

**  1st. — That  the  whole  of  the  business  now  conducted  by  the  general  treasury  in  respect 
to  the  receipt  and  payment  of  money  be  transferred  to  the  Bank  of  Bengal,  which  will 
transact  all  tne  business  that  a  bank  transacts  for  a  customer. 

"  2ndly. — That  a  yearlj  payment  of  43,606  rupees,  equal  to  the  present  cost  of  the  sub- 
ordinate establishment  of  tne  general  treasury,  be  made  to  the  banlc. 

•*  3rdly. — That  the  bank  be  remunerated  for  the  custody  of  the  Government  balances 
by  the  use  of  the  cash  balance,  free  of  interest,  to  the  amount  of  70  lakhs  of  rupees,  and 
on  the  understanding  that  the  balance  shall  not  fall  permanently  below  30  lakhs,  the 
usual  minimiun  balance  at  the  general  treasury,  without  its  being  made  up  to  the  bank  by 
some  allowance  finr  the  transaction  of  the  Gt)vemment  business. 

"  4thly. — That  if,  on  any  occasion,  the  Government  cash  balance  be  in  excess  of  70  lakhs 
of  rupees,  such  excess  AsU,  at  the  discretion  of  the  directors  of  the  bank,  be  eitoer 
invested  in  Government  securities,  or  in  the  discount  of  Government  acceptances  and 
other  claims  against  Grovemment,  or  otherwise  held  solely  on  account  of  Government 
in  cash  or  currency  notes,  so  as  not  to  be  available  for  ordinary  banking  purposes. 

^*  Sthly. — That  the  accoimts  and  proceedings  of  the  bank  be  periodically  examined  by 
a  Government  inspector." 

'^  (3.)  With  regard  to  the  management  of  the  paper  currency,  it  is  proposed — 

^*  1st.  That  the  bank  shall  undertake  the  complete  agency  of  all  business  connected 

with  the  issue  and  pigment  of  notes  to  the  public,  so  that  the  Gt>vemment  may  have  na 

more  to  do  than  to  manufiicture  and  prepare  the  notes  and  exchange  them  periodicallv 

with  the  bank  for  coin  or  bullion,  or  vice  versd ;  or,  in  other  words,  that  the  bank  shall 

transact 


*  Charter  of  the  Bank  of  Bengal^  being  Act  No.  VL 
^flSdO  oftJte  G&9€mmen$o/Jndia. 

IX.  And  it  ifl  hereby  enacted,  that  the  said  share 
or  thaiet  of  the  oapital  stock  of  the  said  hank  shiil 
be  of  the  nature  of  personal  estate  of  the  proprietors 
thereof  respectively,  and  that  the  same  shall  be 
transferable  by  endorsement  to  be  made  on  such  cer- 
tificates thei'eof  respectively,  under  the  hand  of  the 
proprietor  or  pvoprtetors^  or  his,  her,  or  their  attor- 
neys duly  authonsed,  which  endonementafaall  specify 
the  name  of  the  person  or  persons  to  whom  the  said 
transfer  shall  be  made,  provided  that  no  such  en- 
dorsement sliall  be  effeetual  to  transfer  any  such 
share  or  shares  until  such  endorsement  shaft  have 
been  reg^istered  at  the  Bank  of  Bengal,  and  such 
registration  shall  have  been  noted  on  snch  endorse^ 
ment  under  the  hand  of  an  officer  appointed  for  that 
purpose  by  the  directors  of  the  said  bank. 


f  XXV.  And  it  is  hereby  enacted,  that  the  said 
Bank  of  Bengal  shall  not  be  eneaged  in  any  kind  of 
business  excej^t  the  kinds  of  business  hereinafter 
specified,  that  is  to  say : — 

1.  The  disconnting  of  negotiable  securities. 

2.  The  keeping  of  cash  accounts. 

3.  Buying  and  selling  of  bills  of  exchange  pay<- 

able  in  India. 

4.  The  lending  of  money  on  short  loans. 

5.  The  buying  and  selling  of  bullion. 

6.  The  receiving  of  deposits. 

i.  Tho  isbuiiig  and  circulating  of  cash  notes  and 
bank  post  bills* 

8.  The  selluig  of  property  or  securities  deposited 
in  the  bank  as  security  for  loans  and  not 
redeemed,  or  of  property  or  securities  re- 
covered by  the  hank  in  satisfoction  of  debts 
andelaims. 


Propo9ed  Alterations* 
IX.  And  it  is  hereby  enacted,  that  the  said  share 
or  shares,  interest  or  holding,  in  the  capital  or  ooi- 
solidated  stock  of  the  said  bank  shall  be  of  the  nstois 
of  personal  estate  of  the  proprietors  thereof  respect- 
ively, and  that  the  same  shall  (first)  in  the  esse  of 
shares  be  transferable  by  endorsement,  to  be  made 
on  such  certificates  thereof  respectively  under  the 
band  of  the  proprietor  or  pn^neton^  or  his,  or  ber, 
or  their  attorneys  duly  authorised,  which  endons- 
ment  shall  specify  the  name  of  the  person  or  persons 
to  whom  the  said  transfer  shall  be  made ;  (secondly) 
in  the  ease  of  consolidated  stock  in  like  manner  by 
deed  of  transfer  in  the  form  hereto  annexed  under 
Schedule  A.,  provided  always,  as  it  is  hereby  ex- 
pressly provided  and  enacted,  that  no  such  endorse- 
ment or  deed  of  transfer  shall  be  efi«ctual  to  eonv^ 
any  such  share  or  shares,  or  consolidated  stock,  untu 
such  endorsement  or  deed  of  transfer  shall  have  been 
registered  at  the  Bank  of  Bengal,  and  such  registra- 
tion shall  liave  duly  noted  on  such  endoreement  m 
certified  by  a  writmg  or  certificate  under  the  haai 
of  an  officer  appointed  for  that  purpose  by  thi 
directors. 

Proposed  Alterations. 
XXV.  And  if  is  hereby  enacted,  that  the  businea 
of  the  Bank  of  Bengal  shuU  consist  of  bankine  in  afl 
its  branches,  particularly  in  advancing  or  lending 
money  on  Government  securities,  in  discountingi 
buying,  and  selling  bills  of  exchange  and  other  ncg^ 
tiable  instruments  payable  in  India,  the  Unites 
Kinfjdom  of  Great  Biitain  or  Ireland,  or  ebewhei^ 
making  investments  on  Government  securities,  grant- 
ing bank  post  bills  and  letters  of  credit  drawn  pay- 
able to  order  or  otherwise  than  to  bearer  00  demand, 
buying  and  selling  bullion,  gold  or  silver,  receiving 
of  deposits,  granting  cash  accounts  or  credits,  making 
advances  on  and  selling  any  goods,  wares,  merehan- 
dise,  or  other  property,  and  securities  deposits, 
assigned,  recovered,  or  held  by  the  bank  as  s^^'Jv 
for  loans  or  other  advances,  debts  and  clwms  *,  to  ao 
as  agents  in  the  transaction  of  business  for  commis- 
sion or  profit,  but  for  and  in  no  other  adventuij 
trade  or  calling,  than  in  that  of  {yanking  in.  ail  m 
branches 
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tamsact  all  bnainoBB  far  1^  GoTemment^  which  Ihe  banking  department  of  tiie  Bank 
of  England  does  for  the  issue  department. 

2ndl7. — That  in  the  Preaidenoy  town  a  settlement  with  the  mint  shall  take  place  daily^ 
if  required  by  the  banks,  the  bank  providing  a  separate  room  or  strong  box,  if  required 
by  the  mint,  where  notes,  coin,  or  bullion,  the  property  of  the  issue  department  of  the 
mint,  shall  be  kept  under  its  contract  apart  from  the  property  of  the  bank. 

3rdly. — As  regards  the  establishment  of  branch  banks,  the  Government  will  in  eadi 
Presidency  prefer  dealing  with  the  Presidency  Bank,  where  the  ground  is  unoccupied. 
But  where  other  banks  have  been  established  before  the  Presidency  Bank  thinks  nt  to 
establish  a  branch,  the  Government  considers  that  they  will  have  a  preferahle  claim  on 
equal  terms,  and  finding  proper  security. 

4thly. — Wherever  the  Bank  of  Bengal  may  hereafter  think  fit  to  open  a  branch  at  any 
such  unoccupied  place,  this  arrangement  shall  extend,  subject  to  the  following  modifica- 
tions. 

5thly. — If  it  be  clear  that  the  interest  on  the  average  cash  balance  at  such  place  is  not 
enough  to  make  a  fair  contribution  towards  the  expense  of  the  branch  bank,  the  Govern- 
ment wiU  give  such  fixed  annual  payment  as  may  be  agreed  upon  in  each  case,  not 
exceeding  the  saving  of  cost  to  the  Government  at  such  place  by  the  bank  taking  its 
business. 

6thly. — The  branch  bank  will  undertake  to  cash  district  notes  issued  through  it  until 
coin  can  be  received  in  exchange  for  such  notes  from  the  Presidency  Mint  in  reply  to  a 
telegraphic  message.  It  is  understood,  however,  that  in  case  of  emergency,  or  as  a  matter 
of  convenience  and  mutual  arrangement,  the  local  treasury  will  assist  the  branch  bank,  as 
far  as  possible,  in  meeting  a  demand  for  coin  in  exchange  for  notes  until  there  is  time  to 
obtain  a  supply  from  head  quarters. 

7thly. — As  a  matter  of  convenience,  a  separate  chest  or  room  will,  if  required  by  the 
Government,  be  provided  at  the  branch  bank  for  the  issue  department,  under  the  control 
of  the  Government  officer  appointed  to  take  charge  of  the  issue,  who  will  be  generally 
the  nearest  collector,  or  chief  revenue  authority. 

8thly. — The  control  of  this  officer  will  not  extend  to  any  ordinary  banking^  qperations^ 
but  as  the  bank  will  have  the  custody  of  the  Government  ca^  baluices,  the  Government 
wUl  have  a  right  to  require  periodical  returns.  Sul^ect  to  this,  however,  and  as  a  general 
rule,  the  Gx^vemment  will  abstain  from  all  interference  with  the  course  of  banking 
business  and  look  to  the  credit  of  the  bank,  the  liability  of  the  shareholders,  and  the 
special  security  given,  as  its  guarantee  for  the  bank  carrying  out  its  engagements.  But 
this  resolution  does  not  apply  to  any  portion  of  the  issue  department,  which,  for  con- 
venience, the  Government  may  keep  at  the  bank,  or  any  of  its  brandies.  This  department 
will  be  under  the  direct  control  of  Government,  who  may  interfere  at  wiy  time,  and 
establish  a  frequent  joint  audit  by  a  Government  officer  and  bank  director  or  officer,  in 
order  to  verify  the  stock  of  notes,  coin,  and  buUion. 

9thly. — The  remuneration  to  the  bank  for  conducting  the  note  business  «hall  consist  of 
a  commission  of  three  quarters  per  cent,  per  annum,  on  the  aveitige  amount  of  circulation 
of  Government  notes  through  the  bank  and  its  branches. 

lOthly. — The  terms  of  this  agreement  between  the  Government  and  the  bank  will  be 
subject  to  a  revision,  at  the  option  of  either  party,  after  a  period  of  not  less  than  three, 
or  exceeding  five  years,  as  the  bank  may  preier. 

11.  To  the  above,  Mr.  Dickson,  the  secretary  and  treasurer  to  the  Bank  of  Bengal^  in 
a  letter,  dated  21st  March  1861,  replied  as  follows; — 

"  The  directors,  at  their  meeting  of  date,  have  had  under  consideration  the  modifications 
in  sections  9  and  25  of  the  new  charter,  suggested  by  his  Excellency  the  Governor 
General  in  Council,  and  I  am  instructed  to  inform  you  — 

"  1st. — That  the  Board  agree  to  the  proposed  alteration  in  the  latter  section,  and  to 
any  addition  to  clause  9  which  may  be  necessary  to  make  it  more  clear  that  the  transfers 
of  the  bank  shares  are  liable  to  the  ordinary  duties  imposed  by  the  Stamp  Act. 

**  2nd. — With  regard  to  the  custody  of  the  Government  cash  balances,  I  am  to  observje, 
that  the  whole  terms  proposed  are  agreeable  to  the  Board,  with  this  exception,  that  in 
clause  3rd,  instead  of  the  words  *  on  the  understanding  that  the  balance  shall  not  fall 
permanently  below  30  lakhs,  the  usual  minimum  balance  at  the  general  treasury,  &c.,' 
the  directors  propose  to  insert  the  following  amended  provision,  viz.,  *  on  the  understand- 
ing that  the  balance  shall  not  fall  below  an  average  monthlv  balance  of  50  lakhs,  without 
its  being  made  up  to  the  bank  by  an  allowance  to  be  hereaflier  determined.' 

"  3rd. — In  respect  to  the  management  of  the  paper  currency,  I  am  directed  to  state 
that  the  directors  agree  to  the  scale  of  remuneration  to  be  allowed,  and  to  the  conditions 
otherwise  laid  down  by  his  Excellency  the  Governor  General ;  but  (with  special  reference 
to  clause  6)  qn  the  understanding  that  the  bank  is  not  to  give  any  absolute  undertaking 
implying  an  obligation  to  provide  silver  for  cashing  the  new  currency  notes,  beyond  doing 
at  all  times  the  utmost  in  their  power  to  protect  the  Government  circulation.  In  ordinary 
times  no  difficulty  is  likely  to  arise,  and  the  directors  think  that  by  mutual  arrangements 
between  the  Government  and  the  bank  any  extraordinary  emergency  would,  without 
much  difficulty,  be  surmounted. 

"  4tL — As  regards  the  establishment  of  branch  banks,  I  am  to  state  that  the  direotOTs 

feel  strongly  that  the  provisions  Nos.  3  and  4,  if  carried  out,  would  prove  highly  injurious 

to  the  interests  of  the  Bank  a£  Bengal.     They  would  represent  to  his  Excellency,  the 

)33.  I  2  Governor 
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Goyemor  General  in  Council,  that  ike  clauses  referred  to  ehould  be  so  modified  that  the 
branches  of  the  Bank  of  Bengal,  wherever  the  directors  may  now  undertake  to  establish 
them,  shall  in  every  case  be  preferred  by  Government,  and  dealt  with  accordingly,  and 
that  such  other  branches  as  may  hereafter,  with  the  sanction  of  Government,  be  esteblished 
by  the  bank,  within  a  given  period  to  be  fixed  and  approved  by  his  Excellency  the 
Governor  General  in  Council,  shall  in  like  manner  be  preferred  by  Government  to  those 
of  any  other  establishment." 

12.  The  correspondence  ended  with  the  following  reply  from  Mr.  Secretary  Lushing- 
ton,  dated  1st  April  1861,  No.  3647  :— 

*^  There  are  three  proposals  in  the  letter  under  acknowledgement,  respecting  which  I 
iim  desired  to  communicate  the  following  observations : — 

"  1st. — As  regards  the  minimum  balance,  the  Governor  General  in  Council  is  wiUins 
to  accede  to  your  request  that  it  may  be  limited  to  50,  instead  of  30  lakhs,  provided  aU 
other  points  are  settled  satisfactorily. 

"  2ndly. — With  respect  to  the  proposal,  that  the  bank  should  not  be  required  to  give 
any  absolute  undertaking,  implying  an  obligation  to  provide  silver  for  cashing  the  new 
currency  notes,  beyond  doing  at  all  times  the  utmost  in  its  power  to  protect  the  Govern- 
ment circulation,  his  Excellency  in  Council  observes  that  the  clause  regarding  the  obliga- 
tion of  the  bank  to  cash  notes,  until  coin  can  be  received  in  exchange  for  such  notes 
from  the  mint,  is  not  intended  to  include  any  case  which  might  appear  to  the  Government 
to  partake  of  the  character  of  an  extraordinary  and  imforeseen  emergency.  This  is,  in 
fact,  understood  from  the  nature  of  the  case  ;  but,  under  all  ordinary  circumstances,  the 
bank  is  expected  to  fulfil  its  obligation  to  provide  for  the  notes,  as  this  is  one  of  the 
great  inducements  with  the  Government  to  make  the  arrangement  with  the  bank,  and  to 

{)ay  a  commission  of  three  quartei-s  per  cent,  per  annum,  on  the  average  amount  of  circur 
ation  of  Government  notes  through  the  bank  and  its  branches.  At  the  Presidency 
banks,  where  the  largest  issue  will  take  place,  the  mint  will  be  available  at  once,  and  the 
banks  will  not  have  to  keep  any  special  reserve.  In  other  cases  the  general  cash  balance 
at  the  local  treasury,  being  in  the  custody  of  the  bank,  will  be  available  to  aid  in  cashing 
notes  until  specie  can  be  obtained  from  the  mint  in  reply  to  a  telegram ;  and  the 
Government  are  prepared  to  give  the  assurance  that  they  will  assist  the  branch  bank  in 
every  reasonable  way,  but  wiih  this  assurance,  and  that  given  in  the  preceding  paragraph 
respecting  emergencies,  the  bank  must  undertake  the  obligation  of  providing  for  tne 
notes. 

"  3rdly.— With  reference  to  the  proposal  that  branches  of  the  Bank  of  Bengal  should 
be  preferred  by  the  Government  to  the  branches  of  any  other  banks,  his  Excellency  in 
Council  considers  that  it  would  be  unfair  to  the  other  banks  to  ^ve  the  Bank  of  Bengal 
a  monopoly  of  all  branches  where  branch  banks  now  exist.  His  Excellency  in  Council 
would  not  object,  however,  to  the  Bank  of  Bengal  having  the  preference  on  equal  terms 
whenever  it  likes  to  establish  branches  at  unoccupied  places.  At  places  already  occupied* 
such  as  Agra,  Cawnpore,  Lahore,  Kurrachee,  Delhi,  and  Lucknow,  the  Bank  of  Bengal 
may,  if  it  chooses,  establish  branches,  and  to  these  lie  Government  would,  at  the  end  of 
three  or  five  years,  give  an  opportunity  of  competing  for  the  business,  if  the  terms  offered 
should  be  more  advantageous  to  Government  than  those  offered  by  the  other  banks." 

13.  In  forwarding  the  above  correspondence  to  this  Government,  Mr.  Secretary 
Xiushington,  in  his  letter.  No.  3649,  dated  1st  April  1861,  wrote  as  follows : — 

**(2.)  The  present  charter  of  the  Bank  of  Bombay,  it  will  be  seen,  has  to  be  modified* 
"  (3.)  The  only  modifications  to  be  made  in  the  terms  of  agreement,  with  a  view  to 
adapting  them  to  the  circumstances  of  the  Bank  of  Bombay,  are  such  as  relate,  1st,  to 
the  present  cost  of  the  subordinate  establishment  of  the  general  treasury,  mentioned  in 
article  2  of  tlie  first  part  of  the  memorandum  regarding  the  custody  of  the  Government 
balances ;  2ndly,  to  the  maximum  cash  balance  specified  in  article  3  of  the  same  memo- 
randum ;  and,  3rdly,  the  minimum  stated  in  my  letter  to  the  directors  of  the  Bank  of 
Bengal,  No.  3647,  of  this  date. 

"  (4.)  With  respect  to  the  subordinate  establishment  of  the  general  treasmy  at  Bombay, 
the  Governor  General  in  Council  observes,  from  the  budget  estimates  of  that  Presidency, 
•  Including  the  ttat  the  present  total  charge  on  account  of  the  general  treasury  is  42,970  rupees  •  per 

General  Pay  Office,  annum  ;  but  as  this  sum  includes  24,000  rupees  on  account  of  the  sub-treasurer's  salary, 
and  1,620  rupees  on  account  of  contingencies,  as  well  as  the  cash-keeper's  salary,  and  other 
sums  which  ought  to  be  excluded  from  the  account  {as  has  been  done  in  Calcutta)  in  cal- 
culating the  allowance  to  be  transferred  to  the  bank  for  the  management  of  the  receipts 
and  disbursements  of  Government,  the  amount  to  be  substituted  for  the  figures  in  article  2 
of  the  terms  of  agreement  can  best  be  fixed  by  the  Government  of  Bombay,  f 

*^  (5.)  In  regard  to  the  maximum  and  minimum  balances,  I  am  desired  to  observe,  with 
reference  to  my  letter.  No.  149,  dated  the  4th  January  last,  and  its  enclosures,  that  tiie 

average 

t  As  this  subject  does  not  a}>peai*  to  be  relevant  to  the  purpose  of  the  present  summary,  the  subsequent 
correspondence  relating  to  it  will  not  be  noticed.  It  may  be  sufficient  to  stAte  that  it  resulted  in  the  Gorern- 
ment  of  India  directing  that  the  sum  of  12,240  rupees  per  annum  (Le.  4,320  rupees  per  annum  less  than  the 
cost  of  the  establishments  of  the  General  Treasury  and  Genei-al  Paymaster)  should,  as  originally  propel 
by  the  Deputy  Auditor  and  Accountant  General,  be  allowed  to  the  Bank  of  Bombay. 
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average  daily  circulation  of  the  Bank  of  Bengal  for  the  years  1856  and  1857  was  150:^  lakhs.    Vide  paragraph  1  of 
If  on  this^  as  the  basis  of  calculation^  the  maximum  and  minimum  balances  for  the  Bank  Summary, 
of  Bengal  have  been  fixed  at  70  and  50  lakhs  respectively,  then  the  maximum  and  mini- 
mum balances  in  the  case  of  the  Bank  of  Bombay  will  be  30}  and  21}  lakhs  respectively^ 
65 1  lakhs  being  its  average  daily  circulation,  as  ascertained  from  the  monthly  statements 
of  the  assets  and  liabilities  of  that  bank  for  the  two  years  above  mentioned* 

"  (6.)  This  principle  is  obviously  the  right  one  on  which  to  base  the  arrangement,  as 
the  average  actual  circulation  measures  me  loss  to  the  banks,  from  the  withdrawal  of 
the  privilege  which  it  is  proposed  partly  to  meet  by  giving  them  cash  balances  without 
interest. 

^'  (7.)  With  these  modifications,  the  Governor  General  in  Council  requests  that  the 
Government  of  Bombay  will  take  the  earliest  opportunity  to  negotiate  with  the  Bank  of 
Bombay,  in  order  that  terms  of  agreement,  similar  to  those  approved  by  the  Bank  of 
Bengal,  may  be  obtained  from  the  Bank  of  Bombay,  the  necessary  alterations  in  its 
present  charter  being  at  the  same  time  submitted  for  the  sanction  of  this  Government." 

14.  In  reply  to  the  communication  from  this  Government,  mentioned  in  paragraph  8  of  Letter  fi-om  the 
this  sununary,  the  Government  of  India  referred  to  the  instructions  contained  in  the  fore-  Goyemment  of 
going  letter,  in  accordance  with  which  they  desired  that  negotiations  might  proceed  witii  J^^d'^A^^nftfti 
the  Bank  of  Bombay.  ^ 

15.  The  directors  of  the  Bank  of  Bombay,  in  a  letter  to  this  Government,  No.  2294, 
dated  14th  May  1861,  expressed  their  **  concurrence  generally  with  the  memorandum  of 
the  terms  of  agreement  connected  with  the  transfer  to  the  Bank  of  Bengal  of  the  manage- 
ment of  the  Government  balances  and  paper  currencv,  dated  19th  March  1861,  as  sub- 
sequently  modified  by  Mr.  Lushington's  letter  of  Ist  April." 

16.  With  reference,  however,  to  the  amount  proposed  as  the  maximum  and  minim^ini 
cash  balances  to  be  held  by  the  bank,  of  30}  and  21 }  lakhs  respectively,  the  directors 
stated  that  they  considered  them  inadequate.  The  3rd,  4th,  and  5th  paragraphs  of  their 
letter  ran  as  follows : — 

"  (3.)  While  the  Bank  of  Bengal  has  been  in  existence  since  1823,  and  its  circulation 
may  be  supposed  to  have  approacned  its  maximum,  the  Bank  of  Bombay  dates  only  from 
1840,  and  its  circulation  within  the  last  few  years  hasjrapidly  increased,  the  average  for 
the  three  years  1858,  1859,  and  1860,  being  81  lakhs. 

"  (4.^  The  directors,  therefore,  cannot  admit  the  justice  of  fixing  an  arbitrary  rate  for 
all  banxs,  but  submit  that  the  maximum  and  minimum  rates  for  the  Bank  of  Bombay 
should  be  regulated  with  reference  to  its  rapidly  proeressing  circulation,  and  to  the  greatly 
increasing  trade  of  the  port,  already  on  a  par  with  mat  of  Calcutta. 

'^  (5.)  Taking  into  consideration  all  the  circumstances  of  the  case,  the  directors  think 
that  the  maximum  and  minimum  balances  should  not  be  less  than  60  and  40  lakhs  respec- 
tively." 

17.  In  regard  to -the  allowance  proposed  to  be  granted  for  the  management  of  the 
Government  receipts  and  disbursements,  the  directors  stated  that,  although  mey  considered 
it  rather  inadequate,  they  were  unwilling  to  raise  objections  on  such  a  minor  point 

18.  With  reference  to  the  establishment  of  branch  banks,  the  directors  stated  that  they 
much  regretted  that  Government  had  not  seen  fit  to  acquiesce  in  the  views  of  the  directors 
of  the  Bank  of  Bengal,  as  set  forth  in  the  fourth  paragraph  of  their  secretary's  letter  of 
the  21st  March,  in  which  they  (the  directors  of  the  Bombay  Bank)  stated  they  cordially 
concurred. 

19.  The  deputy  auditor  and  accountant  general  stated  that  he  quite  concurred  in  the  Letter  fix)m  the 
remarks  contamea  in  paragraphs  3  to  5  of  the  directors'  letter,  but  suggested  that  the  Depaty  Auditor  and 
maximum  and  minimum  balances  should  be  fixed  at  50  and  30  lakhs  respectively,  instead  AccountantGreneral, 
of  60  and  40,  as  proposed  by  them.  mT^^\m^ 

20.  Mr.  Birch  also  suggested  that  it  might  save  time  were  the  bank  required  to  submit 
to  Government  copy  of  its  present  charter  modified  in  reference  to  the  proposed  altera- 
tion in  the  constitution  of  the  bank,  that  the  opinion  of  the  law  ofiicers  of  Government 
might  be  taken. 

21.  Copies  of  the  letters  fjx)m  the  directors  of  the  Bank  of  Bombay  Letter  to  the  Government  of  India,  No.  479, 
and  of  the  deputy  auditor  and  accountant  general  were  forwarded  to  .  ff*®^  ^J-  ^^P^  I86I. 

the  Government  of  India  with  the  expression  of  the  views  of  this  ^No'^o  aSn'j^^^ 

Government,  and  the  directors  were  written  to  as  suggested  by  Mr.  *      * 

Birch. 

22.  The  Government  of  India  in  their  reply.  No.  8214,  dated  3rd  July  1861,  stated— 

"  The  Governor  General  in  Council  observes  that  the  directors  of  the  bank  concur 
generally  in  the  terms  of  agreement  accepted  by  the  Bank  of  Bengal.  They  object,  how- 
ever, to  the  principle  on  which  the  proposed  maximum  and  minimum  balances  for  the  bank 
of  Bombay  have  been  ascertained,  and  propose  60  and  40  lakhs^  which  the  deputy  auditor 
and  accountant  general  would  reduce  to  50  and  30  lakhs.  In  this  the  Government  of 
Bombay  concur.     The  Governor  General  in  Council  has  no  objection  to  the  minimum 
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Mr.  Birch's  letter, 
m.  754,  dated 
2  August  18C1. 
Letter  to  Govern- 
ment of  India, 
No.  660,  dated 
1)  August  1861. 


balance  being  fixed  at  30  lakhs ;  but  he  thinks  a  maximtiin  balance  of  50  hkhB  too  high, 
and  accordingly  desires  that  it  be  reduced  to  40  lakhs." 

23.  In  a  minute,  dated  14th  July  1861,  his  Excellency  the  GoveEnpr,  Sir  George 
Clerk,  proposed,  with  reference  to  the  reduction  in  the  maximum  balance  which  the 
Government  of  India  had  directed,  that  they  should  be  informed  that  this  Government 
regretted  to  find  that,  after  having  been  authorised  to  negotiate  the  terms  of  ^reement 
with  the  JBank  of  Bombay,  their  recommendations  had  not  been  approved  of,  and  that  this 
Government,  after  mature  consideration  of  all  the  circumstances  of  the  case,  were  of 
opinion  that  the  maximum  which  should  be  fixed  was  that  recommended  by  them. 

24.  But,  at  the  suggestion  of  the  Honourable  Mi\  W.  E.  Frere,  the  question  of  maxi- 
mum and  minimum  was  referred,  in  the  first  instance,  to  the  deputy  auditor  and  account- 
ant general  for  opinion.  Mr.  Birch  stated  that,  as  the  Government  of  India  had  been 
pleased  to  revise  so  much  of  their  first  decision  as  affected  the  minimum  balance,  and  per- 
mitted its  extension  to  the  amount  suggested  by  this  Government,  viz.,  30  lakhs,  he  con- 
sidered it  would  be  expedient  to  adopt  their  views  with  respect  to  the  maximum  balance, 
the  maximum  fixed  by  the  Supreme  Government  was  accordingly  adopted,  and  the 
Government  of  India  were  informed  that  this  Government  would  not  ur^e  any  fiirthor  ob- 
jections to  the  adoption  of  the  sum  fixed  by  them,  viz.,  40  rupees  lakhs,  as  the  Tnaximnm 
balance  to  be  left  m  the  bank. 

25.  *0n  the  25th  July  1861  (No.  3444)  the  secretary  and  treasurer.  Bank  of  Bombay, 
forwarded  to  Government  a  copy  of  the  bank's  charter  modified  in  reference  to  the  pro- 
posed alteration  in  its  constitution,  and  -observed — 

"  With  reference  to  Section  V.  of  the  Bank  of  Bengal,  and  the  proposed  alteration, 
therein  providing  that  the  existing  capital  of  the  bank,  together  with  the  amount  .to  be 
hereafter  subscnbed  and  paid  up,  shall,  at  the  option  of  the  holder,  be  divided  into  shares 
of  1,000  rupees  each,  or  converted  or  consolidated  into  stock,  which  may  be  bought,  soM, 
transferred,  divided,  or  held,  to  any  amount  from  250  rupees  and  upwards,  I  am  to  inti- 
mate my  director's  desire  that  the  present  charter  of  the  Bank  of  Bombay  may  not  undergo 
any  alteration  with  respect  to  this  proviso." 

Letter  to  Mr.  26.  The  above  letter,  with  its  accompaniment,  together  with  the  previous  correspond- 

Bickersteth,  No.  ence  relative  to  the  transfer  of  the* business  of  the  general  treasury  and  general  pay  office 
™'j  dated  9  August  ^  ^j^^  Bank  of  Bombay,  was  forwarded  to  the  solicitor  to  Government,  \rao  was  requested 

to  obtain  and  favour  (government  with  the  opinion  of  the  Advocate  General  on  the  bank's 

modified  charter. 

27.  With  reference  to  a  telegram  sent  io  Bengal,  intimating  that  ihe  modified  Bomha; 
Bank  Charter  had  been  sent  to  the  Government  law  officer,  the  Government  of  India, 

"I  think  that  it  will  be  neceesary  that  the  Bank  of  "^'^^  ^.  ^^^^^  ^O.  10,362,  dated  23rd  August  1861,  for- 
Bengal  should  have  the  authority  of  the  Legislature  for  warded  to  this  Cxovemment  a  prmted  copy  of  the  Mem^ 
entering  into  such  an  agreement  as  the  present,  especially  randum  of  Agreement  as  settled  oy  the  Bank  of  Bengal,  with 
as  regards  that  part  of  it  which  relates  to  the  currency  a  view  to  a  timely  settlement  of  similar  terms  with  the 
business  and  to  the  ji^agement  by  the  bank  to  cash  the  g^jj^  ^f   Bombay,  and  requested  liat    this  Grovermneit 

^ould  cause  the  Charter  Act  which  should  coBtain  authority 
of  the  nature  described  in  the  opinion,  quoted  in  the  margin,  of  the  standing  counsel  of  the 
Government  of  India,  to  be  considered  by  the  law  officers  of  l!he  Government  of  Bombay 
with  reference  to  the  Paper  Currency  Act  and  tbe  agreement  to  be  concluded  wilh  Ae 
Bank. 

28.  A  copy  of  this  Memorandum  of  Agreement*  is  appended  to  this  summary*  S»A 
of  the  clauses  thereof  as  have  apjpeared  to  be  essential  for  the  purpose  of  this  summary 
are  ^ven  below : 

*^  4th. — That  so  long  as  the  average  cash  balance  for  any  month  in  tihe  hands  of 
the  sidd  bank  on  the  said  Government  banking  account  shall  not  exceed  70  lakhs  of 
rupees,  the  said  bank  shall  be  at  liberty  to  use  and  employ  such  balance,  subject  to  the 
provisions  of  their  present  Charter  Act,  or  any  future  Act  relating  to  the  said  Bank,  and 
to  appropriate  the  profits  arising  from  such  employment,  without  being  charged  with  aiur 
interest  in  account ;  and  that  when  and  so  often  as  the  monthly  average  of  such  (wi 
balance  shall  exceed  70  lakhs  of  rupees,  the  directors  of  the  said  bank^  for  the  tine 
being,  shall  forthwith  either  set  aside  such  excess  or  surplus  in  cash,  to  be  kept  in  reserve 
in  a  separate  cash  room  or  place  of  deposit  on  account  of  the  said  Government  of  India, 
lor  shall,  at  the  option  of  the  directors  of  the  bank,  invest  such  excess  or  surplus  on  account 
of  the  Government  of  India,  either  in  the  purchase  of  Government  securities  or  railw^ 
debentures  guaranteed  by  Government,  in  the  name  of  the  Accountant  General,  or  of 
such  other  officers  as  the  Government  of  India  shall,  from  time  to  time  direct,  or  in  A© 
discount  of  Government  acceptances  or  other  claims  against  the  Government,  and  so  Aat 
such  surplus  shall  be  withdrawn  from  employment  as  part  of  the  general  funds  of  the 
bank,  and  so  on  from  time  to  time,  as  often  as  an  uninvested  surplus  cash  balance  above 
rupees  70  lakhs  shall,  on  the  taking  of  the  monthly  average,  appear  to  be  in  the  hands  rf 

the 

*  Subsequently  published  in  the  Notification  of  the  Governnient  of  India,  No.  1,  dated  3  Januar/ 186* 
(Calcutta  Gazette  for  1862,  page  46). 
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tine  bmh.  And  the^  said  buik  shall  at  all  tunos  be  anawerabla  and  accountable  to  ^e 
CrovemmeDt  o£  India  for  the  surplus  cash  balance  for  the  time  being  so  set  apart  or 
invested^  but  i^all  be  entitled*  to  draw  and  c^ply  the  interest  or  dividends  arising  from 
snoh  investment  from  time  to  time,  to  their  own  use.  But  when  and  so  often  as  the 
cash'  balance  in.  the  hands  of  the  said  bank  shall,  on  the  taking  of  the  monthly  average, 
appear  to  have  been  less  than  rupees  50  lakhs,  then,  in  addition  to  the  profit  which  me 
said  bank  may  acquire  by  tiie  employment  of  such  balance,  free  from  interest  as 
aforesaid,  an  additional  allowance  or  remuneration  by  way  of  compensation  shall  be 
made  to  the  bank  by  the  payment  by  Government  of  interest  on  the  difference  between 
the  amount  of  the  actual  balance  of  Government  and  the  sum  of  50  laks,  the  interest 
being  calculated  at  the  average  rate  of  interest  paid  by  the  public  on  fixed  loans  during 
tiie  month. 

"  5th. — That  the  books  of  account  and  minutes  of  proceedings  of  the  bank  relating  as 
well  to  the  said  Government  banking  account  and  business  as  to  the  general  accounts  and 
business  of  the  bank  shall,  from  to  time,  and  not  less  than  once,  and  not  exceeding  four 
times,  in  any  one  year,  be  submitted  to  the  examination  and  audit  of  an  officer  or  officers 
to  be,  from  time  to  time,  appointed  or  authorised  by  the  Governor  General  in  Council  for 
that  purpose,  and  the  report  of  such  officer  or  officers  as  to  the  state  of  the  banking 
account  between  the  Government  of  India  and  the  bank,  or  as  to  the  cash  balances 
invested  or  uninvested  for  the  time  being  in  the  hands  of  the  bank,  or  as  to  any  pro- 
ceeding relating  to  the  said  banking  account  or  business,  shall  first  be  laid  before 
the  directors  of  the  bank,  to  enable  them  to  furnish  any  explanation  or  further  infor- 
mation touching  anj  of  the  matters  referred  to  in  the  report,  and  such  report,  together 
with  the  explanation,  shall  then  be  submitted  to  the  Governor  General  in  Council, 
whose  order,  decision,  or  finding,  on  such  report  shall  be  binding  and  conclusive  on  the 
bank. 

"  17  th. — That  as  and  by  waj^  of  renmneraftion  to  the  bank  for  their  ocmducting  as 
aforesaid  the  said  agency  for  the  issne  of  the  Government  paper  currency,  and  for  cashing 
and  converting  such  notes  after  issue,  the  bank  diall  be  entitled  to  ohari^e  the  said  Secre* 
tary  of  State  in  Council  with  a  commission,  calculated  at  the  rate  of  three-fourths  per 
cent,  per  annum,  on  the  daily  average  amount  of  Government  cmrency  notes  ontstandmg 
and  in  circulation  through  the  said  agency  of  the  bank  at  Calcutta,  and  which  commission 
may  be  debited  to  the  said  Secretary  01  State  in  Council  in  the  said  banking  account 
between  the  Government  of  India  and  the  bank,  the  amount  of  such  cost  to  be  established 
(if  required)  to  the  satisfaction  of  the  officer  for  the  time  being  in  charge  of  the  said  Issue 
Department. 

"  19th. — That  if  at  any  time  during  the  continuance  of  this  agreement  the  said  bank 

shall  establish  a  branch  office  at  any  town  or  place  other      „    .  ■!  .1.      *  t.,.  1. 

than  Calcutta,  and  the  Governor  General  of  India  in  Council  oL^t^^^X  f^pScJ  pX'^eSg^^S 

shall  offer  to  the  directors  of  the  said  bank  for  the  time  the  Presidency  banks  when  the  ground  is  unoccupied  • 

being,  and  the  said  directors  shall,  on  behalf  of  the  bank,   hut  when  other  btoks  have  been  established  before  the 

accept  the  business  of  bankers  to  the  Government  of  India  Presidency  bank  thinks  fit  to  establish  a  branch,  the 

for  the  district  or  locaHty  within  which  such  branch  shall  be  ^fn^'^^t^L?^?  l^^t^^  ""'"  ^''"'''  ^  .preferable 

.  r  1.  1    J  xi.     u     •  r  '       •  J     •       1  X'        xv      claim  on  equal  terms,  and  finding  proper  security, 

established,  or  the  busmesa  of  issuing  and  circulating  the  t^  .  ^    ,  &  *-   r  ^j 

Government  paper  curreney  within  such  district  or  locaUty,  u^f  *  il'L^^K    i^^*.  the  interest  on  the  averse  cash 
.V  J  •       *^  1  j.i-1-'  Jxi:      balanoe  at  such  place  is  not  enou^rh  to  make  a  feir  con- 

then  and  m  every  such  case  the  business  so  arranged  to  be  tribution  toward  the  expenses  of  the  branch  bonk  the 
taken  up  and  performed  by  the  said  bank  shall  be  carried  Government  will  give  such  fixed  annual  payment  as  may 
on  under  and  subject  to  the  provisions  of  this  agreement,  ^  agreed  upon  in  each  case^  not  exceeding  thesaFing  of 
and  on  the  basis  of  the  clauses  cited  in  the  margin,  being  ?^^«t^to  Uw  Gh>venMnent  at  such  place  by  th^ 
the  3rd  and  5th  paragraphs  of  the  Government  memorandum  ^  *   "smess, 
of  the  20th  of  March  1861,  relating  to  the  establishment  of  such  branch  bank,  except 
in  so  far  as  the  provision  of  this  agreement,  or  of  the  said  clauses,  may  be  modified  or 
altered  by  any  special  agreement  which  the  said  Secretary  of  State  in  Council,  through 
the  Governor  General  of  India  in  Council,  may  from  time  to  time  enter   into  with 
the  said  bank  in  reference  to  the  business  so  to  be  carried  on  at  the  particular  branch 
bank." 

29.  The  Memorandum  of  Agreement  was  forwarded  to  the  solicitor  to  Government^  Letter  to  Mr.  Bick- 
with  a  request  that  the  terms  of  agreement  with  the  Bombay  Bank  might  be  settled  in  a  ersteth,  No.  746, 
similar  manner.  dated  7  September 

1861. 

30.  A  copy  of  the  opinion  of  the  standing  counsel  was  also  sent  to  Mr.  Bickersteth,  to 
be  considered  by  the  Advocatte  General,  with  reference  to  the  Paper  Currency  Act  and 
ihe  agreement  to  be  concluded  with  the  Bank  of  Bombay. 

31.  With  his  letter.  No.  514,  dated  12th  September  1861,  Mr.  Bickersteth  submitted  *No.  43,  dated 
the  opinion*  of  Mr.  Westropp,  Acting  Advocate  General,  which  is  transcribed  below : —  11  September  1861. 
**  All  of  the  documents  referred  to  in  the  list  dated  9th  August  1861,  annexed  to  Mr.  n^^pa^-ajf^pij  20 
Shaw  Stewart's  letter.  No.  667  of  1861,  dated  9th  August,  and  printed  copies  of  Act  VI.  of  Sumnwy. 

of  1839,  relating  to  the  Bank  of  Bengal,  and  Act  III.  of  1840,  relating  to  the  Bank  of 
Bombay,  with  some  of  the  proposed  iterations  in  manuscript  of  those  Acts,  have  been 
read  by  me. 

"  (2.)  The  directors  of  the  Bank  of  Bombay,  in  suggesting  alterations  of  Act  III.  of 
1840,  seem  to  have  followed,  in  almost  even^  respect,  tike  suggestions  of  the  directors  of 
the  Bank  of  Bengal  with  respect  to  Act  Vt  of  1B39,  except  as  to  the  proviso  proposed 
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by  the  latter  in  modification  of  Section  Y.  of  Act  YI.  of  1839,  ^'  that  iiie  existing  capital 
of  the  bank,  together  with  the  amount  to  be  subscribed  and  paid  up,  shall  at  the  option  ci 
the  holder,  be  divided  into  shares  of  1,000  rupees  each,  or  converted  and  consolidated  into 
stock  which  may  be  bought,  sold,  transferred,  divided,  or  held  to  any  amount  from  250 
rupees  and  upwards."  One  of  the  officers  of  the  Bank  of  Bombav  has  informed  me  that  thfr 
directors  of  that  bank  were  of  opinion  that  such  a  proviso  would  be  productive  of  consider- 
able inconvenience,  and  declined  to  adopt  it.  This  is  a  matter  which  may,  I  think,  fairly 
be  left  by  Government  to  the  discretion  of  the  directors. 

'^  (3.)  So  far  as  I  can  form  an  opinion  from  the  sugsestions  in  manuscript  contained  in 
the  printed  copy  of  Act  III.  of  1840,  as  to  the  proposed  iterations  in  that  Act,  those  altera- 
tions do  not  seem  open  to  any  substantial  objection ;  but  I  think  that  the  Government  of 
Bombay  ought  to  require  the  directors  to  cause  their  solicitor  to  prepare  a  complete  draft 
of  the  intended  Act.  The  alterations  are  still  in  too  crude  a  form  to  warrant  the  Govern- 
ment law  officers  in  recommending  the  printed  copy  of  Act  III.  of  1840,  with  its  MS. 
additions,  being  sent  in  its  present  state  to  the  Government  of  India.  The  proper  and 
regular  course  in  such  cases  is  that  the  bank  should  cause  its  solicitor  (who,  if  necessary, 
can  consult  counsel)  to  prepare  a  complete  draft  of  the  proposed  enactments 

**  (4.)  There  is  no  preamble  as  yet  drafted^for  the  proposed  Act,  nor  any  clause  repealing 
Act  III.  of  1840,  nor  are  there  any  sections  incorporating  the  provisions  of  Ajcts  A^XL  of 
1854  and  XXYII.  of  1855  into  the  proposed  Act.  In  other  respects  there  are  merely 
suggestions  as  to,  but  not  drafts  of,  the  intended  alterations.  Unquestionably  the  duty 
and  responsibility  of  preparing  a  draft,  complete  both  as  to  preamble  and  m  all  other 
respects,  devolve  on  the  bank  and  not  upon  Government ;  and  I  do  not  think  Government 
ought  to  accept  any  transfer  of  that  responsibility.  The  draft,  when  prepared,  should  be 
submitted  to  the  law  officers  of  Government  for  revision. 

*'  (5.)  I  observe  tiiat  the  directors  propose  to  omit  several  provisoes  which  are  to  be 
found  in  Act  III.  of  1840,  and  to  deal  with  the  matters  to  which  those  provisoes  relate 
by  bye-laws.  I  do  not  know  how  far  this  proposition  meets  the  approbation  of  Govern- 
ment. 

"  (6.)  Nor  am  I  aware  whether  Government  has  acceded  to  the  proposal  of  the  directors 
as  to  the  amount  of  the  maximum  and  minimum  cash  balances  to  be  held  by  the  bank,  and 
stated  in  Mr.  Blair's  letter  of  the  14th  May  1861. 

"  (7.)  The  opinion  of  the  standing  counsel  of  the  Government  of  India  referred  to  by 
Mr.  Shaw  Stewart  in  his  letter,  No.  745,  of  1861,  dated  7th  September,  addressed  to  the 
Government  solicitor,  was,  I  presume,  taken  since  the  passing  of  Act  XIX.  of  1861, 
the  fourth  section  of  which  empowers  Government  to  make  arrangements  with  the 
Banks  of  Bengal,  Madras,  and  Bombay  as  to  the  issue  and  payment  of  the  new  paper 
.  currency.  I  infer,  therefore,  that  in  the  opinion  of  the  standing  counsel  to  Government  a 
similar  power  ought  to  be  conferred  by  the  Legislature  on  the  three  banks  just  mentioned. 
In  such  case  the  new  draft  ought  to  contain  an  enactment  to  that  effect,  so  far  as  regards 
the  Bank  of  Bombay." 

Letter,  No.  794,  32.  A  copy  of  the  above  opinion  was  communicated  to  the  directors  of  the  Bank  of 

dated  25  September    Bombay,  wiui  a  request  that  they  would  cause  their  solicitor  to  prepare  a  complete  draft 
^®^^-  Act. 

Vide  paragraph  3  of      33.  The  directors' attention  was  called  to  clause  4,  paragraph  2,  of  the  memorandum  by 

Summary.  the  directors  of  the  Bengal  Bank,  dated  29th  December  1860,  and  they  were  informed  that 

in  the  modified  charter  of  the  Bank  of  Bombay  the  directors  had  not  provided  for  the 

additional  number  of  Government  directors  which  the  Government  of  India  had  proposed 

to  appoint. 

34.  In  reply  to  the  above,  the  directors  forwarded,  with  a  letter  (No.  4878),  dated  8th 
November  1861,  "  the  draft  of  the  proposed  new  charter  with  bye-laws,  as  prepared  by 
the  bank's  solicitors,  and  approved  by  the  directors,''  and  stated  tiiat  the  draft  oi  the  pro- 

Eosed  Act  would  be  prepared  and  submitted  as  floon  as  possible  after  the  directors  nad 
een  furnished  by  Government  with  a  memorandum  of  the  proposed  terms  of  the  agreement. 

35.  In  circulating  the  above  letter  to  the  Honourable  Board,  the  Acting  Chief  Secre- 
tary, Mr.  A,  D.  Kobertson,  in  a  memorandum,  dated  16th  November  1861,  wrote  a« 
follows : — 

"  Copy  of  the  agreement  entered  into  with  the  Bank  of  Ben^,  altered  so  as  to  meet 
the  terms  to  be  entered  into  with  the  Bombay  Bank,  is  put  up.  It  is  proposed  to  send  thif 
to  the  Bank  in  reply  to  the  present  letter,  and  to  request  them  to  draw  up  a  draft  of  the 
Act  for  submission  to  the  Government  law  officers. 

"  (2  )  In  the  draft  of  the  charter  now  submitted,  the  bank  have,  in  December  1846, 
provided  for  the  directors  being  authorised  to  draw  up  bye-laws.  This  proviso  was  not 
entered  in  the  old  charter.  The  bye-laws  which  the  directors  now  submit  for  approval 
will  be  found  in  Schedule  B.  Such  of  them  as  were  included  in  the  old  charter  have  been 
noted,  and  those  which  were  not  included  in  it  are  also  noted.  They  seem  all  unobjection- 
able, and  might  be  approved  of  by  Government." 

36.  The  directors  were  furnished,  under  date  the  25th  November  1861  (No.  1023)  wiA 
a  copy  of  the  agreement  entered  into  with  the  Bengal  Bank,  altered  so  as  to  meet  the 

terms 
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terms  to  be  entered  into  with  the  Bombay  Bank,  and  requested  to  draw  up  a  Draft  Act,  and 
forward  it  to  Government  for  submission  to  their  law  officers, 

37.  The  drafts  of  the  agreement  and  of  the  Act  were  in  course  of  time  received  from 
the  directors  of  the  Bombay  Bank,  and,  after  the  necessary  reference  to  the  Government 
law  officers,  the  agreement  was  executed  and  published  in  a  notification  from  this  Govern- 
ment dated 28th February  1862, printed  in  the  '^Bombay  Government  Gazette  Extraordi- 
nary,**  of  the  same  date. 

38.  This  notification  was  re-published  in  the  "Calcutta  Gazette"  of  the  15th  March  Calcutta  Gazette  for 
1862,  together  with  a  resolution  by  the  Government  of  India,  approving  of  and  confirming  18^  pages  1081  to 
all  the  provisions  thereof. 

39.  The  Draft  Act  differed  from  Act  HI.  of  1840  in  the  following  particulars: — 

(1.)  It  suggested  embodiment  of  the  provisions  of  Acts  XXI.  of  1854  *  and  XXVII. 
of  1855.t 

(2.)  A  preamble  cancelling  former  Acts  similar  to  that  of  the  new  Bengal  Act,  was 
proposed. 

(3.)  Recognition  of  the  limited  liability  of  the  bank,  should  counsel  entertain  doubts  as 
to  such  being  its  status,  was  urged. 

(4.)  Section  1  of  Act  III.  of  1840,  as  to  original  incorporation,  expunged. 

(5.)  Section  2  of  Act  III.  of  1840,  it  was  suggested,  should  be  superseded  by  section  5 
of  the  Bengal  Act,  framed  so  as  to  give  full  power  to  the  directors  to  increase  the  capital 
to  2,10,00,000  rupees. 

(6.)  Part  of  section  5,  prescribing  notification  of  the  amount  of  capital  paid  up,  and  the 
date  from  which  the  bank  was  to  commence  business  originally,  was  strucK  out. 

(7.)  Section  6,  regarding  payment  of  subscriptions  to  the  sub-treasurer,  who  was  to 
grant  receipts  and  pay  the  amount  to  the  directors,  was  expunged. 

(8.)  Section  7  was  modified,  to  the  extent  that  demand  should  precede  delivery  of 
share  certificates. 

(9.)  Section  8  limiting,  except  on  occasion  of  increase  of  capital,  or  in  the  event  of  suc- 
cession, bequest,  or  marriage,  the  share  of  any  proprietor  in  the  capital  to  1,60,000  rupees, 
was  struck  out. 

(10.)  Alteration  of  section  9,  to  the  slight  extent  that  registration  of  transfers  by  en- 
dorsement on  certificates  may  in  this  case,  as  also  in  the  case  of  deeds  of  transfer,  instead 
of  being  merely  noted  on  the  endorsement  be  certified  by  writing  or  certificate. 

(11.)  Section  12,  as  to  who  were  to  be  the  first  directors,  was  struck  out,  and  a  section 
substituted  continuing  in  office  the  former  directors. 

(12.)  To  section  13  was  added  provision  that  the  rotation  of  servitude  of  directors 
should  continue  as  previously. 

(13.)  Section  14,  as  to  the  mode  of  filling  up  vacancies  in  the  direction^  was  modified  in 
regard  to  directors  disqualified  under  section  15  only. 

(14.)  Section  15,  as  to  the  qualification  for  a  director,  was  altered  to  the  extent  that 
being  a  director  of  any  other  bank  in  Bombay,  instead  of,  as  heretofore,  being  a  director 
of  any  other  bank  in  Bombay  issuing  notes  payable  on  demand,  disqualifies. 

(15.)  Section  16,  as  to  voting  at  general  meetings  of  proprietors,  was  altered  to  the  ex- 
tent that  transfers  should  not  only  have  been  completed^  but  also  registered  six  months  be- 
fore the  time  of  tendering  votes. 

(16.)  Section  21,  as  to  number  of  directors  requisite  to  form  a  board,  and  as  to  weekly 
rotation,  struck  out,  and  provided  for  in  bye-laws.     (Rule  1,  Schedule  B.) 

(17.)  Section  23,  as  to  signature  by  three  directors  of  all  accounts,  deeds,  &c.,  omitted 
with  reference  to  Act  XXI.  of  1854. 

(18.)  In  section  23,  providing  for  the  appointment  and  removal  of  ''officers,"  the  words 
''  clerks  or  servants  "  were  substituted,  and  the  restriction  in  such  section  to  an  annual 
expense  by  the  directors  not  exceeding  60,000  per  annum  for  establishments  without 
authority  of  the  proprietors,  was  removed. 

(19.)  Section  24,  fixing  the  amount  of  security  of  secretary,  treasurer,  head  accountant, 
or  head  shroff,  at  50,000  rupees  each,  was  modified  in  respect  to  the  two  last  officials,  the 
amoimt  of  whose  security  became  determinable  by  the  directors. 

(20.)  Section 

*  Empowering  the  secretarv,  &c.  to  draw  and  endorse  bills,  &c.,  and  to  sign  documents  for  the  bank ; 
and  authorising  the  lending  oi  money  on  shares  of  guaranteed  railway  companies. 

t  Empowering  the  banks  to  transact  certain  business  in  respect  of  Government  securities  and  shares  in 
the  said  banks. 

»33.  K 
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(20.)  Section  25  of  the  old  Act,  and  the  corresponding  sections  in  the  two  amended 
drafts  are  placed  in  juxtaposition.  There  is  nothing  on  record  to  show  that  Grovemment 
were  aware  of  the  last  amendment,  which  was  a  radical  change  in  the  business  Drogramme 
of  the  bank.  The  directors  appear  to  have  submitted  the  alteration  in  the  drait  which 
accompanied  their  letter  of  6th  March  1862,  which,  after  reference  to  the  Advocate 
General,  who  did  not  remark  on  the  section,  was  transmitted  to  the  Government  of  India 
on  the  19th  idem. 


And  it  ig  hereby  enacted,  that  the  said 
Bank  of  Bombaj  shall  not  be  engaged  in 
any  kind  of  business,  except  the  kinds  of 
business  hereafter  specified,  that  is  to 
say:— 

1st.  The  discounting  of  negotiable 
securities. 

2nd.  The  keeping  of  cash  accounts,  in- 
cluding the  realisation  of  divideads  and 
interest  on  Government  securities  to  the 
credit  of  constituents  of  the  Bank. 

3rd.  Buyinfi;  and  selling  of  bills  of  ex- 
change payable  in  India. 

4th.  The  lending  of  money  on  short 
loans. 

6th.  The  buying  and  selling  of  bullion. 

6th.  The  receivmg  of  deposits, 

7th.  The  issuing  and  circulating  of  cash 
notes  and  bank  post  bills. 

8th.  The  selling  of  property  or  securities 
deposited  in  the  bank  as  security  for 
loans  and  not  redeemed,  or  of  property 
or  securities  recovered  by  the  bank  in 
satisfaction  of  debts  and  claims. 


And  it  is  hereby  enacted,  that  the  busi- 
ness of  the  Bank  of  Bombay  shall  consist 
of  banking  in  all  its  branches,  particularly 
in  advancing  or  lending  monejr  on  Go- 
vernment securities,  in  discounting,  buy- 
ing, and  selling  bills  of  exchange  and 
other  negotiable  instruments  payable  in 
India,  tfie  United  Kingdom  of  Great 
Britain  and  Ireland,  or  elsewhere ;  making 
investment<;  in  Government  security ; 
granting  bank  post  bills  and  letters  of 
credit  drawn  payable  to  order  or  other- 
wise than  to  bearer  on  demand  ;  buying 
and  selling  bullion,  gold  or  silver;  re- 
ceiyisg  of  deposits;  grantine  cash  ac- 
counts or  creaits;  making  advances  on 
aud  selling  any  goods,  wares,  merchan- 
dise, or  other  property  and  securities  de- 
posited, assigned,  recovered,  or  held  by 
the  bank  as  security  for  loans  or  other 
advances,  debts,  and  claims;  to  act  as 
agents  in  the  transaction  of  business  for 
commission  or  pro6t,  but  for  and  in  no 
other  adventure^  trade,  or  calling  than  in 
that  of  banking  in  all  its  branches. 


The  said  Bank  of  Bombay,  as  re- 
incorporated and  re-constituted  under 
this  Act,  may  and  is  hereby  authorised 
and  empowered  to  carrv  on  and  trans- 
act the  business  of  bauKing  in  all  or 
any  of  its  branches,  save  so  far  as 
herein  otherwise  provided,  and  in  par- 
ticular the  kinds  of  business  herein* 
after  specified,  but  shall  not  engage  to 
carry  on  or  transact  any  adventure, 
trade,  or  business  other  than  that  of 
banking  in  all  or  some  of  its  branches; 
and  the  particular  kinds  of  business 
which  the  said  bank  is,  as  aforesaid, 
hereby  expressly  authorised  and  em- 
powered to  carry  on  and  transact  shall 
be  as  follows : — 

1st.  The  advancing  and  lending 
money  on  Government  securities,  or 
the  security  of  shares  in  any  of  the 
incorporated  Indian  Railway  or  other 
public  Companies  in  India. 

2nd.  The  discounting,  buying,  and 
selling  of  bills  of  exchange,  andother 
negotiable  securities  payable  in  India, 
and  also  for  and  on  account  of  consti- 
tuents, only  those  payable  in  Great 
Britain  or  Ireland, 
drd.  The  making  of  investments  of  the  moneys  of  the  said  bank  in  Government  securities,  and  from  time  to 
time  altering^  converting,  and  transposing  such  investments  for  others  of  a  like  nature. 

4th.  The  making,  issuing,  and  circulating  of  bank  post  bills  and  letters  of  credit  made  payable  to  order  or 
otherwise  than  to  the  bearer  on  demand. 

6th.  The  buying  and  selling  of  gold  or  silver  bullion. 

6th.  The  receiving  of  deposits,  keeping  cash  accounts,  and  granting  cash  credits. 

7th.  The  granting  loans  and  making  advances  upon  any  goods,  wares,  merchandise,  or  other  property  or 
securities  of  the  description  above  mentioned  which,  or  the  documents  of  title  to  which,  shall  be  deposited  with 
or  assigned  in  the  said  bank  as  security  for  such  loans  and  advances,  and  the  selling  and  realisation  of  the 
proceeds  of  sale  of  any  such  goods,  wares,  merchandise,  or  other  property  or  securities  which,  or  the  documenti 
of  title  to  which,  have  oeen  so  deposited  or  assigned,  or  which  shall  be  held  by  the  said  bank,  and  over  which 
the  said  bank  shall  be  entitled  to  any  lien  or  charge  in  respect  of  any  such  loan  or  advance,  or  any  debt  or  claim 
of  the  said  bank,  and  which  said  goods,  wares,  merchandises,  property,  security,  or  documents  of  title  so  as 
aforesaid  deposited  with,  assigned  to,  or  held  by  the  said  bank,  snail  not  in  due  time^  and  in  accordance  with  the 
terms  and  conditions  (if  any)  of  such  deposit  or  assignment,  have  been  redeemed. 

8th.  The  acting  as  agents  either  for  commission  or  profit,  or  not  in  the  transaction  of  business  on  account  of 
others,  such  business  being  of  a  nature  usually  transacted  by  banks,  and  particularly  in  the  transaction  of  the 
following  kinds  of  business : — The  taking  charge  of  any  Government  or  other  securities  or  shares  in  any  railway, 
bimk,  or  joint-stock  company ;  the  receiving  of  the  interest  or  dividends  on  any  such  securities  or  shares ;  the 
investment  of  any  money  deposited  in  the  said  Bank  of  Bombay  in  any  of  the  said  securities  or  shares ;  to  sell 
or  transfer  any  such  securities  or  shares  deposited  with  the  said  bank,  or  to  receive  any  principal  money  that 
may  be  payable  thereon  ;  to  invest  the  principal  and  interest  and  dividends  so  received,  or  the  proceeds  of  such 
sale  as  last  aforesaid  in  an^^  such  securities  or  shares,  or,  according  to  the  instruction  of  tlieir  constituents,  to 
hold  or  pay  such  principal,  interest,  dividends,  or  proceeds,  or,  at  the  risk  of  such  constituents,  remit  the  same  hy 
public  or  private  bills,  either  payable  in  India  or  in  Great  Britain  or  Ireland,  and  to  do  all  acts  necessary  or 
proper  for  the  purpose  of  effecting  such  remittances. 

(21.)  Section  26,  which  provided  that  no  moneys  should  be  advanced  imless  the  cash 
balance  equalled  a  fourth  oi  the  liabilities  payable  on  demand,  was  omitted. 

r22.)  Omission  of  the  prohibition  in  section  27  against  lending  money  either  by  loan 
or  discount  for  longer  than  three  months ;  extCAsion  of  the  prohibition  regarding  adrances 
on  any  bank  shares  to  advances  on  any  shares ;  and  omission  of  the  prohibition  against 
advancing  on  any  negotiable  security  without  two  names  unconnected  in  business  to  any 
one  person  or  firm  more  than  three  lakhs  of  rupees,  except  upon  the  security  of  Company's 
paper  or  unperishable  goods. 

(23.)  Section  28,  regarding  endorsement  in  favour  of  bank  of  public  securities  lodged 
for  loans  and  deposit  of  goods  to  exceed  amoimt  of  loan  by  one-fourtfi  estimated  value, 
was  omitted  as  to  be  dealt  with  in  bye-laws. 

(24.)  So  also  the  provisions  of  section  29,  by  which  the  bank  was  not  to  lend  to  Grovem- 
ment more  than  7^  lakhs,  unless  upon  available  securities. 

(25.)  So  also  those  of  section  30,  by  which  deposit  accounts  were  not  to  be  over- 
drawn. 

(26.)  Section  31,  allowing  the  bank  to  issue  promissory  notes  on  demand,  or  at  a  date 
not  exceeding  30  days  after  sight,  the  amount  m  circulation  being  limited  to  two  crore'fl 
worth,  and  10  rupees  being  the  minimum  value  of  notes,  was  omitted. 

(27.)  Section  32,  that  the  bank  might  not  negotiate  any  document  payable  elsewhere 
than  within  the  limits  of  India,  was  struck  out. 

(28.)  So 
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(28.)  So  also  section  33,  that  the  bank  might  receive  in  deposit  unperishable  goods. 

(29.)  Section  34  was  modified  so  as  to  permit  the  directors  from  time  to  time  to  alter 
the  period  for  balancing  the  books. 

(30.)  Similar  alteration  in  section  35  as  to  periods  for  taking  an  account  of  the  profits, 
ana  cancelment  of  that  portion  providing  for  defraying  preliminary  expenses  out  of  future 
prcjfits,  and  extending  the  directors'  power  to  set  aside  so  much  of  the  profits  as  Aey 
miffht  consider  expedient  as  a  reserve  fund,  instead  of,  as  previously,  limiting  such  reserve 
to  five  per  cent,  on  the  capital  stock  of  the  bank. 

(31.)  Leaving  directors  to  fix  the  dates  on  which  they  shall  submit  to  proprietors  a 
statement  of  the  bank's  affairs,  instead  o£  30th  June,  as  fixed  in  section  36. 

(32.)  Alteration  of  the  term  "  general  meeting,"  in  section  37,  to  "  special  general 
meeting." 

(33.)  Section  38,  as  to  power  of  establishing  branches,  extended  to  forming  business 
relations,  and  the  regulation  of  the  business  management,  and  delegation  or  power  to 
agents  vested  in  directors,  instead  of,  as  formerly,  in  the  proprietors. 

(34.)  Section  40,  as  to  period  of  constitution,  notice  requisite  to  dissolve  or  modify  the 
constitution  of  the  bank,  and  forfeiture  of  charter  in  the  event  of  the  suspension  of  cash 
payments,  struck  out,  and  a  clause  inserted  enacting  that  the  charter  may  be  altered  at  any 
special  general  meeting  or  general  meeting  of  the  proprietors  duly  convened,  and  that  any 
such  bye-laws,  regulations,  or  directions,  when  approved  by  the  Governor  in  Council, 
shall  bind  both  directors  and  proprietors  until  duly  rescinded,  but  reciting  the  right  of 
Erectors  to  fnune  regulations  or  instructions  not  inconsistent  with  this  charter. 

40.  The  Advocate  General  remarked — 

(1.)  That  the  power  to  increase  the  capital  given  to  the  directors  in  section  6  of  the 
new  draft,  instead  of  being  vested,  as  formerly,  in  the  Governor  in  Council,  should  be 
modified  so  as  to  allow  the  shareholders  a  voice  in  the  matter,  that  the  mode  in  which  the 
increase  was  to  be  made  should  be  specified,  and  that  if  it  were  by  the  creation  of  new 
shares,  the  old  shareholders  should  have  a  preferential  right. 

(2.)  That  the  declaration  in  the  latter  part  of  section  10,  as  to  the  bank  only  being 
bound  to  recognise  the  estate  or  interest  in  the  shares  of  the  first  of  several  persons  in 
whose  names  the  shares  might  be  registered  was  objectionable  in  principle  ;  and  further, 
that  as  the  clause  stood,  it  might  be  a  question  whether  on  the  death  01  the  first-named 
person  his  interest  in  the  shares  would  survive  to  the  remaining  persons  named  in  the 
register. 

(3.)  In  section  11,  it  being  doubtful  whether  transfers  could  be  made  by  endorsement, 
without  deed,  the  Advocate  General  altered  the  wording,  so  as  to  make  it  clear  that 
transfers  could  be  effected  eitker  by  deed  or  endorsement,  or  both. 

(4.)  Modification  of  the  latter  part  of  section  19,  which,  as  drafted,  would  enable  tike 
bank  to  nullify  the  proviso  in  the  preceding  section  against  the  re-election  of  retiring 
directors,  suggested. 

(5.)  Section  35,  temporary. 

(6.)  The  43rd  section  ought  to  form  part  of,  or  follow  33rd  section,  prescribing  the 
business  of  tiie  bank. 

(7.)  Section  44,  contemplating  the  winding-up  of  the  bank.  Is  new  and  inauspicious. 

(8.)  The  effect  of  section  45  is  to  give  the  bank  the  power  of  repealing  the  Act  section 
by  section,  subject  to  the  veto  of  the  Governor  in  Council. 

(9.)  In  the  5th  section  of  the  Act  there  is  an  express  declaration  of  limited  liability, 
but  there  is  nothing  to  show  whedier  it  was  intended  to  exempt  the  bank  from  compliance 
wiA  the  provisions  of  Acts  XIX.  of  1857  and  VII.  of  1860. 

41.  Subsequently,  Government  addressed  the  directors  to  instruct  their  solicitors,  in 
conjunction  with  tne  Government  law  officers,  to  prej)are  a  clause  for  insertion  in  the 
draft  investing  the  secretary  or  treasurer  of  the  bank  with  the  power  vested  in  the  sub- 
treasurer  by  sections  26  and  27  of  the  Income  Tax  Act. 

42.  On  the  10th  March  1862,  the  Advocate  General  returned  the  draft  Bill  submitted 
by  the  directors  on  6th  idem,  observing  that  most,  but  not  all,  of  his  previous  suggestions 
had  been  adopted  by  the  directors.     He  therefore  recapitulated  those  not  adc^teoT— 

(1.)  The  section  in  the  original  draft  numbered  44,  and  in  this  draft  43,  as  to  winding- 
up  of  bank,  still  retained.  Considers  this  to  be  unusual  in  regard  to  a  bank  connected 
with  Government. 

(2.)  Observes  that  section  45  in  originid,  and  44  in  amended  draft,  empowers  the  bank 
to  repeal  the  Act  section  by  section,  subject  to  a  veto  by  the  Governor  and  his  Executive 
Council  only. 

(3.)  -Again  adverts  to  the  fact  that  section  5  contains  an  express  declaration  of  limited 
liability,  but  the  Act  contains  no  stipulation  as  to  compliance  with  the  provisions  of 
Acts  VII.  of  1860,  and  XIX.  of  1857,  observing  that  it  was  probably  intended  to  exempt 
the  Banks  of  Madras,  Bombay,  and  Bengal  from  that  obligation. 

13  J,  ^  K  2  43.  The 
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43.  The  bank  suggested  that  the  power  of  assessing  income  tax  be  vested  in  the  agents 
of  the  various  branches  of  the  bank^  as  well  as  in  the  secretary  and  deputy  secretary. 

44.  The  draft  Act  was  eventually  forwarded  to  the  Government  of  India,  with  foUowbg 
letter  from  Mr.  Acting  Chief  Secretary  A.  D.  Robertson,  No.  416,  dated  19th  March 
1862:— 

*^  With  reference  to  your  letter.  No.  14,183,  of  the  11th  December  1861, 1  now  have  the 
honour  to  forward,  as  therein  requested,  a  printed  copy  of  the  Charter  Act  of  the  Bank 
of  Bombay ,  with  such  modifications  introduced  into  it  as  seemed  necessary  in  consequence 
of  the  transfer  of  the  treasury  business  to  the  bank,  and  the  introduction  of  a  Grovemment 
paper  currency.  It  is  understood  by  this  Government  that  the  amended  Act  is  not 
intended  to  be  passed  by  the  local  legislative  council. 

^^  (2.)  In  section  6  of  the  Draft  Act,  I  am  desired  to  observe  that  it  has  been  thought 
advisable  to  vest  the  power  of  increasing  the  capital  of  the  bank  in  the  proprietors,  instSid 
of  the  directors. 

"  (3.)  I  am  directed  to  call  your  attention  to  section  5  of  the  Act,  containing  a  dedans 
tion  of  limited  liability,  which  may  seem  to  call  for  consideration,  as  no  similar  section 
has  been  incorporated  in  the  new  charter  of  the  Bank  of  Bengal,  and  as  the  present  draft 
does  not  contain  a  stipulation  as  to  compliance  with  the  provisions  of  Act  Vll.  of  1860, 
and  Act  XIX.  of  1857. 

"  (4.)  It  may  be  observed  that  by  section  44  of  the  Draft  Act,  the  Governor  in  Council 
is  authorised  to  confer  on  the  treasurer  and  secretary,  or  deputy  secretary  and  local  agents 
of  the  bank,  the  powers  of  ex^officio  assessor  of  income  tax,  formerly  vested  in  the  sub- 
treasurer  and  officers  in  charge  of  public  treasuries.  It  was  proposed  to  insert  a  similar 
section  in  the  Bengal  Bank  charter ;  but  no  such  section  appears  in  that  Act  as  finally 
passed  and  published  in  the  Calcutta  Government  Gazette.^^ 

45.  The  Government  of  India,  in  their  reply.  No.  2525,  dated  5th  April  1862,  after 
premising  that  it  was  intended  that  the  Act  should  be  passed  by  the  Bombay  council  after 
approval  of  the  draft  by  the  Government  of  India,  communicated  that  approval,  subject 
to  the  following  observations : — 

"  (2.)  There  appears  to  be  no  objection  to  the  provision  made  in  section  6  to  vest  the 
power  of  increasing  the  capital  in  the  proprietors  instead  of  in  the  directors, 

"  (3.)  The  declaration  contained  in  section  5  of  limited  liability  does  not  appear  to  be 
necessary.  This  point  was  duly  considered  in  preparing  the  Draft  Act  for  tne  Bank  of 
Bengal,  and  no  such  limitation  was  then  thought  necessary. 

"  (4.)  Section  44  of  the  Draft  Act  may  be  omitted,  as  its  objects  have  already  been 
specially  provided  for  in  Act  IX.  of  1862. 

"  (5.)  His  Excellency  in  Council  observes  that  no  provision  has  been  made  for  electing 
auditors,  as  was  done  in  section  34  of  the  Act  for  regulating  the  Bank  of  Bengal. 

"  (6.)  Your  attention  is  also  requested  to  section  37  of  the  Act  for  the  Bank  of  Bengal, 
empowering  it  to  take  over  the  capital  and  business  of  any  other  bank ;  but  I  am  to  menr 
tion  at  the  same  time  that  it  is  entirely  for  the  Bombay  Government  to  judge  whether  it 
would  be  convenient  to  adopt  that  section." 

46.  A  copy  of  the  proposed  Charter  Act  of  the  Bank  of  Bombay,  and  of  the  above 
letter  from  the  Government  of  India,  was  forwarded  to  Her  Majesty's  principal  Secretarf 
of  State  for  India,  with  the  letter  from  this  Government,  No.  6,  dated  12th  May  1862, 
in  which  it  was  stated — 

'*  With  reference  to  the  instructions  of  the  Government  of  India,  we  intend,  at  the 
next  sessions  of  our  Legislative  Council  on  the  15th  July,  to  proceed  to  legislate  on  the 
subject.  We  have,  therefore,  the  honour  to  request  that,  in  case  you  desire  any  modifi- 
cation in  any  of  the  provisions  of  the  Draft  Act  beyond  those  indicated  in  the  letter  from 
the  Government  of  India,  you  will  be  so  good  as  to  communicate  to  us  your  views  at  an 
early  date." 

47.  On  the  6th  August  1862,  No.  33^,  the  Government  of  India  forwarded  to  this 
Government  copy  of  a  Despatch  from  Sir  C.  Wood,  No.  65^  dated  8th  April  preceding, 
on  the  subject  of  the  agreement  entered  into  by  that  Government  with  the  Bank  of 
Bengal. 

48.  The  disposal  of  this  communication  was  deferred  pending  the  receipt  of  a  reply 
from  Sir  C.  Wood  to  the  Despatch  from  this  Government,  dated  12th  May  J^^^> 
No.  6. 

49.  This  letter  was  replied  to  in  Sir  Charles  Wood's  Despatch  to  this  Government, 
No.  64,  dated  16th  September  1862,  giving  cover  to  a  Despatch  addressed  bjr  him  on  Ae 
same  date.  No.  158,  to  the  Government  of  India,  ^*  relative  to  the  estabhshment  of  a 
Government  paper  currency  for  India,  and  to  the  agreements  with  the  Banks  of  Bengalj 
Madras,  and  Bombay,  in  reference  thereto,  and  to  the  management  of  the  Government 
Treasury  business.* 

50.  As  this  latter  Despatch  sets  forth  in  detail  the  views  and  instructions  of  the  Secre- 
tary of  State  as  applicable  to  all  the  three  Presidencies  of  Bengal,  Madras,  and  Bombay? 
a  copy  of  it  has  been  appended  to  this  summary.  ^, 
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51.  The  solicitor  to  Government  (to  whom  a  copy  of  this  Despatch  was  sent,  with  a 
request  that  he  would  revise  the  Draft  Act  in  accordance  with  the  instructions  of  Sir 
C.  Wood),  in  a  letter.  No.  603,  dated  7th  November  1862,  after  premising  that  he  had 
perused  and  considered  that  Despatch  in  connection  with  the  printed  Draft  Act,  wrote  aa 
follows : — 

**  (3.)  If  I  understand  the  Despatch  correctly,  the  only  point  on  which  the  Secretary  of 
State  insists  on  a  modification  of  the  proposed  concession  to  the  bank,  is  vriih  regard  to 
the  limited  authority  intended  to  be  conferred  in  certain  cases  of  drawing  and  buying, 
or  discounting  bills  payable  in  the  United  Kingdom,  which  I  presume  to  be  what  is 
referred  to,  and  deprecated  in  the  Despatch  as  *  dealing  in  foreign  exchanges.' 

"  (4.)  This  power  was  conferred  by  the  32nd  section  of  the  Bill,  and  I  have  therefore 
introiiuced  the  necessary  restriction  in  that  section. 

"  (5.)  And  as  it  seemed  likely  that  there  might  be  considerable  conflict  of  opinion 
between  the  Secretary  of  State  and  the  directors  of  the  bank  as  to  what  were  legitimate 
banking  operations  *  to  which  the  business  of  the  bank  is  to  be  confined,  and  that  which  is 
not  bamming,  but  speculative  commercial  business,'  I  have  thought  it  necessary  further  to 
modify  the  32nd  section  by  withdrawing  the  general  power  to  transact  any  banking  business, 
and  to  limit  it  to  the  transaction  of  the  particular  kinds  of  business  specified  in  the  section. 

"  (6.)  In  other  respects  I  have  not  altered  the  provisions  of  the  Bill,  and  do  not  express 
any  opinion  as  to  its  propriety  or  otherwise. 

"  (7.)  The  enclosure  marked  (A.)  shows  in  red  ink  the  amendments  which  I  think  should  « 

be  made  in  the  32nd  section  of  the  Bill,  and  if  they  are  approved  I  will  submit  them  to  the 
solicitors  of  the  Bank  of  Bombay. 

"  (8.)  Upon  a  comparison  of  the  powers  intended  to  be  conferred  upon  the  bank  with 
its  existing  powers  and  those  of  the  Bank  of  Bengal  as  heretofore  constituted,  it  will  be 
observed  that  they  are  considerably  extended,  and  in  some  respect  exceeds  those  now 
conferred  upon  the  Bank  of  Bengal  by  Act  IV.  of  1862. 

"  (9.)  The  Secretary  of  State  in  the  53rd  paragraph  of  the  despatch  desires  that  the 
business  of  the  bank  *  be  restricted  to  legitimate  banking  operations,  such  as  those  trans- 
acted by  the  Bank  of  England,  or  by  the  Bank  of  Bengal  as  heretofore  constituted.' 

"  (10.)  So  far  as  I  am  aware,  the  ])Owers  intended  to  be  conferred  by  the  Bill,  though 
more  extended  in  some  respects  than  those  of  the  Bank  of  Bengal  as  heretofore,  or  at  pre- 
sent constituted,  do  not  exceed  those  of  the  Bank  of  England ;  but  my  knowledge  on  this 
subject  is  very  limited. 

^'  (11.)  It  is,  perhaps,  a  question  for  the  consideration  of  Government  whether,  having 
regard  to  the  difference  of  opinion  which  apparently  exists  between  the  Secretary  of  State 
and  the  Government  of  India  on  the  subject,  it  might  not  be  well  to  obtain  the  sanction 
of  the  Secretary  of  State  to  the  Draft  Bill  before  submitting  it  to  the  Legislative  Council 
for  enactment. 

52.  The  following  letter  was  addressed  by  Mr.  Acting  Chief  Secretary  Robertson  to  the 
Secretary  and  Treasurer,  Bank  of  Bombay,  on  the  2l8t  November  1862  (No.  1520): — 

^^  In  forwarding  extract  paragraphs  49  to  55  of  a  Despatch  from  the  Secretary  of  State 
to  the  address  of  the  Government  of  India,  No.  158,  dated  16th  September  1862,  on  the 
subject  of  the  transfer  to  banks  of  the  business  hitherto  transacted  at  the  Government 
Treasuries,  and  the  introduction  of  the  Government  paper  currency  in  India,  I  am  directed 
to  transmit  copy  of  the  Draft  Bill  for  the  re-incorporation  and  re-constitution  of  the  Bank 
of  Bombay,  as  prepared  by  the  bank's  solicitor  and  revised  by  the  Government  law 
officers,  on  the  margin  of  which  I  have  caused  to  be  shown  the  corresponding  sections  of 
Act  IV.  of  1862,  for  the  re-constitution  of  the  Bank  of  Bengal ;  and  in  drawing  the  atten- 
tion of  your  directors  to  the  verbosity  of  the  Bombay  Bill  as  compared  with  me  Bengal 
Act,  I  am  instructed  to  suggest  that,  for  many  reasons,  the  wording  as  well  as  the  order 
of  the  provisions  of  the  latter  should  be  adhered  to  as  far  possible. 

**  (2.)  In  their  letter.  No.  2525,  dated  5th  April  1862,  copy  of  which  accompanied  my   Vide  paragraph  40 
letter,  ifo.  767,  dated  5th  June  following,  the  Government  of  India  suggested  alterations  of  Summary, 
in  the  Draft  BUI  which  had  been  forwarded  to  them  for  approval     These  alterations  are 
noted  on  the  copy  of  the  Bill  now  forwarded  in  blue  ink ;  whilst  those  which  have  been 
proposed  by  the  Government  law  officers  to  give  effect  to  the  views  expressed  in  the 
annexed  extract  from  the  Secretary  of  State's  Despatch  are  shown  in  red  ink." 

53.  To  the  above  the  secretary  and  treasurer,  Bank  of  Bombay,  in  a  letter.  No.  7384, 
dated  10th  December  1862,  replied  in  the  following  terms : — 

**  (2.)  With  reference  to  the  first  paragraph  thereof,  regarding  the  form  of  the  draft  of 
the  new  Act  for  the  bank,  I  am  instructed  to  say  that  the  directors  submitted  your  letter 
to  their  solicitors,  and  to  send  you  the  following  extract  from  the  letter  which  they  received 
in  reply. 

"  (3.)  *  As  instructions  to  counsel  to  prepare  a  new  Act,  we  laid  before  him  a  copy  of 
the  existing  charter.  On  examining  this  with  care  it  was  seen  that  it  was  drawn  in  a 
somewhat  loose  manner,  and  certainly  was  not  in  accordance  with  the  phraseology  of  tlie 

E resent  days.     The  advantage  of  following  the  existing  forms  is  that  if  any  question  should 
ereafter  arise  upon  the  construction  of  any  clause  of  tne  charter,  you  would  possibly  have 
133.  K  3  the 

Digitized  by  VjOOQ IC 

I 


78 


CORRESPONDENCE,  &c  RELATIVE  TO  THE 


Vide  paragraph  10 
of  Summary. 


the  advantage  of  Bome  decision  in  the  English  courts.  We,  therefore,  determined  that 
the  draft  should  follow  to  a  great  extent  the  phraseology  of  the  English  Joint  Stock  Com- 
panies Act,  but  the  order  of  the  clauses  is  almost  the  same  as  in  the  existing  charter.' 

**  (4.)  For  the  above  and  other  reasons  the  directors  consider  that  it  would  not  be  dear- 
able  now  to  remodel  the  draft  of  the  Act ;  but  if  there  are  any  points  in  the  draft  on  which 
you  think  that  an  alteration  is  material,  the  directors  will  be  nappy  to  consider  them. 

"  (5.)  With  regard  to  the  alterations  which  were  suggested  by  the  Government  of 
India,  I  am  instructed  to  say  that  the  directors  will  frame  a  clause  for  the  appointment 
of  auditors,  and  send  it  for  your  approval.  The  clau$«  declaring  that  the  bank  was  reoon* 
stituted  with  limited  liability  was  inserted  as  a  matter  of  precaution,  and  the  retention  of 
it  the  directors  hope  will  be  allowed. 

"  (6.)  With  regard  to  the  second  paragri^  in  your  letter,  and  the  observations  of  ih^ 
Secretary  of  State  for  India  r^arding  foreign  exchanges,  the  directors  beg  that  it  may  be 
understood  that  they  never  wished  or  asked  for  power  to  deal  in  foreign  exchanges ;  and 
on  this  point  the  directors  would  draw  your  attention  to  the  letter  oi  J.  A.  Baumbach, 
Esq.,  the  chairman  of  the  non-o£Scial  directors,  dated  so  far  back  as  the  12th  of  October 
1860,  in  which  he  says,  *  With  r^ard  to  one  concession,  which  is  supposed  by  some  to 
have  been  r^erred  to  by  the  late  Mr.  Wilson,  the  permitting  the  bank  to  deal  in  foreign 
exchanges,  we  are  fully  convinced  that  the  entering  into  transactions  of  this  kind,  so  alien 
to  the  business  hitherto  carried  on  by  the  bank,  would  be  very  repugnant  to  the  feelings 
of  the  great  body  of  the  shareholders ;  while  from  the  number  of  banks  already  established 
for  exchange  purposes,  it  is  doubtful  if  either  the  bank  or  the  public  would  derive  advan- 
tage from  such  a  measure.' 

*^  (7.^^  The  power  which  the  directors  ask  for  is  simply  a  power  to  enable  the  bank  to 
remit,  wt  Ae  convenience  of  its  constituents  in  the  agency  department,  sums  of  money  to 
London  by  its  own  bills,  and  that  the  bank  should  be  allowed  to  provide  funds  in  London 
by  purchasing  here,  and  forwarding  to  its  agents  in  London,  bankers'  drafts  only.  It  is 
this  power  which  the  directors  considered  was  referred  to  in  the  first  paragraph  of  the 
Oovemment  Memorazidum  of  the  1 9^  of  March  1861,  and  whidi  they  thought  was  th  ereby 
ocmoeded  to  theu. 

"(8.)  Transactions  under  such  a  power  cannot  be  said  to  be  dealing  in  foreign 
exdmnges,  and  the  directors  consider  that  they  do  not  come  within  the  scope  of  the  obser- 
vations made  by  Sir  Charles  Wood  ui  the  Despatdi  of*  the  16th  Sept^nber  last.  Soch 
transactioiis  would  not  be  speculative,  for  they  would  not  be  attended  by  the  slightest 
risk. 

^^  (9.)  The  constituents  of  the  agency  department  in  the  bank  are  chiefly  private  per- 
scms,  not  merchants,  who  from  time  to  time  remit  money  to  England  for  the  use  of  their 
families,  or  who  on  leaving  India  wish  to  take  with  them  their  capital.  The  directors  aow 
simply  ask  for  power  to  accommodate  these  constituents.  The  withholding  of  this  power 
would  inconvenience  the  bank  in  dealino^  with  its  up-country  constituents.  For  instance, 
the  bank  has  established  a  branch  at  Ahmedabad,  and  if  any  constituent  there  should 
wish  to  remit  1 ,000  rupees  to  his  family  in  England,  the  agent  would  not  have  power  to 
draw  a  bill.  The  agent  would  be  obliged  to  send  instructions  to  the  head  office  in  Bombay 
to  purchase  from  some  other  bank  a  bill  on  London.  The  directors  apprehend  that  it  is 
not  the  wish  of  the  home  Government  to  place  the  bank  under  such  restrictiona. 

"  (10.)  It  must  be  bome  in  mind,  moreover,  that  if  tiie  power  now  asked  for  is  granted, 
it  will  at  all  times  be  in  the  power  of  the  Government,  by  its  own  directors,  to  see  that 
the  power  is  not  abused,  or  exercised  in  any  other  manner  than  that  contemplated  by  the 
Act. 

**  (11.)  Under  these  circumstances,  considering  that  the  Government  of  India  had  con- 
sented to  grant  this  limited  power,  and  'that  such  power  cannot  properly  be  said  to  be 
within  the  observations  of  Sir  Charles  Wood^  I  am  instructed  to  say  that  tlie  directors 
must  ask  to  have  this  power  conceded  to  them  by  the  new  Act." 

(F.  S,  ?  ) — *^  The  clause*  for  the  appointment  of  auditors  is  proposed  to  be  inserted 
between  Clawses  XXXVII.  and  XXXVIIL  of  the  Draft  Charter." 

54.  The  above  letter  was  submitted  to  the  Honourable  Board  by  Mr.  Acting  Chief 
Secretary  Robertson,  with  the  following  Memorandum : — 

"  Submitted  to  the  Honourable  Board,  with  a  suggestion  that  the  opinion  of  the  Govern- 
ment law  officers  be  taken  as  to  the  advisableness  or  otherwise  of  adnering  to  the  wording 
of  the  bill  as  drawn,  for  the  reasons  stated  by  the  bank's  soiicitorB ;  or  whedier  it  would 
not  be  preferable  to  adopt  the  wording  of  the  Act  for  tlie  re-constitution  of  the  Bank  of 
Bengal. 

^  (2.)  With  respect  to  the  obeervations  made  in  paragraphs  6  to  U,  relative  to  deal- 
ing in  foreign  exchanges,  tlie  undersigned  is  respectfiilly  of  opinion  that,  in  the  ffu^e  of 

the 


Appointment  of 
anoitOTS. 


^  <<  At  the  firat  general  meetinr  in  every  year  one  or  more  andhor  or  auditors  tfaall  be  appmnted  Jbr 
the  current  year  by  a  majority  of  the  votes  at  the  meeting,  and  in  ease  of  any  oasual  vacancy  oocurriag 
in  such  office  the  vacancy  shall  be  filled  forthwith  by  a  special  general  meeting,  to  be  suramoned  for  the 
purpose.  No  director  or  other  officer  shall  be  eligible  as  an  auditor.  An  auditor  shall  be  re-eligible  en 
his  emitting  office." 
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Ae  instructions  conveyed  in  paragraphs  49  to  55  of  Sir  Charles  Wood's  Despatch  of  the 
16th  September  last  to  the  address  of  the  Government  of  India^  the  power  to  deal  in 
foreign  exchanges,  even  to  the  very  limited  extent  called  for  by  the  directors,  cannot  be 
granted  to  them. 

"  (3.)  The  clause  in  the  Draft  Act  might,  however,  be  modified  so  as  to  state  that  they 
(the  bank)  may  not  deal  in  foreign  exchanges,  except  to  such  extent  and  in  such  manner 
as  the  Governor  in  Council  may  authorise.  The  question  might  then  be  referred  to  the 
Secretary  of  State,  and  if  he  withdrew  his  objections  to  the  bank's  granting  foreign  bills 
to  their  constituents  only  as  described,  the  necessary  permission  could  be  given,  it  being 
laid  down  as  a  rule  that  no  issue  of  any  such  foreign  bills  should  be  made  except  with  the 
sanction  of  at  least  two  Government  directors.** 

55.  This  Memorandum  having  been  approved  of  by  his  Excellency  the  Gt)vemor  axkd 
the  Honourable  Messrs.  Inveranty  and  Frere,  the  Government  solicitor  was  addressed  to 
the  effect  suggested  in  paragraphs  1  and  2  thereof,  and  requested  to  modify  the  provisions 

of  the  Bill  to  the  effect  that  the  bank  shall  not  deal  in  foreign  exchanges,  except  to  such  Qovemment  letter 
extent  and  in  such  manner  as  the  Governor  of  Bombay  in  Council  may  specially  autho-  ]^o.  1608,  dated  16' 
rise.  December  1862. 

56.  In  reply,  the  following  opinion  of  the  Advocate  General,  Mr.  Lewis,  was  submitted 
by  Mr.  Bickersteth : — 

^*  I  have  read  over  the  provisions  contained  in  the  Bills  for  re-incorporating  and  re-con- 
stituting the  Banks  of  Bombay  and  Bengal,  and  although  the  wording  and  order  of  the 
enactments  in  the  above  Bills  differ  from  each  other,  it  does  not  a[)pear  to  me  (considering 
the  nature  of  the  subject)  that  there  is  that  unnecessary  verbosity  in  the  provisions  <h 
the  proposed  Act  for  the  Bank  of  Bombay,  or  that  superiority  of  arrangement  in  the  pro- 
visions of  the  Act  for  the  Bank  of  Bengal  (No.  4  of  1862)  as  to  require  the  Bombay 
Act  to  be  remodelled.  The  clauses  of  the  Bombay  Act  appear  to  me  to  have  been  framed 
with  care,  and  I  see  no  adequate  reason  why  the  wording  of  the  Act  relating  to  the  Bank 
of  Bengal  should  be  adhered  to  in  preference  to  that  of  uie  Bombay  Bank  Act. 

"  (2.)  I  observe  that  the  suggestions  of  the  Governor  General  of  India  have  been 
carried  out  by  the  insertion  in  the  Bombay  Bank  Bill  of  a  clause  for  the  appointment  of 
auditors,  and  I  think  that,  in  accordance  with  those  suggestions,  the  limited  liability  clause 
had  better  be  omitted  in  the  Bombay  Bank  Bill. 

**  (3.)  Alterations  have  been  made  in  Clause  32  of  the  Bombay  Bank  Bill  to  prohibit 
the  bank  dealing  in  foreign  exchanges,  and  in  order  to  meet  the  views  of  Government,  as 
expressed  in  the  2nd  paragraph  of  tne  letter  of  the  late  Acting  Chief  Secretary  to  Govern- 
ment to  the  Government  solicitor.  No.  1608  of  1862,  a  proviso  has  been  added  at  the  end 
of  article  8  of  clause  32,  leaving  it  to  Government  to  modify  that  prohibition  in  such 
manner  and  to  such  extent  as  the  Governor  in  Council  may  specially  authorise. 

**  (4.)  The  language  of  the  42nd  clause  in  the  Bombay  Bank  Bill,  which  gives  power  to 
the  proprietors  to  make  bye  laws,  is  somewhat  involved,  and  I  think  the  corresponding 
clause  in  the  Bengal  Bank  Act  might  be  advantageously  substituted  in  its  stead." 

57.  The  following  Minute*  was  recorded  by  his  Excellency  the   Governor,  and  con-  *  Dated  24  January 
curred  in  by  the  Honourable  Mr.  Inverarity : —  ^      * 

"  These  papers  should  be  transferred  to  the  Legislative  Department,  with  the  view  that 
the  Bill  amended,  as  suggested  in  paragraph  4  of  the  opinion  of  the  Advocate  General,  be 

Eublished  in  the  "  Government  Gazette,"  in  accordance  with  Rule  12  of  the  rules  for  regu- 
iting  the  conduct  of  business  by  the  Legislative  Council." 

58.  The  papers  were  accordingly  transferred  to  the  Judicial  Department  on  the  26th 
January  1863  (No.  103),  and  the  Bill  was  published  in  a  supplement  to  the  "  Bombay 
Government  Gtizette"  of  the  28th  idem. 

59.  The  following  are  extracts  from  the  Proceedings  of  the  Bombay  Legislative 
Council  relating  to  the  Bill  for  the  Bank  of  Bombay : — 

*^  Mr.  Robertson  then  proposed  the  first  reading  of  the  Proceedings  of  the  Council  met  at  Bombay  on  Wednesday 
Bill  for  the  re-incorporation  and  re-constitution  of  the      J?^  ^^^  ^^^^*^,}^;  / Wif?/"^  *^  *^C?r^^ 
Bank  of  Bombay,     the  honourable  gentleman  in  intro-      ^^^^^^^^^^  ^^«"«'   <^*^^  '^^  '^'^>  P^  216.) 
ducing  the  Bill  said : — 

*'  The  object  of  the  Bill,  as  stated  in  the  preamble,  is  to  re-constitute  and  re-incorporate 
the  Bank  of  Bombay.  This  bank,  as  most  of  the  Council  are  perhaps  aware,  was  formed 
in  1839 ;  and  the  shareholders  obtained  a  charter  by  Act  III.  of  1840. 

'*  Among  other  powers  conferred  by  that  charter,  the  bank  were  empowered  to  issue 
promissory  notes,  conmionly  known  as  bank  notes.  Power,  however,  was  reserved  to  the 
Government  under  the  Act  to  dissolve  or  modify  the  charter  on  12  months'  notice  being 
given.     Among  the  several  financial  measures  of  the  late  Mr.  Wilson  was  one  of  the  , 

issue  by  the  Government  of  a  paper  currency.  This  measure,  after  beinff  considerably 
modified  by  the  Secretary  of  State,  and  Mr.  Wilson's  successor,  Mr.  Lamg,  was  passed 
into  law  by  Act  XIX.  of  1861,  by  which  the  issue  of  promissory  notes  by  anv  banking 
corporation  was  prohibited,  excepting  the  Banks  of  Bengal,  Madras,  and  Bombay,  up  to 
the  Ist  March  1862,  on  which  date  the  banks  had  reeeived  notices,  in  accordance  with  the 
provisions  of  their  Charter,  that  their  powers  to  issue  promissory  notes  would  be  modified. 

"  Subsequently, by  Act  XXIV.  oi^l861,  powers  were  conferred  on  the  banks  to  enter 
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into  agreement  with  Government  to  take  npon  themselves  the  office  of  agents  for  the  pay- 
ment and  exchange  of  the  Government  currency  notes,  and  for  transacting  any  part  of 
the  business  of,  or  generally  transacted  at,  the  general  treasury  of  the  Presidency 

"  The  principal  changes  now  proposed  are  as  follows: — 

"  By  sections  5  and  6  the  directors  of  the  bank  are  to  have  power  to  increase  to  two 
crores  and  10  lakhs  of  rupees  the  capital,  which  by  the  existing  charter  is  limited  to  50 
lakhs. 

^^  By  section  9  trustees  are  not  to  be  recognised,  and  by  section  10  transfers  of  shares 
are  to  be  either  by  separate  deed,  or  deed  endorsed  on  the  share  certificate,  and  to  be 
registered, 

"  Section  14  provides  that  there  shall  be  10  directors,  instead  of  nine,  as  at  present.  Of 
the  10  directors  four  are  to  be  appointed  and  removable  by  Government,  and  the  remain- 
ing six  by  the  majority  of  a  general  meeting. 

"By  section  31  alterations  are  provided  for  with  respect  to  the  business  of  the  bank, 
viz.,  in  addition  to  the  existing  power  (excepting  that  of  issuing  notes)  the  bank  is 
empowered  to  grant  loans  and  advances  on  goods,  wares,  and  merchandise,  or  other  pro- 
perty, acting  as  agents  in  commission,  &c.  The  bank  may  issue  post  bills  and  letters  of 
credit  payable  in  India,  but  the  bank  is  not  to  deal  in  foreign  bills,  unless  especially 
authorised  by  Government  to  draw  or  buy  bills,  &c.,  payable  out  of  India  for  the  use  of 
their  own  constituents.  With  respect  to  the  latter  provision,  I  beg  to  explain  that  it  was 
originally  intended  to  give  the  bank  power  to  deal  in  foreign  exchanges,  but  the  Secretary 
of  State  in  a  Despatch  recently  received  has  objected  to  the  grant  of  this  privilege.  On 
Sir  Charles  Wood's  instructions  being  communicated  to  the  directors,  they  submitted  a 
representation,  explaining  the  nature  of  the  powers  in  this  respect  which  they  desired  to 
obtain,  and  pointing  out  that  they  did  not  come  within  the  scope  of  the  observations  made 
in  the  Despatch  of  Sir  Charles  Wood.  This  explanation  has  been  forwarded  to  the  Home 
Government,  and  it  is  with  the  view  of  enabling  the  Government  to  grant  the  bank  the 
powers  they  seek,  should  the  Secretary  of  State  see  fit  to  concede  them,  that  tlie  conclud- 
mg  words  of  this  clause  have  been  inserted. 

•*  Section  32  has  reference  to  the  taking  over  by  the  bank  of  the  business  of  Her 
Majesty's  General  Treasury  at  the  Presidency  on  the  terms  agreed  upon  between  the 
directors  and  the  Government,  and  to  the  bank's  conducting  the  issue  and  payment  of 
Government  currency  notes  as  provided  for  by  Act  XXIV.  of  1861,  while  by  section  40 
branch  offices  may  be  established  at  Mofussil  stations,  with  the  sanction  of  Government, 
to  conduct  similar  business  upon  conditions  to  be  agreed  on. 

*^  Power  is  also  given  to  the  bank  by  section  41  to  take  over  the  business  of  any 
other  bank. 

"  The  above  are  the  principal  alterations  made  by  the  new  charter.  Before  closing 
these  remarks,  I,  however,  consider  it  necessary  to  state,  in  explanation  of  the  delay  which 
has  occurred  in  bringing  forward  this  Bill,  that  it  was  originally  forwarded  to  the  Govern- 
ment of  India  for  the  purpose  of  being  placed  before  the  Legislative  Council  of  India,  but 
was  returned  by  them,  so  that  it  might  be  introduced  into  this  Council.  1 1  would  have 
been  brought  forward  last  Session,  but  instructions  were  received  to  await  the  expression 
of  the  views  of  the  Secretary  of  State  on  the  measure. 

"  I  now  beg  to  move  that  the  Bill  be  read  a  first  time." 

"  Mr.  Tristram  said  that  in  the  Bill,  as  it  was  now  presented,  he  noticed  several  variances, 
and  some  of  them  important  ones,  from  the  original  draft.  By  section  5  for  instance, 
as  it  now  stood,  it  would  be  open  to  the  directors  to  increase  their  capital,  without  any 
notice  to  the  shareholders,  at  an  ordinary  general  meeting.  He  thought  that  the  provision 
which  required  the  sanction  of  a  special  meeting  to  an  increase  of  capital  ought  to  be 
preserved. 

*^In  section  9  it  was  first  provided  that  no  notice  of  any  trust  should  be  received  or 
registered  by  the  bank:  but  a  few  lines  further  on  it  was  provided  that  such  notice 
should  be  received  with  respect  to  any  person  in  whose  name  a  share  should  be  registered. 
This,  he  considered,  made  the  former  part  of  the  section  to  a  great  extent  nugatory. 
Referring  to  section  28,  he  found  that  the  secretary,  treasurers,  &c.,  of  the  bank 
were  pronibited  from  engaging  in  any  other  business,  but  the  case  of  officers  of  the  pro- 
posed branch  banks  appeared  to  be  overlooked.  Something  explicit  ought  to  be  laid  down 
with  regard  to  the  employes  at  the  branches  as  well  as  at  the  Presidency  establishment 

^*In  clause  8  of  section  31  the  words,  *when  specially  authorised  so  to  do  by  the 
Governor  in  Council  of  Bombay'  would  make  it  mcumbent  on  the  bank,  whenever  it 
wished  to  accommodate  a  customer  with  a  bill  of  exchange  or  letter  of  credit,  to  obtain 
the  snecial  sanction  of  the  Governor  in  Council  to  the  transaction.  Such  a  cumbrous  and 
roundabout  process  must,  he  thought,  be  fatal  to  busipess,  and  the  words  he  had  quoted 
should  be  omitted.     He  hoped  to  see  these  defects  remedied  before  the  Bill  became  law. 

**  The  question  was  then  put,  that  the  Bill  be  read  a  first  time. — Carried. 
Proceedings  of  the  Council  met  at  Bombay  on  the  11th       "  The  Council  then  proceeded  with  the  consideration  on 
March  186d.  (Supplement  to  the  "Bombay  Government  a  *  Bill  for  the  re-incorporation  and  re-constitution  of  the 
Gaiette,"  dated  24  March  1863,  page  287.)  Bank  of  Bombay.' 

"  Mr.  Tristram  moved  that  the  words  ^and  tor  the  remuneration  of  the  directors'  be 
inserted  after  the  word  '  bank,"  in  line  14  of  section  45  of  the  Bill.  The  remuneration 
of  the  directors,  he  said,  had  been  provided  for  by  the  second  rule  of  Schedule  B.,  wniwi 
had  now  been  omitted ;  and  the  directors,  under  the  powers  conferred  by  section  45, 
might  vote  themselves  to  the  remuneration  by  a  bye-law.    But  this  would  be  an  inviioua 
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p  roceeding  which  the  directors  would  rather  avoid.  The  object  of  the  proposed  change 
w  as  to  leave  their  remuneration  to  the  votes  of  the  proprietors  at  large. 

"  The  amendment  was  then  put  and  carried ;  and  the  section,  as  amended,  having  been 
agreed  to,  Mr.  Kobertson  moved  that  the  Bill  be  read  a  second  time,  and  passed. — 
Carried. 

"  The  Bill  was  read  a  second  time,  and  passed.'^ 

60.  With  a  letter.  No.  8,  dated  the  13th  April  1863,  this  Government  forwarded,  for  the   Fide  paragraph  48 
\istructions  of  the  Secretary  of  State,  with  reference  to  paragraph  50  of  his  Despatch  of  the  ^^  Summary. 
16th  September  1862,  an  extract  (paragraphs  6  to  11)  from  the  letter  from  the  Secretary, 

Bank  of  Bombay,  No.  7384,  dated  10th  December  1862,  and  wrote  as  follows: — 

"(2.)  It  will  be  seen  that  the  concession  which  the  directors  ask  with  regard  to 
dealing  in  foreign  exchanges  is  *  simply  a  power  to  enable  the  bank  to  remit,  for  the 
convenience  of  its  constituents  in  the  agency  department,  sums  of  money  to  London  by 
its  own  bills,  and  that  the  bank  should  be  allowed  to  provide  funds  in  London  by  pur- 
chasing here  and  forwarding  to  its  agents  in  London  bankers'  drafts  only. 

**  (3.)  We  have,  however,  modified  the  Bill  for  granting  a  new  charter  to  the  said  bank, 
in  accordance  wili  the  views  expressed  in  paragraphs  50  to  55  of  your  Despatch  to  the 
Government  of  India  above  quoted,  reserving  at  tne  same  time  to  this  Government  the 
power  to  permit  the  bank  to  deal  in  foreign  exchanges  to  the  limited  extent  proposed  for 
the  convenience  of  the  bank's  constituents  in  the  agency  department,  in  the  event  of  your 
acceding  to  the  request  of  the  directors ;  and  it  is  our  intention,  we  would  observe,  in  such 
a  case,  to  lay  it  down  as  a  rule  that  no  foreign  bill  shall  be  issued  by  the  bank  without 
the  sanction  of  at  least  two  Government  directors,  who  must  satisfy  memselves  that  the 
Bill  is  given  strictly  for  the  remittance  of  money  by  the  bank's  constituents  in  the  agency 
department,  and  for  no  other  purpose. 

"  (4.)  A  copy  of  the  Bill,  which  has  been  passed  by  the  Le^slative  Council  of  this 
Presidency,  is  herewith  forwarded.  The  modiiications  alluded  to  in  the  preceding  para- 
graph have  been  made  in  section  31,  corresponding  with  the  same  section  of  the  draft 
which  accompanied  our  letter.  No.  6,  dated  12th  May  1862.  It  will,  further,  be  seen  that  no.  2626,  dated 
the  suggestions  of  the  Government  of  India,  contained  in  their  communication  noted  in  the  6  April  1802. 
margin,  copy  of  which  was  also  enclosed  with  our  letter  just  quoted,  have  been  at- 
tended to." 

61.  Irrespectively  of  the  above  letter,  the  Secretary  of  State  with  a  despatch.  No.  69, 
dated  16th  June  1863,  forwarded  copy  of  one  he  had  addressed  on  the  10th  idem  (No.  103) 
to  the  Government  of  India,  in  whicn,  after  reviewing  the  observations  of  that  Government 
(made  in  reply  to  the  former  despatch  from  the  Home  Government  of  the  16th  September 
1862),  in  reference  to  the  arrangements  which  had  been  made  by  them  for  the  employment 
of  the  Bank  of  Bengal  and  its  branches  in  connection  with  the  issue  and  circulation  of 
notes.  Sir  C.  Wood  wrote  as  follows : — 

"  (12.)  I  remain,  therefore,  of  opinion  that  the  only  sound  system  for  the  management 
of  the  paper  issue  in  India  is  that  it  should  be  entirely  in  the  hands  of  the  Government, 
and  that  the  bank  should  have  no  connexion  whatever  with  it,  and  I  adhere  to  that  which 
I  conveyed  to  you  in  paragraph  31  of  my  financial  despatch  of  the  16th  September  1862, 
that  it  is  ^  wise  to  intrust  to  Government  agency,  and  to  Government  agency  alone,  the 
issue  of  paper  as  well  as  of  metallic  money,  combining,  as  far  as  possible,  both  measures 
in  the  same  department  of  Government,  and  to  leave  to  banks  only  the  exercise  of  legitimate 
banking  functions.' 

"(13.)  I  am  equally  certain  that  in  the  exercise  of  its  legitimate  functions  the  bank 
would  essentially  promote  the  circulation  of  notes,  as  I  pointed  out  to  you  in  the  subsequent 
paragraphs  of  tnat  despatch. 

«  (14.)  I  have,  therefore,  to  desire  that  you  will,  at  the  earliest  period  in  your  power, 
take  measures  for  carrying  into  execution  the  instructions  contained  in  that  despatch: — 

«  1st  That  the  notes  in  Calcutta  should  be  issued  by  the  conmiissioner  at  the  mint,  and 
that  the  means  of  verifying  the  notes  and  exchanging  notes  for  bullion  and  coin,  and  viee 
r«-s4,  should  be  established  there.  .-u        i 

«  2nd  —That  at  certain  places,  which  probably  need  not  exceed  five  or  six  m  J5engal 
and  the  Upper  Provinces,  offices  should  be  established  for  the  issue  and  exchange  of  notes. 

"  3rd.— Tbat  these  notes  should  differ  from  the  Calcutta  notes  only  in  having  the  name 
of  the  place  of  issue  marked  upon  them ;  should  be  convertible  of  right  only  at  the  place 
of  issue,  or  at  Calcutta;  should  be  receivable  everywhere  at  Government  treasuries  m 
payment  of  taxes,  and  should  be  converted  at  any  other  place  of  issue,  if  the  officer 
anticipated  no  risk  in  doing  so. 

"(15.)  I  merely  point  to  these  general  measures,  and  for  any  further  details  I  need 
only  refer  you  to  my  former  despatches,  and  especiaUy  Financial  letter  to  India,  dated  2  May  1861,  No.  75  :- 
to  my  financial  despatch  of  the  2nd  May  1861,  requesting      Extract,  paragraph  32 :— "The  issue  of  notes  should, 
vou  to  keen  in  mind  the  fundamental  principle  that  the  therefore,  be  kept  quite  distinct  from  any  banking  estahlish- 
bank  is  to  have  no  part  in  the  management  of  the  cur-  ment,  and  the  supply  of  notes  to  any  banks  must  be  on 
oauK  18  lo  naytj  uu  p«w  i#  x«  -^  precisely  the  same  terms  as  to  any  other  pexson.'* 

Tcncy 


(16  )  An  obstacle  may  exist  in  the  agreement  with  the  Bank  of  Bengal  for  the 
Affement  of  the  issue  and  circulation  of  notes,  receiving  a  payment  of  three^uarters 
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per  eent  oa  ike  Botes  takut  or^s^hj  it.  As  ibe  agreeniieHt  is  only  £»*  five  years,  aad  as  by 
the  change  aboTe  direeted  the  l^ank  will  be  reKeyed  from  eon^derabW  expense  and  k- 
sponstbility,  lliey  may  not  be  unwilling  to  come  to  an  arranffemeBt  for  oaocelling  die 
•  agreement  and  dispensing  with  the  payment^  and  I  shidl  be  ready  to  view  &yo«rably  any 
proposal  which  you  may  make  for  this  purpose. 

"  (17.)  I  entirely  approve  of  your  placing  the  whole  of  the  Treasury  business  in  the 
hands  of  the  Bank  ot  Bengal  and  its  branches^  as  pointed  out  in  paragraph  5?  of  my 
financial  despatch  of  the  16th  September  1862.  I  am  also  in  favour  of  your  encouraging 
the  bank  to  establish  branches  in  diiflferent  parts  of  the  country,  to  which  the  Govenune^t 
Treasury  business  of  the  place  may  be  transferred. 

^^  (18.)  I  apprehend  that,  in  confiding  to  the  Bank  of  Bengal  and  its  branches  the 
management  of  the  Treasuiy  business,  you  will,  be  able  without  detriment  to  the  public 
interests,  to  extend  such  advanta^s  to  the  bank  as  will  fairly  compensate  it  for  any  loss 
.  to  which  it  may  be  exposed  from  the  withdrawal  of  the  three-quarters  per  cent,  on  the 
currency  business.  I  should  hope,  therefore,  that  you  wUl  not  find  much  difficulty  in  this 
matter. 

"  (19.)  I  cannot,  however,  give  up  the  condition  on  which  alone  any  bank  can  be  en- 
trusted with  the  Government  business,  and  that  is,  that  it  should  be  debarred  from  dealing 
at  all  in  foreign  exchanges. 

^  (^*)  ^  believe  that  by  the  establishment  of  a  great  bank  entrusted  with  the  business 
of  the  Government  important  advantages  may  be  secured,  not  only  to  the  Government, 
but  also  to  the  public  and  to  the  bank  itself;  that,  without  loss  or  danger  to  the  Govenh 
ment,  ^eat  benefit  may  be  obtained  by  the  bank  from  its  connexion  with  the  Government, 
but  it  IS  essential  for  iJie  security  of  such  (^erations  that  the  business  to  be  conducted  by 
it  should  be  legitimate  banking  business,  and  that  it  should  abstain  from  all  speculative 
commercial  transactions. 

^^  (21.)  The  same  course  should  be  adopted  also  in  regard  te  the  Banks  of  Madras  and 
Bombay,  and  probably  but  littie  difficulty  wiU  be  found  in  those  Presidencies,  as  the 
arrangements  have  not  proceeded  so  far  as  in  Bengal.  Copies  of  this  despatoh  will  there- 
fore be  sent  te  the  Governments  of  Madras  and  Bombay  for  their  guidance." 

62.  The  Bombay  Bank  Bill  received  the  assent  of  the  Governor  General  on  the  4tk 
July  1863,  and  was  published  by  the  Governor  of  Bombay  on  the  Ist  August  following 
as  Bombay  Act  No.  X.  of  1863,  ^*  An  Act  for  the  reincorporation  and  reconstitution  of 
the  Bank  of  Bombay." 

Fide  paragraph  66        63.  With  reference  to  Sir  C.  Wood's  Despateh,  No.  103,  dated  10th  June,  the  Govem- 
of  Summary.  ment  of  India,  were  informed  on  the  7th  August  1863,  No.  791,  that  his  Excellency  the 

'  Governor  in  Council  doubted  whether  the  directors  of  the  Bank  of  Bombay  would  consent 
without  compensation  to  the  cancelling  of  that  portion  of  the  agreement  entered  into  with 
them  which  entitled  them  to  a  commission  of  three-quarters  per  cent,  on  all  currency 
notes  they  might  put  into  circulation,  but  that  this  Government  would  await  the  instruc- 
tion of  the  Government  of  India  as  to  the  action  to  be  taken  in  tiie  matter. 

64.  In  reply  to  the  letter  from  this  Government,  No.  8,  dated  13th  April  1863,  the 
*  Despatch,  No.  92,  Secretary  of  state  referred*  to  his  despatch  to  the  address  of  the  Government  of  India, 
dated  16  August  No.  103  of  10  June  following  **  copy  of  which**  (observed  Sir  C.  Wood)  "  w«3 forwarded 
^®^'  for  your  information  and  guidance,  wherein  it  is  stated  that  the  condition  on  which  alone 

Vide  paragraph  66    a^y  bank  can  be  entrusted  with  the  Government  business  is  ^  that  it  should  be  debarred 
of  Summary,  f^^^  dealing  at  all  in  foreign  exchanges.'" 

66.  A  copy  of  Sir  C.  Wood's  Despatch  (of  15th  August  1863,  No.  92)  was  commuaJ- 
Letter  to  the  Secretary,  Bank  of  Bombay,  No.  1028,  cated  to  the  Bank  of  Bombay,  with  reference  to  their  letter 

dated  8  October  1868.  No.  7384,t  dated  10  December  1862. 

t  Vide  paragraph  48  of  Summary. 

66.  Before  the  above  letter  to  the  bank  was  written,  Mr.  Ryland,  their  deputy  secre- 
tary and  treaflurer,  had  addressed  Government  as  follows  : — 

"  With  reference  to  section  XXXII.,  paragraph  8,  of  Act  X.  of  1863,  for  the  rein- 
corporation and  reconstitution  of  the  Bank  of  Bombay,  which  recites  that  *  it  should  be 
lawful  for  the  said  bank,  if  authorised  so  to  do  by  the  Governor  in  Council  of  Bombay,  to 
draw  bills  of  exchange  and  grant  letters  of  credit  payable  out  of  India  for  the  use  of  their 
constituents  in  the  agency  department  for  the  remittance  of  funds  realised  by  them  acting 
as  agents  in  the  manner  aforesaid,  and  to  buy  bills  of  exchange  payable  out  of  India  for 
Mr.  Ryland'8  letter,  the  purpose  of  meeting  such  bills  or  letters  of  credit,'  I  am  directed  respectfully  to  request 
No.  6921,  dated         ^hat  his  Excellency  the  Governor  will  be  pleased  to  grant  the  requisite  authority  to  enable 
2  October  1863.         ^^  haxkk  to  avail  themselves  of  the  power  so  conditionally  accorded  and  to  point  out  that 
delay  in  granting  such  authority  will  operate  most  injuriously  to  the  bank  in  places  where 
other  banks  which  possess  the  power  of  drawing  on  England  have  already  entered  into  com- 
petition with  the  branches  of  the  Bank  of  Bombay." 

Letter  to  the  Secretanr  and  Treasurer,  Bank  of  Bombay,       67.  In  reply  to  the  above,  the  directors  were  referred  *> 
No.  1037,  dated  9  October  1863.  the  Government  letter  No.  1028,  dated  8th  October  1863, 

68.  In  reply  to  the  letter  from  this  Government  No.  791,  dated  7th  August  1^*^'^ 
•Giovemment  of  India  stated  that  they  were  in  communication  with  the  Secrc^tary  of  State 
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on  ihe  eubjeot,  and  that  instruetions  would  be  giyen  upon  it  at  the  earUeet  practicable  Letter  from  the 


date. 


Government  of 
India.  No.  5243, 


69.  In  a  despatch  to  this  Government  No.   133,  dated  Slst  December  1863,  Sir  C.  <iated  29  October 

*^  In  a  despatch  to  the  Gx>vemment  of  India  in  the  Legislative  Department  dated  the  of  Summa^. 
24th  December  1863,  No.  57, 1  have  abstained  jfrom  interference  with  the  assent  which 
has  been  given  by  his  Excellency  the  Governor  General  to  the  Bill  for  the  re-incorporaticm 
and  reconstitution  of  the  Bank  of  Bombay. 

**  (2.)  In  Clause  XXXII.  of  the  Bill  in  question  I  observe  that  power  is  given  to  the 
said  bank,  if  authorised  so  to  do  by  the  Governor  in  Council  of  Bombay,  to  draws  bilk  of 
exchange,  and  grant  letters  of  credit  payable  out  of  India." 

*'  (3.)  With  reference,  however,  to  paragraph  19  of  my  financial  despatch  to  the 
Government  of  India,  dated  the  10th  June  1^,  No  103,  (a  copy  of  which  was  forwarded 
to  you),  stating  that  Her  Majesty's  Government  oould  not  give  up  ^  the  condition  on 
which  alone  any  bank  could  be  entrusted  with  the  Government  business,  and  that  is, 
that  it  should  be  debarred  from  dealing  at  all  in  foreign  exchanges,'  I  desire  that  the  per- 
missive authority  referred  to  in  the  Act  may  not  be  granted  to  the  bank  by  your  Govern- 
ment." 

70.  Sir  C.  Wood  was  informed  that  his  instructions  would  be  attended  to,  and  that,  in  ^^  *?  ^*^  ^• 
accordance  with  the  instructions  conveyed  in  his  despatch  of  the  15th  August  1863,  No.  92,  27^brua  ^'l8^^ 
this  Government  had  already  refused  to  comply  with  the  application  of  the  Bank  of  Ftcfe^paragniph  59 
Bombay  on  this  subject.  of  Summary. 

71.  With  reference  to  the  despatches  from  the  Secretary  of  State,  dated  16th   Sep-  ^tter  from  the 
tember  1862  and  10th  June  1863,  the  Government  of  India  requested  this  Gt)vernment  ^^(i^fX*^55 

to  inform  the  Bank  of  Bombay  that  the  Governor  General  in  Council  was  prepared  to  dated  16  December 
recommend  to  the  Secretary  of  State  a  revision  of  the  existing  agreement  with  the  bank,   1864. 
based  on  the  following  conditions : — 

"  I.  That  the  agency  of  the  Bank  of  Bombay  for  the  issue  and  circulation  of  the 
Government  paper  currency  under  the  existing  agreement  shall  cease. 

'*  II.  That  the  annual  sum  of  2,47,500  rupees  (being  three-quarter  per  cent,  on 
3,30,00,000  rupees^  shaU  be  paid  to  the  Bank  of  Bombay  until  the  1st  of  March  1867,  as 
ccHoipensation  for  tne  loss  of  such  agency. 

"  III.  That  the  bank  shall  act  as  bankers  to  the  Government  at  Bombay,  on  the 
uiKlerstanding  that  an  average  annual  balance  shall  be  kept  of  40  lakhs  of  rupees  which 
shall  be  shown  in  the  bank  accounts  as  Government  balance,  and  that  if  the  Government 
balance  should,  at  any  time,  fall  below  20  lakhs,  interest  will  be  paid  on  the  difference 
between  the  amount  of  the  actual  balance  and  the  sum  of  20  lakhs,  the  interest  being 
calculated  at  the  average  rate  of  interest  paid  by  the  public  on  fixed  loans  during  the 
month.  The  Government  cash  balance  wul  be  understood  not  to  include  copper  money 
packed  for  remittance^  nor  any  separate  accounts  of  public  officers  apart  from  the  account 
of  the  Government. 

^'  IV.  That  the  bank  shall  act  in  the  same  capacitv  at  places  in  the  Bombay  Presidency 
where  branch  banks  may  be  established  b^  it  with  the  simction  of  the  Government,  and 
the  bank  will  be  at  liberty  to  employ  for  its  own  benefit  the  Government  balances  depo- 
sited at  the  branch  banks,  on  the  understanding  that  they  are  shown  in  the  bank  accounte 
as  Government  balance,  and  that  the  bank  wilf  at  all  times  be  ready  to  meet  the  drafts  of 
the  Government 

^'  y.  That  the  bank  shall  not  draw  or  purchase  at  its  own  risk  bills  of  exchange  or 
letters  of  credit  payable  out  of  India. 

"  VI.  That  the  present  payment  of  12,240  rupees  for  establishment  shall  be  continued 
during  the  term  of  the  new  agreement. 

'^  VII.  That  the  bank  shall  undertake  the  duties  connected  with  the  management  of 
the  Registered  Public  Debt  at  Bombay,  now  performed  under  the  superintendence  of  the 
Deputy  Auditor  and  Accountant  General,  including  the  payment  of  interest,  and  shall  be 
responsible  for  any  losses  which  may  occur  in  reference  to  such  management,  in  considera- 
tion of  which  the  bank  will  be  paid  4,000  rupees  per  crore  of  that  portion  of  the  debt  the 
interest  of  which  is  paid  in  the  Bombay  Presidency. 

^^  VIII.  That  the  agreement  to  be  entered  into  on  these  terms  shall  take  effect  as  soon 
as  it  can  be  prepared  m  detail,  and  be  duly  executed  after  the  receipt  of  the  approval  of 
the  Secretary  ot  State,  and  shall  last  for  seven  years,  from  the  1st  oi  March  1867." 

72.  And  the  Government  of  India  desired  to  be  informed  whether  the  directors  of  the 
bank  were  willing  to  enter  into  a  new  agreement  on  the  above-mentioned  terms. 

73.  The  directors  of  the  Bank  of  Bombay,  after  stating  that,  having  given  due  and  Letter  from  the 
careful  consideration  to  the  terms  proposed  in  the  above  letter,  they  felt  compelled,  in  the  Bank  of  Bombay, 
interest  of  the  shareholders,  to  decline  at  present  entering  into  a  new  agreement  on  those  j^       January 
terms,  wrote  as  follows : — 

"  (2.)  As  the  directors  have  every  wish  to  transact  the  banking  business  of  Govern- 
ment on  fair  and  reasonable  terms,. I  am  requested  to  state  briefly  their  reasons  for  declin- 
ing the  present  proposal. 

133'  1-2  '^(3.)  Since 
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'^(3.)  Since  entering  on  existing  agreement^  almost  the  only  profit  accruing  to  the  bank 
from  Government  business  has  been  commission  derived  from  the  issue  of  the  Government 
paper  currency. 

'^(4.)  Before  this  agreement  was  arranged^  the  Bank  of  Bombay  issued  its  own 
notes^  and  derived  a  considerable  profit  from  this  source.  In  consideration  of  giving  up 
their  own  issue  they  received  the  agency  for  the  Government  paper  currency  at  a  com- 
mission of  three-quarter  per  cent.,  which  they  do  not  consider  excessive.  They  would, 
therefore,  respectfully  submit  that,  after  being  compelled  to  give  up  their  own  issue,  it  is 
hardly  reasonable  that  they  should  be  asked  to  surrender  the  Government  agency  also, 
receiving  as  compensation  commission  far  two  years  only  on  a  sum  considerably  less  than 
that  upon  which  the  bank  is  now  entitled  to  charge. 

^'  (5.)  In  the  3rd  clause  of  proposed  agreement  the  Bank  of  Bombay  is  asked  to  act  as 
bankers  for  the  Government  on  terms  much  less  favourable  than  those  which  they  were 
led  to  hope  would  have  resulted  under  the  agreement  now  in  force. 

"(6.)  The  business  of  Bombay  during  the  past  two  years  has  been  of  so  peculiar  a 
nature  that  the  Government  balance,  instead  of  proving  a  source  of  profit  to  the  bank,  has, 
on  the  contrary,  been,  for  the  most  part,  a  source  of  ceaseless  anxiety  to  its  directors. 
This  was  very  clearly  pointed  out  by  the  Government  directors  in  their  letter  to  the 
Government  of  India  written  in  the  end  of  1864,  at  a  period  of  extreme  pressure  here. 
It  was  there  shown  that  on  the  18th  September  1864  Government  balance  was  upwards 
of  84  lakhs,  but  on  the  16th  November,  when  the  money  pressure  was  at  its  height,  this 
balance  was  reduced  23  lakhs,  a  diminution  of  73  per  cent.,  whereas  at  the  same,  time 
the  reduction  in  first  class  deposits  was  not  more  than  60  per  cent. ;  tbus  showing  that  in 
troublous  times  the  Government  balance  was  a  source  of  even  greater  anxiety  to  me  bank 
than  all  its  first  class  depositors. 

**  (7.)  Owing  to  the  greatly  increased  business  in  exchange  in  Bombay  during  the  past 
two  years,  it  woidd  have  been  of  essential  service  to  the  community,  had  Government  kept 
a  large  fixed  balance  in  Bombay,  and  fixed  minimum  balances  at  each  of  the  branches 
where  there  are  treasuries. 

^^  (8.)  At  present  six  first  class  depositors  (banks)  have  balances  with  this  bank  amount- 
ing to  over  three  crores,  and  as  the  bulk  of  tliis  might  be  within  one  month  withdrawn  for 
the  purposes  of  exchange,  unless  the  bank  could  at  such  times  show  a  fair  Government 
balance,  the  withdrawal  of  so  large  an  amount  from  private  accounts  might  have  an  undue 
effect  on  our  money  market. 

"  (9.)  The  directors  would,  therefore,  submit  that  an  arrangement  based  on  the  aver- 
age annual  balance,  as  now  proposed,  would  not  be  equitable  for  the  bank.  They  consider 
that  interest  should  be  charged  on  liie  difference  between  daily  balance  and  the  minimnm 
sum  ^agreed  upon  without  reference  to  the  annual  average  balance.  From  statement  an- 
nexed showing  fluctuations  in  Government  balances  it  will  be  seen  at  a  glance  that  the 
bank  cannot  depend  upon  them,  and  although,  like  first  class  bank  deposits,  they  make  a 
good  show  in  returns,  they  are  yet,  in  a  great  measure,  practically  unavailable  for  employ- 
ment in  the  ordinary  business  of  tlie  bank. 

^^(10.)  In  paragraph  4  the  Bank  of  Bombay  is  requested  to  act  as  bankers  for  Go- 
vernment where  it  has  branches  established.  For  this  no  remuneration  is  proposed.  The 
bank  originally  opened  branches  in  full  faith  that  the  present  agreement  would  have  been 
carried  out  as  originally  proposed,  that  at  each  branch  where  there  was  a  treasury  the  same 
would  be  handed  over  to  uie  bank,  that  a  minimum  Government  balance  would  be  fixed 
for  each  treasury,  and  that  the  amount  of  expenses  incurred  by  Government  would  be 
paid  to  the  branch  bank  for  conducting  the  treasury  business,  tip  to  this  day  the  bank 
has  not  received  charge  of  a  single  treasury,  and  the  result  is,  as  has  been  frequently 
pointed  out,  that  the  branches  of  uie  Bank  of  Bombay^  instead  of  proving  feeders  to  the 
head  oflice  (as  the  directors  had  every  reason  to  expect  they  would  be  had  they  been  placed 
on  an  equal  footing  with  the  Bank  of  Bengal),  have  required  to  be  fed  constantly  by  the 

Sirent  bank,  and  that  invariably  to  the  greatest  extent  when  money  is  most  useful  in 
ombay. 

"(11.)  At  the  end  of  the  past  year,  when  a  period  of  pressure  was  inmiinent,  the 
Directors  have  great  reason  to  believe  that  this  was  in  a  measure  averted  by  the  increase 
to  the  capital  of  the  bank.  As  they  will  in  future  have  double  the  amount  of  capital 
seeking  for  dividends,  they  will  have  diligently  to  employ  their  funds ;  and  would,  there- 
fore respectfully  submit  that  it  would  not  be  for  the  interest  of  the  bank  to  agree  to 
proposition  in  paragraph  4. 

^^(12.)  With  reference  to  paragraph  5,  the  Bank  of  Bombay  would  only  request 
permission  to  remit  interest,  dividends,  &c.,  for  its  own  constituents  in  its  own 
drafts  on  London,  covering  the  same  from  time  to  time  by  such  bills  of  remittances 
as  may  be  approved  by  the  directors.  This  would  avoid  the  necessity  of  mail  by 
mail  purchasing  for  convenience  of  constituents  numerous  small  drafts  from  other 
banks. 

"  (13.)  Clause  6  proposes  that  the  present  pay  of  12,240  rupees  for  establishment  should 
be  continued.  Owmg  to  the  greatly  mcreased  expense  of  living  in  Bombay,  salaries  have 
within  the  last  year  or  two  increased  fully  100  per  cent.,  and  the  directors  are  of  opinioa 
that  the  maximum  has  not  yet  been  reached.     As  the  bank  are  losers  by  the  present 
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^payment.  Government  will  at  once  see  that  the  directors  could  not  accede  to  their 
proposal. 

**  (14.)  Clause  7  relative  to  the  bank  undertaking  management  of  the  registered  debt, 
is  in  part  answered  by  the  last  paragraph.  The  du-ectors  estimate  that  4,000  rupees  per 
crore  would  not  pay  for  the  required  establishment,  so  that  it  would  be  impossible  for  them 
to  undertake  this  duty  upon  the  terms  proposed,  and  be  responsible  for  any  losses  that 
might  occur  in  the  management,  imless  at  the  risk  of  the  account  proving  a  source  of  loss, 
instead  of  profit. 

'^  (15.)  Taking  all  the  circumstances  into  account,  and  looking  at  the  grave  and  peculiar 
changes  of  the  money  markets  of  the  world  during  the  past  two  years,  and  the  prooability 
of  even  greater  and  graver  changes  within  the  period  of  the  existing  agreement,  the 
directors  are  of  opinion  that  it  would  not  be  prudent  for  them  to  enter  into  a  seven 
years'  agreement  in  January  1865,  which  is  not  to  come  into  real  operation  till  March 
1867. 

"  (16.)  They  would  a^in  respectfully  request  that  Government  would,  even  at  this  late 
period,  place  the  Bank  of  Bombay  on  an  eqiud  footing  with  the  Bank  of  Bengal,  by  placing 
the  treasuries  at  the  places  wnere  branches  have  been  established  as  early  as  possible 
under  the  management  of  the  bank,  and  arranging  for  a  minimum  balance  at  each  of 
them. 

**(17.)  They  trust  that  Government  may  see  fit  to  do  this,  and  the  directors  desire 
respectfully  to  assure  Government  of  their  readiness  to  enter  into  a  fresh  a^eement,  and 
to  carry  on  the  banking  business  of  Government  on  such  fair  and  reasonable  terms,  and 
for  such  a  period  of  years,  as  may  be  agreed  upon  when  the  present  agreement  approaches 
its  termination." 

74.  A  copy  of  the  above  letter  was  forwarded  to  the  Government  of  India  on  the  Ist 
February  1865  (No.  88). 

75.  On  the  24th  June  1865  the  Government  of  India  forwarded  to  this  Government 
copy  of  a  despatch.  No.  88,  dated  7th  April  1865,*  in  which  the  Secretary  of  State  replied 
to  the  letter  addressed  to  him  regarding  the  proposals  made  to  the  banks  of  Bengal^ 
Madras,  and  Bombay. 

76.  The  Bank  of  Bengal,  it  appeared,  had,  on  almost  all  the  questions  of  the  arrange- 
rnent,  agreed  to  the  proposals  of  the  Government  of  India. 

77.  As  it  may  be  useful  to  know  what  points  in  reference  to  the  Bengal  Bank 
remained  undecided,  and  what  where  the  instructions  of  the  Home  Government  on 
those  points,  extracts  from  the  above  despatch  from  Sir  C.  Wood  on  the  subject  are 
subjoined  :— 

"  The  only  points  which  still  remain  undecided  are  the  following : — 

**  IsL — The  mode  in  which  the  average  Government  balance  is  to  be  determined. 

*'  2nd. — The  proposition  of  the  bank,  that  if  the  cash  balance  at  any  of  the  branch 
banks  should  be  insufficient  to  make  a  fair  contribution  towards  the  expenses  of  those 
branches,  the  Government  should  make  such  a  fixed  annual  payment  as  might  be  agreed 
on,  not  exceeding  the  saving  of  cost  to  Government  at  such  place  by  the  bank  taking  the 
business. 

ff  ^rd. — The  amoimt  to  be  paid  for  the  management  of  the  public  debt." 

*^  (3.)  In  regard  to  the  first  point,  the  directors  of  the  bank  appear  to  admit  that 
350,000  /.  is  a  fair  average  balance,  but  they  object  to  gold  mohurs,  small  silver  coins 
and  copper  money  being  included  therein,  and  you  recommend  that,  in  order  to  meet 
that  objection  the  sum  of  450,000/.  should  be  fixed  as  the  maximum  average  balance, 
including  every  description  of  coin  deposited  in  the  bank  by  the  Government.  I  am 
prepared  to  approve  of  an  arrangement  based  on  either  of  the  propositions  specified  in 
your  letter. 

**  (4.)  With  reference  to  the  second  point,  you  observe  that  it  would  be  *  for  the 
advantage  of  the  Government  banks  to  undertake  the  Government  business  at  their 
branch  banks  on  the  ordinary  terms  of  having  the  use  of  the  Government  balances,  and 
that  if  the  Bank  of  Bei^al  declines  to  engage  on  these  terms,  other  banks  would  readily 
undertake  to  do  so,'  and  I  concur  with  you  that  their  proposition  cannot  be  acceded  to. 

'<  (5.)  As  to  the  third  point,  the  bank  is  willing  to  undertake  the  detailed  management 
-  of  that  portion  of  the  registered  debt  paid  in  the  Bengal  Presidency  for  the  annual  remu- 
neration of  4,000  rupees  per  crore,  on  condition  that  this  rate  be  paid  on  a  minimum  of 
30  crores,  that  is,  as  1  understand  it,  that  whatever  the  amount  of  the  registered  debt  may 
be  below  30  crores,  the  bank  should  nevertheless  receive  1,20,000  rupees  for  its  manage- 
ment, and  that  the  fees  levied  for  the  renewal  of  notes,  &a  be  given  to  the  bank. 

"(6.)  As 

*  Together  with  copy  of  a  letter  addressed  by  the  GovernmeQt  of  India  to  the  Bank  of  Bengal  on  the 
IMth  Jane  1865,  No.  1020,  consequent  on  the  receipt  of  Sir  C.  Wood's  Despatch. 
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Government  servants  at  the  cost  €£  2,600  rupees  per  crore*  I  oraieiir 
in  your  opinion  that  a  payment  of  4,000  rupees  per  crore  would  be 
an  ample  remuneration  to  the  bank  for  the  expense  and  risk  of  managt- 
ment. 
'  "  (7.)  The  payment  to  the  Bank  of  England  in  this  country  for  the 

management  of  India  debt  varies  from  300  /.  to  340  L  per  million,  the  last-mentioned  sua 
being  paid  in  respect  of  India  stock,  which  being  liable  to  subdivision  into  small  fiactional 
Aums  involves  very  namerous  transfers  and  a  large  amount  of  labour.  That  arrangement 
was  made  when  the  debt  in  question  only  amounted  to  six  millions,  but  no  prc^MKitioD 
was  made  by  the  Bank  of  Eiigland  as  to  payment  for  a  minimnm  amount. 

^'  (8.)  I  cannot  authorise  your  acceding  to  the  propositaon  of  the 
Bank  of  Bengal,  either  that  the  payment  should  be  made  on  a 
minimum  debt  of  30  crores,  or  that  the  fees  should  be  rec^ved  by 
the  bank  in  ad^tion  to  4,000  rupees  per  crore.  I  will  not,  how- 
ever, object  to  the  bank  receivmg  the  fees  in  addition  to  a  rate  of 
3,500  rupees  per  crore,  which,  according  to  the  average  of  the  last 
three  years,  would  raise  their  remuneration  to  4,129  rupees  por 
crore ;  and  I  also  authorise  you  to  agree,  that  in  the  event  of  the  debt  payable  in  Calcatti 
falling  below  30  crores,  the  remuneration  to  the  bank  shall  be  subject  to  reconsideration. 

*^  (9.)  On  all  other  points  I  approve  of  the  arrangements  which  you  have  made  with 
the  Bank  of  Bengal,  and  I  anticipate  that,  with  the  further  modification  now  refeired  to, 
no  difficulty  wiD  be  found  in  the  completion  of  the  agreement." 

78.  After  observing  that  no  further  steps  could  be  taken  in  r^ard  to  the  Bank  of 
Madras  until  their  reply  to  the  communication  which  had  been  made  to  than  by  die 
Government  of  India  should  have  been  received.  Sir  C.  Wood  stated  in  reference  to  the 
Bombay  Bank : 

^^(11.)  I  regret  that  the  Bank  of  Bombay  should  have  declined  your  propositioiig, 
which  were  similar  in  principle  to  those  made  to  the  Bank  of  BengaL  Oi  course,  no 
further  concession  will  be  made  to  the  Bombay  Bank  during  the  currency  of  the  present 
agreement,  and  before  the  date  of  its  expiration  it  will  be  necessary  to  consider  what 
arrangements  will  be  requisite  to  provide  for  transaction  of  the  Government  Treosttr^ 
business,  and  whether  it  may  not  be  expedient  to  effect  arrangements  with  other  banks.* 

79.  The  Government  of  India  desired  that  the  suggestions  made  in  the  above  para- 
graph (11)  might  be  taken  into  consideration.  A  copy  of  that  paragraph  was  commu- 
nicated to  the  directors  of  the  Bank  of  Bombay. 


Appendix  (A). 

Agreement  with  the  Bank  of  Bengal. 

Memorandum  of  Aorbemsnt  made  and  entered  into  this  twenty-sixth  day  of  September 
in  the  year  of  our  Lord  one  thousand  eight  hundred  and  sixty-one,  between  the  Secretary 
of  State  in  Council  for  India  of  the  one  part,  and  the  Bank  of  Bengal  of  the  other  ptrt 

Whereas  the  Governor  General  of  India  in  Council,  under  and  by  virtue  off  he  pro* 
visions  of  Act  VI.  of  1839  of  the  Legislative  Council  of  India,  on  the  eleventh  of  Febrwry 
one  thousand  eight  hundred  and  sixty-one,  gave  notice,  in  writing,  to  the  Bank  of  Bengtl, 
that  from  and  after  the  expiration  of  twelve  calendar  months,  trom  the  date  of  the  said 
notice,  the  Bank  of  Bengal  and  its  then  powers  and  authorities  would  be  modified,  and  by 
Act  XIX.  of  1861  t^)e  powers  and  authorities  of  the  said  bank  have  beeo  accordingly 
modified,  as  by  that  Act  appears :  And  whereas  at  the  time  when  the  said  notice  was  so 
given  negotiations  and  arrangecnt  nts  were  pending  between  iht'  Governor  General  of  India 
in  Council,  (acting  in  the  premises  on  behalf  of  the  said  Secretary  of  State)  and  the 
Directors  of  the  Bank  of  Bengal,  having  for  their  object  the  transfer  to  the  paid  Bauk  of 
the  business  of  the  Government  Treasuries  at  Fort  William  and  elsewhere  in  the  Presi- 
dency of  Fort  William  and  the  Provinces  annexed  thereto,  and  the  superintendence  and 
management  of  the  said  Bank,  for  the  Government  of  India,  of  the  issue  of  the  then  pro- 
posed Govemnnent  Paper  Currency:  And  whereas  ihe  general  terms  of  the  said  proposed 
arrangement  have  now  been  finally  settled  and  agreed  upon  between  the  Governor  General 
in  Council  and  the  Directors  of  the  said  Bank,  and  by  the  said  Act  of  1861,  the  said  Bank 
have  been  empowered  to  enter  into  an  agreement  in  that  behalf  with  the  said  Secretary^ 
of  State  in  Council :  And  whereas  by  Act  XIX.  of  1861  of  the  Legislative  Council  ot 
India  provision  has  been  made  for  the  issue  by  the  Government  of  India  of  Promissory  Notes 
payable  to  bearer  on  demand :  Now  this  Indenture  uitnesseth  that  for  the  purpose  of  cwry- 
ing  out  the  said  arrangeraenr,  and  in  consideration  of  the  payments  and  co^^enants  ierew- 

after  respectively  mentioned  and  contamed,  and   by,  and  on   the  part  of  the  said  pariiei  to 
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theoe  presents)  respeclively,  to  be  ptid  and  performed,  each  of  them,  the  said  S<»cretary  of 
State  m  CounciJy  and  the  said  Bank  of  Bengal  doth  and  do  hereby^  for  himself  and  them- 
selves, and  his  and  their  respective  successors,  covenant  and  agree  with  the  other  of  them 
and  their  and  his  respective  successors  in  manner  following  (that  is  to  say)  : — 

Firgt. — From  and  after  the  day  to  be  appointed  by  the  notification  mentioned  in  the  2(Kh 
paragraph  of  these  presents,  the  business  of  receiving  and  paying  money  on  behalf  of  the 
Supreme  Government  of  India  and  the  Government  of  Bengal,  heretofore  transacted  at  the 
General  Treasury  at  Fort  William,  shall  be  carried  on  and  transacted  by  the  Bank  of  Bengal, 
subject,  to  the  provisions  of  this  Agreement,  and  to  such  orders  and  directions  with  regard 
to  receipts  and  payments  as  may,  from  time  to  time,  be  given  to  the  said  bank  by  ihe 
Governor  General  in  Council,  or  any  of  the  ofli?ersof  the  Government  of  India  authorised 
in  their  behalf,  and  for  the  purpose  aforesaid,  such  account  or  accounts  shall  be  opened  in 
their  books  by  the  said  Bank  with  the  Government  of  Lidia  and  Government  of  Bengal,  as 
the  said  Government  of  India  shall  from  time  to  time  direct. 

Second. — ^The  cash  balance  now  in  the  general  treasury  shall,  from  and  after  the  day 
appointed  by  the  notificruion  aforesaid,  be  deposited  with  the  Bank  of  Bengal,  who  shall 
also  hereafter  receive  and  hold  for  the  said  Government  of  India  and  Government  of  Bengal, 
respectively,  all  moneys  and  balances  which,  but  for  these  presents,  would  have  been  re- 
ceived or  held  by  the  said  general  treasury;  and  the  bank  shall  transact,  at  their  principal 
office  in  Calcutta,  all  such  business  for  the  Government  of  India  and  Government  or  Bengal 
respectively,  regarding  the  receipt,  collection,  payment,  and  remittance  of  money  and  secu- 
rities and  other  matters,  as  is  usually  transacted  by  bankers  for  tlieir  customers. 

Third. — That  from  and  after  the  day  appointed  by  the  notification  aforesaid,  the  said 
Secretary  of  State  in  Council  shall  pay  to  the  bank  the  actual  costs  tind  expenses  of  pack- 
ing and  shipping  specie  remitted  under  the  preceding  clause,  and  for  which  costs  and  ex- 
penses contingent  bills  shall,  from  time  to  time,  be  submitted  to  the  Civil  Paymaster, 
Fort  William,  for  the  time  being,  and  be  passed  by  him,  on  approval ;  and  the  said  Secre- 
tary of  State  in  Council  shall,  from  and  after  the  last-mentioned  day,  further  pay,  or  cause 
to  be  paid,  to  the  said  bank  the  yearly  sum  of  forty-ihree  thousand  six  hundrtd  and  six 
rupees,  in  full  of  all  costs  and  expenses  attendant  on  the  maintenance  by  the  said  bank  of  the 
establishment  of  clerks  and  servants  necessary  for  the  carrying  on  of  the  said  Government 
banking  account  and  business,  and  the  bank  shall  not  charge  any  inti  rest  nor  comniission 
on  the  said  account,  except  under  such  arrangement  as  in  the  next  following  clause  men- 
tioned. 

Fourth. — That  so  long  as  the  averffge  cash  balance  for  any  month  in  the  hands  of  the 
said  bank,  on  the  said  Government  banking  account,  shall  not  exceed  seventy  lakhs  of 
rupees,  the  said  bank  shall  be  at  liberty  to  use  and  employ  such  balance,  subject  to  the 
provisions  of  their  present  Charter  Act,  or  any  future  Act  relating  to  the  said  bank,  and 
to  appropriate  the  profits  arising  from  such  employment,  without  being  charged  with  any 
interest  in  account :  And  that,  when  and  so  often  as  the  monthly  average  of  such  cash 
balance  shall  exceed  seventy  lakhs  of  rupees,  the  Directors  of  the  said  bank,  for  the  time 
being,  shall  forthwith  either  set  aside  such  excess  or  surplus  in  cash,  to  be  kept  in  reserve 
in  a  separate  cash  room  or  place  of  deposit  on  account  of  the  said  Government  of  India,  or 
shall,  at  the  option  of  the  Directors  of  the  bank,  ioTest  such  excess  or  surplus  on  account 
of  the  Government  of  India,  either  in  the  purchase  of  Gt)vernment  securities  or  railway 
debentures  guaranteed  by  Government,  in  the  name  of  the  Accountant  General,  or  of  sucn 
other  officers  as  the  Governmeni  of  India  shall,  from  time  to  time,  direct,  or  in  the  discount 
of  Government  acceptances  or  other  claims  against  the  Government,  and  so  that  such  surplus 
shall  be  withdrawn  from  employment  as  part  of  the  general  funds  of  the  bank,  and  so  on 
from  time  to  time,  as  often  as  an  uninvested  surplus  cash  balance  above  seventy  lakhs  of 
rupees  shall,  on  the  taking  of  the  monthly  average,  appear  to  be  in  tlte  hands  of  the  bank* 
And  the  said  bank  shall  at  all  times  be  answerable  and  accountable  to  the  Goveinment  of 
India  for  the  surplus  cash  balance  for  the  time  being  so  set  apart  or  invested,  but  shall  be 
entitled  to  draw  and  apply  the  interest  or  dividends  arising  fiom  such  investment,  from 
time  to  time,  to  their  own  use.  But  when  and  so  often  as  the  cash  balance  in  the  hands  of  the 
said  bank  shall,  on  the  taking  of  the  monthly  average,  appear  to  have  been  less  than  fifty  lakhs 
of  lupees  then,  in  addition  to  the  profit  which  the  J^aid  bank  iiiay  acquire  by  the  employ- 
ment of  such  balance,  free  from  interest  as  aforesaid,  an  additional  allowance  or  remunera- 
tion by  way  of  compensation,  shall  be  made  to  the  bank  by  the  payment  by  Government  of 
interest  on  the  difference  between  the  amount  of  the  actual  balance  of  Government  and  the 
sum  of  fifty  lakhs,  the  interest  being  calculated  at  the  average  rate  of  interest  paid  by  the 
pubii:!  on  fixed  loans  during  the  month. 

Fifth. — That  ihe  books  of  account  and  minutes  of  proceedings  of  the  bank  relating  as 
well' to  the  said  Governmeni  banking  account  and  business  as  to  the  general  accounts  and 
business  of  the  bank  shiill,  from  time  to  time,  and  not  less  than  once,  and  not  exceeding 
fou«  times,  in  any  one  year,  be  submitted  to  the  examination  and  audit  of  an  officer  or 
officers  to  be,  from  time  to  time,  appointed  or  authorised  by  the  Governor  General  in  Council 
for  that  purpose,  and  the  report  of  such  officer  or  officers  as  to  the  state  of  the  banking 
account  between  the  Government  of  India  and  the  bank,  or  as  to  the  cash  balances  invested 
or  uninvested  for  the  time  being  in  the  hands  of  the  bank,  or  as  to  any  proceeding  relating 
to  the  said  banking  account  or  business,  shall  first  be  laid  before  the  directors  of  t;je  bank, 
J33.  L4  to 
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to  enable  them  to  furnish  any  explanation  or  further  information  touching  any  of  the  mattere 
referred  to  in  the  report ;  and  such  report,  together  with  the  explanation,  shall  then  be  sub- 
mitted to  the  Governor  General  in  Council,  whose  order,  decision,  or  findings  on  such  repor  t 
shall  be  binding  and  conclusive  on  the  bank. 

Sixth, — That  from  and  after  the  day  appointed  in  the  notification  aforesaid,  an  agency 
of  issue  shall  be  established  at  the  principal  office  of  the  Bank  of  Bengal  as  the  agency  for 
the  circle  of  issue  (of  Calcutta)  under  Act  XIX.  of  1861,  and  that  the  said  bank  shall  and 
wi!l  act  as  agents  for  the  said  Secretary  of  State  in  Council  and  the  Government  of  India,  in 
and  for  the  issue  to  the  public  at  Fort  William,  and  the  circulation  of  the  Grovemment  cur* 
rency  note  estiblished  bv  the  said  Act,  and  in  the  payment  and  cashing  of  sueh  notes,  and 
in  all  things  required  to  be  done  by  such  agents  or  at  such  agency*  under  or  by  virtue  of  the 
said  Act. 

Seventh. — ^Tliat  all  demands  for  the  issue  of  Government  currency  notes  that  shall  be 
made  in  the  circle  of  issue  of  Calcutta,  under  the  9th  Section  of  the  said  Act  XIX.  of  1861, 
may  be  made  at  the  said  agency  at  the  principal  office  of  the  Bank  of  Bengal  at  Calcutta; 
and  that  the  said  bank  shall  and  will,  from  time  to  time,  issue  and  deliver  from  and  at  such 
agency  such  amount  of  the  said  Government  currency  notes  as  may  be  duly  demanded  or 
applied  for  at  the  said  agency,  by  any  person  or  persons,  or  body  or  bodies  corporate, 
desiring  and  entitled  to  have  the  same  issued  under  the  provisions  of  the  said  Act;  and 
shall  and  will  for  that  purpose,  from  time  to  time,  apply  to  the  Head  Commissioner  of  the 
Department  of  Issue,  established  under  the  said  Act,  for  such  Government  currency  ootes 
of  such  denominations  as  shall  be  necessary  to  enable  the  said  bank  to  make  such  issue  and 
delivery. 

Eighth. — That  whenever  the  said  bank  shall  issue  and  deliver  at  and  from  such  agency 
any  Government  currency  notes  under  the  2nd  Clause  of  the  said  9th  Section  of  the  said 
Act,  in  exchange  for  standard  silver  bullion,  or  foreign  silver  coin,  or  under  the  proviso  in 
the  said  section,  in  exchange  for  foreign  gold  coin  or  gold  bullion,  the  said  bank  shall  and 
will,  before  such  issue  and  delivery,  require  the  production  by  the  person  tendering  such 
coin  and  bullion  of  a  certificate  signed  by  the  master  of  the  Calcutta  Mint,  that  such  coin 
or  bullion  has  been  weighed  and  essayed,  and  has  been  deposited  in  the  Mint  to  the  full 
amount  in  value  of  the  notes  so  to  be  issued,  or  shall  otherwise  satisfy  themselves  that  such 
bullion  <»r  coin  to  the  amount  in  value  of  the  notes  so  to  be  issued  at  the  rates  authorised  in 
the  said  clause  and  proviso,  respectively,  has  been  deposited  with  the  said  Department  of 
Issue  to  the  satisfaction  of  the  said  head  commissioner,  according  to  such  mode  as  shall, 
from  time  to  time,  be  directed  with  the  sanction  of  the  Government  of  India  by  the  said 
Head  Commissioner. 

Ninth. — ^That  whenever  the  said  bank  shall  issue  and  deliver  at  and  from  such  agency 
any  Government  currency  notes  under  the  1st  or  3rd  Clause  of  the  9th  Section  of  the  said 
Act  X IX.  of  1861,  in  exchange  for  current  silver  coin  of  the  Government  of  India,  or  for  other 
currency  notes  of  the  Government  of  India,  payable  to  bearer  on  demand,  of  other  amounts 
issued  within  the  said  circle,  or  under  the  proviso  in  the  said  section,  in  exchange  for  gold 
coin  of  full  weight  of  the  Government  of  India^  the  said  bank  shall  carry  the  amount  of  the 
said  current  silver  coin  or  notes,  or  gold  coin  of  the  Government  of  India,  received  by  it  in 
exchange  for  the  notes  so  issued,  to  tiie  credit  of  the  Issue  Department  of  the  said  Govern* 
ment  in  such  account  as  the  said  Head  Commissioner,  with  the  sanction  of  the  Govern- 
ment of  India^  shall,  from  time  to  time,  direct  for  that  purpose. 

Tenth. — That  the  said  bank  shall  not  issue  or  deliver  any  of  the  Government  currency 
notes  provided  and  supplied  to  it  by  the  said  Head  Commissioner  for  the  purpose  of  being 
issued  under  the  said  Act,  except  to  such  person  or  persons,  or  body  or  bodies  corporate,  as 
shall  be  entitled  to  demand  the  same  according  to  the  provisions  of  the  said  Act,  and  shall 
have  complied  with  the  comJitions  of  the  9th  Section  thereof,  or  otherwise  than  according 
lo  the  provisions  of  the  said  Act. 

Eleventh. — ^That  the  said  bank  shall  and  will,  during  the  continuance  of  these  presents, 
pay  and  satbfy  on  demand  to  the  holders  the  amount  of  all  Gt)vcrnment  currency  notes, 
duly  issued  according  to  the  provisions  of  the  said  Act  XIX.  of  1861,  either  in  Calcutta,  or 
in  any  other  circle  of  issue  within  the  Presidency  of  Fort  William  in  Bengal,  which  shall 
be  presented  for  payment  or  convei*sion  into  cash  at  the  principal  office  of  the  Bank  in 
Calcutta. 

Twelfth. — ^That  a  settlement  shall  take  place  at  least  twice  in  every  week,  and  if  "^"''^ 
by  the  bank,  or  by  the  Head  Commissioner  of  the  Issue  Department,  daily  at  the  office  of 
the  bank  in  Calcutta  between  the  bank  and  the  said  Department  of  Issue,  m  respect  oftne 
notes  issued,  the  bullion  or  coin,  and  notes  in  exchange  for  which  the  same  have  been 
issued,  and  the  notes  cashed  or  converted,  under  these  presents,  or  the  said  Act,  by  the 
bank,  and  the  diflfertmce  in  Government  currency  notes,  or  in  cash  and  bullion  (us  the  case 
may  be),  shall  on  such  settlement  be  adjusted,  transferred  and  paid. 

Thirteenth.— That  so  much  of  the  business  of  the  said  Issue  Department  as  sha.ll  from 
time  to  time  be  carried  on  at  the  bank's  office,  shall  be  under  the  direct  control  and  inspec- 
tion of  the  Head  Commissioner  of  the  said  Department  of  Issue.  . 

^  Fourtecnlb* 
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Fourteentli.— That  the  bank  shall,  if  required  by  the  officer  in  charge  of  the  Government 
Issue  Department  so  to  do,  provide  and  keep  a  separate  strong  rooin  or  Rtron<v  box  for  the 
reception  and  safe  keeping  of  all  currency  notes,  coin  and  bullion,  belon<nn°o-  to  the  said 
Issue  Department;  and  such  r»om  or  box  shall  be  under  the  separate  control 'of  «he  siiid 
Issue  Department,  and  its  contents  shall  always  be  kept  separate  from  the  bank  funds  ind 
properly,  and  shall  be  at  the  exclusive  risk  of  the  Government  of  India,  except  in  case  of 
loss  through  the  neglect,  default,  or  misconduct  of  the  bunk  or  any  of  its  officers  or 
servants. 

Fifteenth— That  the  bank  shall  at  any  time  during  ihe  continuance  of  this  a^rreement 
when,  and  if,  required  by  .he  Governor  General  in  Council,  but  not  otherwise,  provide  a 
sufficient  and  convenient  office  for  the  Department  of  Issue  at  Oalcutia,  and  for  the  Head 
Commissioner  of  the  said  office,  upon  the  premises  of  the  said  bank  in  Cal.utta,  at  which 
office  the  raid  Head  Commissioner  shall  and  may  conduct  the  wholo,  or  any  such  part,  of  ihe 
Dusinessof  issue  of  the  said  De,.art«.ent  of  Issue  as  the  Governor  General  of  Indii  in 
Council  may,  from  time  to  time,  direct,  and  that  the  bank  shall  and  will  provide  the  noc^*. 
dmirof  Se  sS'officr'^  establishment  of  clerks  a.id  servants  for  carrying  out  the  current 

Sixteenih.— That  the  whole  responsibility  f  ..r  !o<s  or  damage  that  mav  be  occasioned  hv 
or  arise  m  respect  of,  the  theft  or  loss  of  any  Government  currency  notes  made  under  the 
said  Act  19  ot  1861,  from  and  after  the  time  of  the  said  currency  notes  bSnt  deiive  ed 
from  the  said  Department  of  Issue  to  and  at  the  said  bank,  for  issue,  or  to  anrserv.nt  nr 
a,ent  of  the  said  bank  for  deliver)-  to  the  said  bank  for  iss'ue.  and  the  'iori^ponlibi Ury 
for  any  loss  or  damage  that  may  be  occasioned  in  respect  of  the  wron<rful  pavment  ex 
change,  or  (^atufaction,  through  mistake  or  otherwise,  at  or  by  the  said  bank  of  any  Govern 
ment  cur.ency  notes,  which  ought  not  to  be  paid,  exchanged,  or  satisfied,  or  of  any  for^red 
or  spurious  notes  purporting  to  be  Government  currency  notes,  or  in  respect  of  the  foi4rv 
or  alteration  of  any  Government  currency  notes,  or  in  respect  of  any  error  or  mistake  Am 
m.ttcd  by  the  said  bank,  or  by  any  of  its  officers  or  agent's  in  conducl^^AlS  a"  e.  cy  af^el 
said,  althoi^h  the  same  shall  have  been  conducted  under  the  control  fin's  inspection  of  the 
8a,d  Head  Commissioner  ot  the  Issue  Department,  shall,  as  between  the  said  Secretary  of 
State  lor  India  1.1  Councd  and  the  said  bank,  rest  solely  and  entirely  wah,  and  shall  be 
borne  by  the  said  bank,  who  shall  have  no  claim  upon  the  said  Secretary  of  State  iu 
Council,  for  compensation  or  indemnity  for  and  in  respoct  of  any  such  loss. 

Seventeenth —That  as  and  by  way  of  remuneration  to  the  bank  for  ti.eir  conductin<r 
as  aforesaid,  the  said  agency  for  the  issue  of  the  Government  paper  currency  and  fo^ 
cashing  and  converting  such  notes  after  issue,  the  bank  shall  be  entitled  to  charge  the 
said  Secretary  of  State  m  Council  with  a  commission,  calculated  at  the  rate  of  three-fourths 
per  cent,  per  annum,  on  the  daily  average  amount  of  Government  currency  notes  out- 
standing  and  m  circulation  through  the  said  agency  of  the  bank  at  Calcutta,  and  which 
commission  may  be  debited  to  the  said  Secretary  ol  State  in  Council  in  the  said  bankin" 
accou,.t_  between  the  Government  of  India  and  the  bank,  the  amount  of  such  cost  to  bS 
established  (it  required)  to  the  satisfaction  of  the  officer  for  the  time  beincr  inXrge  of 
tne  said  issue  department.  "       ».».»•  50  «• 

Eighteenth.— That  in  case  a  separate  office  shall  be  provided  by  the  said  bank  for 
the  said  Head  Commissioner  of  Issue,  upon  the  requisition  of  the  Governor  General  in 
Council,  under  the  14th  clause  of  these  presents,  the  bank  shall  also  be  paid  by  the  sa  d 
Secre  ary  of  State  in  Council  the  cost  of  providing  such  sepa.ate  office  and  of  any  especial 
establishment  that  may  be  provided  for,  and  any  special  expense  incurred  by  the  baSk  in 
respect  of  the  same.  ^ 

h.^i''^uT^'^^J^^T  'k°*  "u^i'"'*  *'"""S  ^^^  «°"«°"«nce  ..f  this  agreement  the  said 

rin      r  I  '5  ?  branch  office  at  any  town  or  place  other  than  ^Calcutta,  and  the 

Governor  General  of  India  m  Council  shall  offer  to  ihc  directors  of  the  said  bank  for  the 

time  being,  and  the  said   Directors  shall  on  behalf  of  the       3   ,,  ^^.  ..„  „,..,. .       .    ,  " 

bank  accept  the  business  of  bankers  to  the  Government   jn«t1^irre^=teSl'^S^^^^^^ 

of  India  for  the  district   or  locality  within   which  such    ^»ks  when  the  ground  is  in^pied.    bm  When  otto  ta^ 

branch  shall  be  established,  or  the  business  of  issuinir    f/Ji?  ^k"'''''k'*^?*  ^"^  "'•  P'**'''"^^' B»°k  *Wnk»  *t  *<>  «- 

and    circulating  the  Government  paper  currency  withiS    Se^b^'r.\n^4^°=,':iarif4%t^^ 

such   district  or  locality  then    and  m  every  such  case,       5.  M  itbecle.rth.tthe  intere,tonthe.v3^bLee  « 

me  business  so  arranged  to  be  taken  up  and  performed    wchpliwe  i«  not  enough  to  make  .  fur  contribution  towwdsthe 

by  the  said  bank  shall  be  carried  on  under  and  subject    "P*"?"  "'*'«' ^'"''•B.nlc,  the  Government  will  give  such  fixed 

to  the  provisions  Of  this  agreement,  and  on   the  basij  of   tr^sa^/o^rr^^^^^^ 

the  clauses  cited  m  the  margin,  being  the  3rd   and  5th    taking  itT business.  ^    ^^^  ^^  ^^^  ""^ 

paragraphs  of  the  Government  memorandum  of  the  20th  of  March  1861,  relating  to  the 

estabhshment  of  such  branch  bank,  except  in  so  far  as  the  provision  of  this  ao?e«ment 

?l       ^5^  said  clauses,  may  be  modified  or   altered   by    any    special  agreement  which 

the  said  Secretary  of  State  in  Council,  through  the  Governor  General  of  India  in  Council 

may,  from  time  to  time,  enter  into  with  the  said  bank  in  reference  to  the  business  so  to 

be  carried  on  at  the  particular  branch  bank." 

Twentieth.— That  this  agreement,  and  the  powers  and  authorities  herein  contained,  and 

tne  covenants  hereby  entered  into,  shall  come  into  operation  from  and  after  a  day  to  be 

'33-  M  fixed 
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fixed  by  the  Governor  General  in  TouBcil,  by  notification,  in  that  belialf,  whlcb  hhall  be 

Sublished  in  the  "  Calcutta  Government  Gazette  "  within  uix  calendar  months  from  the 
ate  heieof,  and  continue  lor  the  term  ol*  five  years  from  this  date,  at  the  expiration  of 
tihicb  time  tkie  same  shall  and  may,  by  notice,  in  writing,  from  the  Governor  General  in 
Council  to  the  Directors  of  the  said  bank  for  the  time  being,  be  renewed,  with  or  without 
any  n.odifications,  as  may  be  agreed  on  between  the  Governor  General  in  Council  and  iht 
said  Directors. 


Appendix  (B.) 

(No.  168,  dated  16  September  186^.) 
From  the  Right  Honourable  the  Secretary  of  State  for  India  to  his  Excellency  the  Ri^^^ht 
Honourable  the  Governor  General  of  India  in  Council,  Financial  Department. 

1.  i  UAve  received  and  considered  in  Council  your  financial  letters  dated  the  25th  March, 
2Tst  and  31st  May,  and  3rd  Juljr  1862,  Nos.  61,'  71,  80  and  99. 

2.  Thesi*  letters,  together  with  the  previou**  correspondence  with  your  Government, 
may,  1  conclude,  be  regarded  as  furnishing  tolerably  full  information  relative  to  your 
arraogetiitnts. 

iBt.  For  transferring  to  banks  in  India  a  considerable  portion  of  the  business  hitherto 
transacted  at  the  Government  Treasuries;  imd 

2n(lly.  For  introducing  a  paper  currency  into  India. 

3.  These  subjects  are  totally  distinct  in  their  character,  and  I  was  most  anxious  to  keep 
tliem  altogether  sepai ate,  but  they  have  been  mixed  up  to  a  consis/erable  extettt  in  the 
measures  which  you  have  ad(»pted  or  proposed,  and  still  more  so  in  Uie  views  contained 
in  many  passai^es  of  the  papers  received  from  your  Government. 

4.  I  t:hall  endeavour,  in  the  observations  which  I  have  to  make,  to  keep  them  as  distinct 
as  possible. 

5.  I  will  first  advert  to  the  arrangements  as  to  the  cransfer  of  Govemmtmt  business  to 
the  bankic. 

6.  I  have  concurred  in  your  proposal  to  make  use  of  the  agencv  of  the  banks  of  Bengal, 
Madras,  and  Bombay,  for  this  purpose. 

7.  I  observed,  in  my  Financial  Despatch  of  the  8th  April  1862,  No.  56,  that  the 
remuneiation  which  yon  have  agreed  to  give  them  seemed  to  be  excessive.  The  banks 
were,  however,  entitled  to  compensation  for  the  loss  of  their  existing  circulation,  anil  as  the 
arrangement  is  made  an<t  is  to  last  only  for  five  years,  I  will  make  no  further  remark  on  this 
point. 

8.  You  have,  moreover,  also  conceded  to  tliem  two  indirect  advantage** : 

1st.  The  bank  is  relieved  from  the  obligation  to  hold  one  quarter  of  its  liabilities  in 
specie. 

2nd.  They  are,  <br  the  first  time,  allowed  to  deal  in  foreign  exchanges.  I  shall 
defer  my  observations  on  both  of  these  points  till  after  I  have  adverted  to  the  currency 
arrangement. 

9.  The  two  important  questions  as  reijards  the  currency  are — 

Ist.  The  principle  on  which  the  issues  of  paper  are  to  be  regulated  ;  and 
2nd.  The  a<^ency  to  which  the  management  of  the  issues  is  to  be  eniru^ted,  so 
as  to  obtain  the  be>t  security  for  the  steady  maintenance  of  the  principle  of  issue. 

10.  The  principle  for  the  reg'dation  of  the  issues  contained  in  the  Minute  of  Mr.  Wilson, 
which  was  tiansmitted  to  me  in  a  Financial  Letter  from  the  Governor  General  dated  the 
29th  December  1859,  No.  2,  was  that  notes  should  be  issued  to  the  extent  of  three  times 
the  amount  of  the  reserve  of  specie.  This  principle  was  disapproved  in  my  Financial 
Despatch  of  the  26th  March  1860,  and  I  desired  that  what  I  believed  to  be  the  sound 
principle  should  be  adopted,  i.  e.,  that  with  a  fixed  amount  of  notes  issued  on  security.  ^I'l 
the  remainder  must  be  issued  only  on  specie  deposited  wiih  th^  Department  of  Issue. 
This  principle  was  embodied  in  the  Act,  No.  XIX.,  of  1861,  "  to  provide  for  a  Government 
Paper  Currency,"  and  has  received  the  full  approbation  of  Her  Majesty's  Govemaient. 

1 1.  As  regardls  the  agency  for  the  management  of  the  currency,  you  have  departed  widely 
from  the  plans  proposed  by  the  Government  of  India  in  1869,  and  which  had  been  entirely 
•ipproved  by  Her  Mnjesty's  Government 

12.  I  have  seen  no  reason  to  change  the  opinions  on  this  sul)ject  which  were  conveyed 
to  you  in  my  Despatch  of  26th  March  1860,  No.  47,  and  in  my  further  Despatches  on  the 
tame  subject  1  ais»pprove  of  the  manner  in  which  you  have  arranged  to  make  use  of  tl»e 
agency  of  banks  for  the  purpose  of  ihe  currency,  and  I  do  not  think  that  you  have  made 
auflScient  provi^^ion  ft)rthe  conversion  of  the  notes  beyond  Calcutta.  , 

13.  In  both  respects  the  safety  and  success  of  the  measure  seem  to  me  to  be  endangered 
by  your  plan* 

14.  The  proposals  of  Mr.  Lushington  and  of  Mr.  Wilson,  both  of  wfaidi  were  recom- 
n)ended  by  the  Government  of  India,  contemplated  only  Government  agency,  and  this  new 
was  distinctly  and  repeatedly  sanctioned  by  Her  Majesty's  Grovernment 

15.  In  Mr.  Lushington's  note  of  April  1859,  he  suggested  a  plan  for  an  issue  of  paper  m 
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three  or  four  large  circles  in  Bengal  and  ihe  Upper  Provmces  oi  ImJia,  to  be  managed  by 
officers  of  Government. 

16.  In  his  Minute  dated  the  25th  December  1859,  Mr.  Wilson  expressed  his  conviction 
that  the  "only  means"  by  which  a  note  ciiculation  could  be  extensively  applied  txy  India^ 
and  nade  a  leual  tender,  was  through  the  agency  of  the  Govrrnnienr.  He  proposed  that 
an  establishment  should  be  provided  in  connection  with  the  Miut»  and  should  consist  of  a 
currency  c  ommissiou  at  Calcutta,  its  functions  being  confined  to  the  manufacture  of  note* 
and  to  tlie  exchange  of  notes  for  coin  and  bullion,  and  that  Bengal  and  the  Upper 
Provinces  should  be  divided  into  curiency  circles,  with  such  stations  as  Benares, 
Allahabad  and  Delhi,  as  their  centres,  a  deputy  commissioner  biing  appointed  for 
each  circle.  The  notes  were  to  be  dated  from  the  centre  of  the  circles  in  which  they 
were  issued,  and  lo  be  payable  at  Calcultu  as  well  as  at  the  place  of  issue.  The  notes 
were  10  be  le<»jil  tender,  and  rectivable  at  the  Government  treasuries  in  payment  of  taxrs. 

17.  Of  this  part  of  Mr.  Wilson's  plan  the  approval  of  Her  Majesty's  Government  was 
conveyed  in  my  Financial  Despatch  to  the  Government  of  India,  dated  the  26th  March 
1860,  ^'o.  47  (quoted  in  the  margin),*  and  it  was  therein  stated  that  the  connection 
between  the  paper  issues  and  ihe  Mint  could  not  be  too  close,  or  be  made  t^o  apparent. 

18.  The  nportofthe  select  committee  of  the  Council  of  the*  Governor  Geneial  on  the 
Bill  uas  subsequently  sent  home,  and  the  Financial  letter  from  the  Government  of  India, 
dated  the  8th  March  1861,  No.  36,  forwarded  acopy  of  the  Bill  as  settled  in  committee  of  the 
whole  council,  together  with  the  several  Minutes  of  the  members  of  the  Government  thereon. 

19.  In  Mr.  Laing's  M'uute  it  was  stated  that  he  considered  that  the  best  agency  for 
issuing  and  paying  the  notes  would,  generally,  be  that  of  the  existing  banks,  wherever 
they  had  establishments,  or  miglitbe  disposed  to  open  branches;  and  that  arrano:ements 
were  pending  for  transferring  to  the  Bank  of  Bengal  the  cash  balances  and  part  of  the  business 
hitherto  transacted  at  the  tieasuries  of  the  Government,  arrangements  which,  he  thought, 
miuht  with  great  advantage  to  the  G«)Vemment  be  extended  to  other  banks  and  presidencies. 

20.  Mr.  Beadon  was  in  favour  of  making  use  '* entirely  of  Government  agency  for  the 
issue  of  notes.'' 

21.  The  Government  of  India  expressed  no  oj.inion  on  the  subject 

22.  In  my  Financial  Despatch,  dated  the  2nd  May  1861,  No.  76,t  in  relerring  to 
passag<^s  ia  the  report  of  the  committee  and  in  the  minutes  of  the  members  of  your 
Government,  I  expresseil  very  decidedly  the  opinion  of  Her  Majesty's  Government,  that  the 
isdue  of  notes  should  be  kept  quite  apart  from  any  banking  establishment. 

23.  I  cannot  understand  how,  with  full  knowledge  of  all  the  previous  corresponrlence, 
and  with  the  passages  quoted  in  the  margin  taken  in  connection  with  that  correspondence, 
it  could  be  suppos^  that  I  had  given  any  sanction  to  the  employutent  of  the  banks  as 
agents  of  the  Government  for  the  issue  ot  the  notes,  or  of  any  connection  of  the  functions 
of  banking  and  currency  in  one  establishment. 

24.  I  did  not  prohibit  in  as  many  words  the  employment  of  banks  by  the  Government  as 
the  agents  of  issue,  because  I  never  supposed  that  such  a  deviation  from  the  consistent  and 
uniform  view  contained  in  the  Despatches  from  and  to  India  of  the  proper  course  to  be  taken  in 
this  respect  would  have  been  made  before  being  submitted  to  me  for  my  opinion  and  instructions. 

25.  It  is,  I  believe,  essential,  in  order  to  ensure  an  adherence  to  the  estabFished 
principle  of  issue,  that  it  should  not  be  left  in  the  hands  of  a  bank. 

26.  The  sound  principle  ol  icsue  may  he  said  to  have  been  established  before  the  Com- 

mittees 

*  FiDaiJcial  Despatch  to  India,  dated  the  26th  l^Iarch,  1860,  No.  47. 

^*  Par.  6.  Her  Majesty's  Government  are  of  opinion  that  in  India  the  agency  for  providing  and  main- 
taining a  paper  circulatTon  can  best  be  condnctecl  by  tha  Government. 

^  Par.  9«  Mr.  Wilson  very  properly  stpanncs  a]t<%etber  the  proposal  for  introducing  a  paper  circulation 
in  India  from  the  eonaideration  ot'  establaalung^  any  banking  corporation  there.  It  cannot  be  too 
generally  or  too  clearly  understood  that  it  is  the  intention  of  Her  Majesty's  Government,  in  sanctioning 
the  introduction  of  a  circulation  of  Government  paper,  to  keep  it  entirely  and  altogether  distinct  and 
separate  from  any  banking  operations  whatever.  What  is  to  be  done  by  the  Government  establishment 
in  India,  is  simply  what  is  done  by  the  issue  department  of  the  Bank  of  £agland,  viz.,  to  ex ehange  notes 
for  haUion  and  cmn,  and  vieevendy  Qt  notes  of  one  denomination  for  those  of  another. 

<^  Par.  10.  Her  Majesty's  Govemaent  are  of  opinion  that  the  proposed  establishment  of  a  currency 
commission,  the  members  thereof  to  be  appointed  by  the  Governor  General  in  Council,  but  not  to  he 
removable  except  with  the  concurrence  of  the  Secretary  of  vState,  their  fliDctions  to  be  strictly  defined  by 
an  Act  of  the  legislature,  with  commissioners  at  Madras  and  Bombay,  and  deputy  commissioaen  in  fiMti 
of  the  currency  circles  into  which  it  ia  proposed  that  the  c<fnntry  should  be  divided,  is  well  calculated  to 
effect  the  object  in  view.  They  also  approve  of  the  intimate  connexion  which  Mr.  Wilson  contemplates 
between  the  Mint  and  the  management  of  the  paper  issues,  and  they  think  that  this  connexion  cannot  bo 
t^  dose,  or  be  made  too  apparent*" 

t  <^  Par.  29.  It  iapj^videdby  Clause  1X»  that  netea  shall  be  issued  by  the  commissioner  to  any  person;  in 
excbai^e  for  silver  bullion  or  coin,  at  the  prescribed  rate,  exactly,  I  presume,  as  silver  coin  would  new  be 
issued  m  exchange  for  bullion.  I  suppose  that,  under  the  arranaement  proposed,  the  notes  oi  the  Bank  of 
Bengal  being  by  a  given  day  withdrawn,  Government  notes  win  be  issued  to  the  bonk  as  to  any  other  per- 
son, in  exchange  for  bnllion  or  coin,  and'th'at  the  baak  will  then  use  theeetiiotes  pi^oieely  at  it  has  liitlicvto 
used  its  own  notes;  if  this  be  what  is  intended,  I  do  not  see  for  what  they  a»e  to  recaire  a  certain 
payment. 

*'  Par.  3T.  You  hare  provided  for  the  creation  of  deputy  commiBsIontfrr  of  isstre  in  the  different  Presi- 
dencies, and  you  have  very  properly  giveil^  the*  G*ovemnieDt  the  power  of  establishing,  eaJargiag,.  and 
altering  circles  of  issue  in  an;^  part  ot  India,  and  I  see  no  reason  why  this  power  should  not  be  exercised 
by  establishing  deputy  commissioners  of  issue  in  large  towns  which  you  may  deem  to  be  the  most  buitable 
centres  of  issue. 

''  Pa&d3i  The  anaying  of  tber  bnllktt  msttu  be- dene*  hy  ike  Mini,. and  I da^  na*  nBdi»sita»d  hew  the 
verification  of  the  notes  can  be  entrusted  to  any  but  a'Govtanntnt  ofiiael^^'       , 
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niittees  of  the  two  Houses  of  Parliament  that  sat  in  1841,  and  was  enrorced  by  the  Act 
of  1844. 

27.  The  issue  of  note"*,  however,  was,  from  a  regard  to  existing  interests  and  long  usa^e, 
continued  at  the  Bank  of  England,  ihough  in  a  j^eparate  department,  and  subjectedto 
regulations  which,  if  adhered  to,  would  have  maintnined  ihe  recognised  principle, 

•28.  Twice,  however,  since  1844  the  demands  on  the  discount  brmich  of  the  bankinor 
depiirtment  have  been  such  that  the  Government  has  been  driven  to  authorise  the  bnnk 
to  depart  from  the  recognised  principle  of  issue,  to  infrinije  the  legal  restriction,  and  to  issue 
notes  beyond  the  iinioimt  which  ihe  specie  in  the  issue  department  warranted. 

29.  Such  a  demand  could  not  have  been  u.ade  on  a  department  of  Government  merely 
exchanging  notes  lor  specie  and  specie  for  notes. 

30.  'ihe  experience  thus  acquired  has  shown  tliat  the  best,  if  nut  the  only,  mode  of 
ensuring  adherence  to  the  established  principle  of  issue  is  by  totally  separating  the  issue 
from  uny  banking  establisiunent. 

31.  It  was  a  strong  conviction  of  this  that  guided  Her  Majesty's  Government  in  the 
measures  which  were  sanctioned  for  establishing  a  paper  currency  in  India,  where  there 
were  no  long  established  interests  or  usages  in  existence.  They  believed  it  to  be  wise  to 
entrust  to  Government  agency,  and  to  Government  agency  uloue,  the  issue  of  paper,  as 
well  as  of  metallic,  money,  combining,  as  far  as  possible,  both  measures  in  the  saine 
department  of  Government,  and  to  leave  to  banks  only  the  exercise  of  legitimate  bankiog 
functions. 

32.  That  notes,  however,  issued,  should,  to  a  great  extent,  be  brought  inJo  circulatioa 
through  the  banks  always  appeared  to  nif  to  be  the  natural  and  inevitable  course  of  thiols, 
and  1  stated  as  much  in  paragraph  41  of  my  Financial  Despatch  of  the  2nd  May  1861, 
No.  75.*  1  did  not  confine  my  observation  to  hanks,  but  included  all  tradeis  for  the 
transaction  of  whose  bu>iness  the  use  of  notes  mi^ht  aflford  great  convenience. 

33.  All  money,  whether  coin  or  paper,  is  mainly  broui^ht  into  circulation  by  (he 
operations  of  traders,  and  princif)ally  of  bankers.  This  would  be  the  case  more  especially 
when  there  were  existing  banks  whose  power  of  is-ue  wua  taken  away.  The  only  notes  in 
circulatit;n  in  Bengal  were  those  of  the  Bank  of  Bengal.  Those  notes  had,  on  their  first 
issue,  taken  the  place  of  coin,  which  would  otherwise  have  been  required  for  carrying  on 
the  business  of  the  bank,  and  when  the  notes  of  the  Bank  of  Bengal  were  withdrawn,  the 
notfs  of  the  Government  must,  as  a  matter  of  course  (of  necessity  1  may  almost  say),  take 
the  place  of  the  notes  of  the  Bank  of  Bengal. 

34.  In  this  sense,  I  always  contemplated  that  it  was  through  the  banks  that  paper  money 
would,  to  a  great  extent,  be  brought  into  circulation,  but  tliis  would  be  effected  by  the  banks, 
not  as  agents  for  Government  in  respect  of  the  currency,  but  in  the  exercise  of  their 
legitimate  banking  functions. 

35.  With  regard  to  the  practical  arrangements  for  tite  is-ue  of  notes  at  Calcutta,  I 
understand  you  to  have  provided  for  the  issut*  of  notes  in  exchange  for  specie  at  the  Mint 
at  Calcutta.  I  am  of  opinion  that  the  office  of  the  Commssioner  of  Issue,  and  the 
reserve  of  coin,  as  well  as  the  means  of  verifying  the  notes,  should  be  established  at  the 
Mint 

36.  It  is  >carcely  practicable  to  give  you  directions  as  to  what  precise  steps  should  be 
taken,  but  you  will  distinctly  understand  that  the  principle  to  be  acted  upon  is,  as  fur  as  is 
consistent  with  actual  engagements,  to  separate  all  connection  between  the  bank  and  the 
issue  of  paper  money,  and  ultimately  to  constitute  the  Mint  the  sole  place  at  Calcutta  for 
the  issue  of  paper,  as  well  as  of  coined  money. 

37.  With  regard  to  notes  in  other  parts  of  the  country,  there  would,  according  to  your 
proposed  arrangements,  be  no  place  but  Calcutta  where  coin  could  be  legally  demanded 
for  them,  and  as  the  cash  balances  of  the  Government  treasuries  are  to  be  handed  oyer 
to  the  banks,  who,  by  a  further  part  of  your  arrangement,  are  relieved  from  the  necessi^ 
of  holding  any  proportion  of  their  liabilities  in  specie,  it  seems  to  me  that  there  is 
no  certain  provision  for  the  convertibility  of  the  notes  in  places  beyond  Calcutta.  Her 
Majesty's  Government  consider  it  indispensable  for  the  success  of  the  measure  that 
there  should  exist  in  certain  important  places  throughout  the  country  the  power  of 
demanding  coin  for  notes,  and  it  was  with  a  view  to  this  object  that  the  creation  of  circles 
was  proposed. 

38.  Such  an  arrangement  of  circles  in  fact  exists  in  England.  At  the  branches  of  the 
Bank  of  England  at  Manchester,  Bristol,  Leeds,  &c.,  notes  are  issued  bearing  the  name 
of  the  place  of  issue,  payment  for  which  in  gold  may  be  demanded  at  the  place  where 
they  are  issued,  as  well  as  in  London,  but  cannot  be  demanded  at  the  other  branches. 

S9.  This  latter  provision  is  necessary  as  a  protection  against  an  unforeseen  run  on  any  one  of 
the  branches,  but  practically  the  notes  issued  by  any  one  of  these  branches  are  cashed  at  any 
other,  as  well  as  in  London,  a*  d  the  uniformity  of  the  Bank  of  England  currency  throughout 
England  is  not  affected. 

40.  A  similar  arrangement  was  contemplated  for  India  in  the  formation  of  circles.  It 
was  intended  that  notes  of  the  Government  of  India  should  be  issued  not  only  at  Calcutta, 

•^  but 

•  <<  I  eta  quite  undentand,  however,  that  the  notes  may  be  more  readily  brought  into  oircolation  through 
the  medium  of  bankers,  or,  indeed,  of  other  traders.'^ 
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but  at  Lahore,  Lucknow,  and  other  places,  as  the  centres  of  circles,  similar  in  all  respects  to 
notes  idEued  at  Calcutta,  but  bearing  on  them  the  name  of  the  place  where  they  were  issued, 
and  for  which  payment  in  coin  could  only  be  legally  demanded  at  the  place  of  their  issue, 
or  at  Calcutta.  The  Lahore  or  Lucknow  stamp  on  a  note  would  sive  it  additional  currency 
in  its  own  neighbourhood,  and  the  cases  of  notes  being  carried  to  distant  parts  of  India  would 
probably  not  be  to  a  very  great  extent. 

41.  It  miiiht  be  possible  that,  in  order  to  shake  the  credit  of  the  Government  for  some 
political  purposes,  an  extraordinary  number  of  notes  might  be  presented  for  pyament  at 
some  one  branch,  as,  for  instance,  at  Lahore.  In  such  a  case,  the  power  of  refusing  to  cash 
a  note  issued  elsewhere  as  at  Lucknow  would  afford  a  ptotection  to  Government;  but  in 
all  ordinary  cases,  a  Lucknow  note  would  be  cashed  at  Lahore,  and  vice  versd. 

42.  V^  Imt  the  number  of  circles  should  be  can  be  best  decided  by  your  Government,  with 
the  local  knowlege  at  your  command ;  but  it  does  not  appear  how  more  than  a  very  few 
large  circles  could  be  required. 

43.  I  desire,  therefore,  that  deputy  Commissioners  may  be  appointed  in  such  large  towns 
as  you  may  decide  upon,  and  be  empowered  to  exchange  noies  for  coin,  and  vice  versd.  It 
should  not  be  obligatory  by  law  for  the  Government  officers  at  any  one  of  these  places  to 
give  coin  (or  notes  stamped  or  Issued  at  other  places,  but  in  practice  he  should  give  it,  if  the 
coin  in  his  possession  would  enable  him  to  do  so. 

44.  1 1  should  be  obligatory,  however,  to  give  coin  for  all  such  notes  at  Calcuit*v  as  well 
as  at  the  place  of  issue. 

45.  If,  as  I  anticipate,  the  convenience  of  paper  money  shall  be  appreciated  in  India,  it 
will  be  Tor  the  interest  of  the  banks  to  use  the  notes  so  as  to  dispense  with  the  encumbrance 
of  large  weights  of  silver,  and  with  that  object  to  obtain  them  from  the  Commissioners  or 
Deputy  Commissioners  of  Issue,  and  to  keep  them  in  circulation  by  cashing  them  in  small 
amounts. 

46.  It  is  not  by  the  notes  being  actually  converted,  but  by  general  confidence  in 
their  convertibility,  in  CHse  of  need,  and  by  their  being  receivable  at  all  the  Government 
treasuries,  that  I  anticipate  the  notes  becoming  part  of  the  ordinary  circulation  of  the 
coumry. 

47.  I  apprehend  nothing  more  is  necessary  to  ensure  an  uniform  currency  throughout  the 
Presidency  of  Bengal. 

48.  I  have  no  wish  to  make  any  attempt  to  force  the  circulation  of  notes,  which  attempt 
would  assuredly  and  deservedly  fail.  I  wish  to  afford  to  the  people  of  India  the  convenience 
of  a  circulation  of  notes,  and  I  believe  that  an  intelligent  community  will  be  sufficiently 
alive  to  the  convenience  of  them,  to  be  ready  to  avail  themselves  of  the  advantages  thus 
placed  within  their  reach. 

49.  I  must  now  advert  to  a  material  point  in  connection  with  the  privileges  conceded  to 
the  Banks  of  Bengal  and  Madras,  and,  I  suppose,  of  Bombay,  viz.,  the  power  of  dealing  in 
foreign  exchanges. 

60.  Ii  appears  to  Her  Majesty's  Government  to  be  very  objectionable  10  allow  banks  so 
intimately  connected  with  the  Government  as  these  banks,  and  which  are  entrusted  with 
the  custody  of  the  Government  balances,  to  deal  in  foreign  exchanges.  The  Bank  of 
England  does  not  transact  business  of  that  description,  which  is,  in  fact,  not  banking,  but 
speculative  commercial  business. 

61.  By  clause  6  of  Act  XXVII.  of  1855,  the  Bank  of  Bengal  was  authorised,  according  to 
the  instructions,  and  at  the  risk  of  their  constituents,  to  remit  the  principal,  interest,  or 
dividends  of  Government  securities  by  public  or  private  bills,  whether  payable  in  India  or 
not,  and  to  do  all  acts  necessary  or  proper  for  the  purpose  of  making  such  remittances ;  but 
the  power  to  deal  in  foreign  exchanges  was  not  necessaiy  for  that  purpose. 

62.  The  question  of  giving  a  power  to  deal  in  foreign  exchanges  to  the  Bank  of  Bengal, 
which  is  now  proposed,  was  formerly  and  on  different  orcvisions  considered,  and  that 
power  Wi<s  always  withheld.  It  is  still  more  objectionable  to  give  it  when,  as  proposed  by 
you,  the  business  of  issue  is,  in  a  greater  or  less  degree,  connected  with  the  business  of  the 
bank. 

63.  Any  bank  to  which  the  balances  and  treasury  business  of  the  Government  are  to  be 
entrusted  must  be  restricted  to  legitimate  banking  operations,  such  as  those  transacted  by 
the  Bank  of  England,  or  by  the  Bank  of  Bengal,  as  heretofore  constituted. 

64«  This  precaution  is  indispensable,  for  it  cannot  be  conceived  that  a  failure,  on  the  part 
of  the  bank  entrusted  with  the  business  of  Government,  to  cash  a  Government  note  or  bill, 
or  to  pay  any  legal  demand  on  the  Government,  would  be  held  by  the  native  community 
to  affect  only  the  credit  of  the  bank.  Her  Majesty's  Governnjent  consider  that  any 
such  occurrence  would  inevitably  be  regai*ded  as  a  failure  on  the  part  of  the  Government 
itself,  and  the  utmost  care  must  be  taken  to  guard  against  the  possibility  of  such  a  con- 
tingency. 

66.  I  must  desire,  therefore,  that  you  will  not  conclude  the  arrangement  which  you  were 
about  to  make  with  the  Bank  of  Agra,  which  deals  in  foreign  exchanges,  and  Her  Majesty's 
Government  cannot  sanction  the  concession  which  you  have  made  to  the  Bank  of  Bengal  of 
allowing  it  to  dt-al  in  those  exchanges.  I  have  not,  however,  advised  Her  Majesty  to  dis- 
allow the  Act  IV.  of  1862,  which  given  effect  to  your  intention  in  this  respect,  in  order  to 
give  you  an  opportunity  of  making  provision  for  the  other  objects  of  the  Act. 

56.  Her  Majesty's  Government  are  fully  sensible  of  the  advantages  that  would  probably 
arise  from  the  extension  of  banking  arrangements  throughout  India^  but  they  cannot  see 

133.  M  3  that, 
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.that^  in  order  to  attain  this  end,  it  is  necessary  to  entrust  the  currency  biisiness  to  the  banks. 
,They  consider  that  the  esiablishnient  of  banks  or  branches  in  connection  with  GovernmeQt 
treasury  business,  in  large  towns  ihroughoiit  India^  will  materially  fuither  this  object 
They  believe,  also,  that  those  establishments,  in  the  tiansnction  oi'  their  proper  banking 
business,  vrill  afford  great  facilities  for  the  introduction  of  the  paper  circulation,  as,  on  the 
other  hand,  the  paper  circulation  will  give  great  facility  for  the  banking  arrangeracuts. 

67.  Mr.  Wilson  truly  observed  that  bis  scheme  of  currenry  was  not  inconsistent  with  the 
establishment  of  a  large  bank  like  the  Bank  of  England.  It  certainly  appears  to  be  prefer- 
able that  the  arrangement^i  of  Governaieni  should  be  made  with  one  gieat  bank,  witli 
Governmt^nt  directors,  cognizant  of  all  iis  transactions,  because  in  that  case,  a  certain  cootrol 
of  Government  would  be  exercised,  through  the  Government  directors,  over  all  the  pro* 
ceedingj;  of  the  bank,  in  its  branches^  as  well  as  at  Calcutta. 

58.  You  have  not  stated  on  what  ground  you  have  relieved  the  bank  from  the  necessity 
of  holding  one-fourth  of  ifs  liabilities  in  specie.  The  tffeet  of  this  step,  taken  together  with 
the  transfer  to  the  banks  of  the  GovMrnm^^nt  balances^  which  were  always  held  in  specie,  is 
to  diminish  the  coin  available  for  the  convertibiUty  of  the  notes;  but  as  the  measures  for 
ensuring  that  convertibility  are,  in  my  opimon,  ample,  I  shall  not  interfere  with  what  you 
have  dc'Ue. 

59.  There  is  one  other  point  put  prominently  forward  in  recommendation  of  that  part  of 
the  scheme  which  relates  to  issuing  notes  on  gold,  i.e.,  that  it  will  effectually  contribute  to 
the  introduction  of  a  gold  currency  in  India,  on  which  1  must  make  some  remarks. 

00.  How  that  risult  is  to  be  produced  is  not  explained.  All  that  can  take  place  under 
this  provision  is  that  gold  may  be  deposited  with  the  issue  department,  and  paper  money 
issued  thereon.  The  gold  will  remain  iu  deposit  until  it  is  required  by  the  public  £or  cou- 
eumption  in  trade,  or  for  export.  When  so  required,  it  will  betaken  from  the  istMie  depari- 
ment,  and  the  notes  taken  out  of  circulation.  In  no  case  will  the  gold  form  part  of  the 
currency. 

61.  The  only  effect,  therefore,  lik«'ly  to  arise  from  that  provision,  if  acted  upon  to  any 
extent,  is  that  tf)e  paper  circulation  of  India  will  be  subjected  tu  variations  which  would  not 
have  occurred  with  a  circulation  of  silver,  and  of  paper  based  on  silver. 

62.  The  question  of  introducing  gold  into  circulation  in  India  is  a  very  important  and 
very  difficult  one,  but  it  has  nothing  to  do  with  the  issue  of  notes  on  gold. 

63.  The  diihcnlties  are  of  a  practical  nature,  arising  mainly  from  the  uncertainty  of  the 
relative  value  of  gokl  and  silver,  which  is  ma  likely  to  be  determined  while  fresh  discoveries 
of  gold  are  being  made. 

64.  If,  by  any  change  in  the  relative  value  of  tlie  precious  metals,  the  sovereign  and 
lea  silver  rupees  riiould  become  of  equal  inirinsic  value,  the  introduction  of  gold  woaid 
be  of  comparatively  easy  accomplishment.  At  present,  however.  Her  Majesty's  Gover5- 
oient  do  not  eousider  ibat  it  would  be  expedient  to  take  any  step  with  a  view  to  that  object 

65.  The  papers  now  received  do  not  contain  any  explanation  on  a  point  referred  to  in  my 
Financial  Despatch,  dated  the  dih  of  April  last,  viz.,  how  it  is  proposed  to  ascertain  the 
amount  of  notes  kept  in  circulation  by  the  agency  of  the  bank.  It  is  obviously  easy  if  the 
bank  were  the  only  place  of  issue  ;  but  your  scheme  contemplates  tha  possibility  of  issoe 
in  other  wayi>,  and  I  am,  tiierefore,  desirous  of  being  informed  how  it  is  proposed  to  dislio- 
guish  the  notes  kept  in  circulation  through  the  different  agencies.  I  do  not  understand  that 
you  contemplate  allowing  f  per  cent,  to  any  other  person  who  may  apply  for  notes,  or, 
indeed,  to  the  fiank  of  Bengal,  for  notes  beyond  those  already  iss^ued  to  them  and  kept  in 
circulation  by  them,  according  to  the  terms  of  your  agreement  with  them.  Any  such  further 
allowance  certaii Jy  ought  not  to  be  made.. 

66.  I  am  not  aware  of  any  other  point  which  calls  for  remark. 

67.  It  is  unnecessary  for  me  to  give  precise  directions  as  regards  Madras  and  Bombay, fts) 
the  same  reasoning  and  the  same  principles  apply  to  those  Presidencies  as  to  Bengal.  I  do 
not  quite  understand  in  what  state  the  arrangements  are  at  Madras  and  Bombay,  but  Her 
Majesty's  Government  is  desirous  ihat  the  >ame  course  should  be  adopted  for  those  Presi- 
dencies as  has  been  pointed  out  for  Bengal  A  copy  of  this  Despateii  will  he  sent  to  the 
Governments  of  Madras  and  Bonibay,  for  their  guidance  in  this  respect,  and  in  order  that 
they  may  be  in  possession  of  the  views  of  Her  Majesty's  Government. 


(No.  liOi),  dated  27th  November  1866.) 


From  F.  S.  Chapman^  Esq.,  Chief  Secretary  to  the  Government  of  Bombay,  to  E.  B. 
Lushinffton,  Esq.,  Secretary  to  the  Government  of  India,  Financial  Department 

With  reference  to  the  concluding  part  of  para.  S  of  my  letter,  No.  1085,  dated  the  22nd 
instant,.  1  am  directed  by  his  Excellency  the  Governor  in  (Council  to  forward  to  you,  tot  sub- 

^rmatio 
positic 


iiu»uiui»^  A  aiu  Miici^kcvi  uj  lun  L:4A«;ciicu^jr  tiic  \jruvcrHur  iii  \«/uuncii  HI  lorworu  to  yuu,  iv/«  «"■' 
mission  to  the  Government  of  India,  the  accompanying  statement  in  original  containing  the 
information  referred  to  m  para.  9  of  my  letter.  No.  987,  dated  the  22nd  ultimo,  regarding 
the  position  of  the  Bombay  Bank. 

2.  Copies  of  the  letter  from  the  secretary  and  treasurer.  Bank  of  Bombay,  forwarding  the 
above  statement  and  of  its  enclosure::?,  ate  also  submitted. 
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(Ni).  6298,  dated  24tli  November  1866.) 

From  i).  Robertson,  Esq.,  Officiating  Secretory  and  Tieasurer  Bombay  Bank,  to  the  Chief 
Secretary  to  Government,  Financial  Department. 

I  HAVB  the  honour  to  hand  you  herewith  staiement  containing  the  information  asked  for 
in  your  letter  of  24th  ultimo. 

I  am  instructed  by  my  directors  to  hand  jou  at  the  same  time  copy,  of  a  letter  received  by 
the  President  of  tlie  Boaid  from  the  Financial  Secretary  to  the  Government  of  India,  and 
copy  of  rules  passed  by  the  Board  in  March  last,  definin*;:  the  powers  of  the  secretary  and 
treasurer  of  the  bank. 

My  dirt^ctors  would  respectfully  beg  for  an  early  reply  to  my  letters  of  2l8t  August  and 
5th  September  last,  which  contained  the  terms  on  which  the  bank  would  enter  into  a  new 
agreement  to  conduct  the  treasury  businc^ss  of  Governuient,  They  would  point  out  that  the 
present  agreement  expires  in  three  months  from  this  time. 


(Dated  16th  November  1866.) 


From  JS.  H.  LushingtoUy  Esq.,  Secretary  tc)  the  Government  of   India,  Financial  Depart- 
ment, to  J.  Z.  Lushington,  Esq.,  Bank  of  Bombay. 

In  reply  to  your  demi-official  communication  dated  9rd  instant,  I  am  directed  to  inform 
you  that  the  Governor  General  in  Council  will  be  prepared  to  take  into  considenition  the 
expediency  of  renewing  the  agreement  with  the  Bank  of  Bombay  on  receipt  of  the  informa- 
tion called  for  in  July  of  the  liabilities  of  the  bank,  and  of  the  proposed  bye-laws  of  the 
bank  for  the  conduct  of  business. 

The  liabilities  above  referred  to  need  not  embrace  details  relating  to  the  names,  &c.  of 
the  persons  concerned. 

The  powers  of  the  secretary  and  treasurer  are  to  be  as  follows  : — 

1.  That  the  internal  discipline  of  the  bank  is  considered  as  being  particularly  the  province 
of  the  secietary,  but  that  all  appointments  or  dismissals,  or  regulations  of  salaries,  shall 
have  the  sanction  of  a  weekly  committee,  two  to  be  a  quorum,  and  the  president  to  be  a 
membei  of  all  committees;  this  not  being  understood  to  apply  to  salaries  under  160  rupees 
per  mensem. 

2.  That  the  secretary  has  power  to  discount  good  bank  bills  at  his  discretion,  making  a 
return  to  the  committee  wetkly  of  his  transactions,  and  be  authorised  to  discount  mercantile 
bills  of  undoubted  class  up  to  three  lakhs;  any  further  amount  to  be  submitted  to  the 
committee  for  sanction. 

3.  That  the  secretary  have  power  to  grant  tejuporary  advances  to  banks  for  short  periods 
to  the  extent  of  five  lakhs,  which  sum  shall  not  be  exceeded  without  the  sanction  of  the 
weekly  committee.  In  the  case  of  private  houses  of  undoubted  standing  and  credit,  con- 
stituents of  the  bank,  an  advance  of  two  lakhs  may  be  given,  but  not  exceeded  without 
sanction  as  above.     Maximum  period  three  months. 

4.  That  all  applications  for  loans  and  renewals  be  submitted  to  the  weekly  committee. 

6.  Purchase  of  Hoondies  for  supplying  the  branches  to  be  left  at  the  discretion  of  the 
secietary,  as  also  the  pui chase  and  sale  of  bills  on  Calcutta  or  Madras  ;  it  being  understood 
that  he  is  lo  arrimge  so  as  to  be  able  to  sell  and  provide  himself  with  funds  to  Uie  extent  of 
half  the  amount  employed. 

6.  To  have  dit^cretion  to  buy  and  sell  gold  or  silver  bullion  to  amount  not  exceeding 
seven  lakhs  ;  further  amounts  to  be  sanctioned  by  the  committee. 

7.  Without  the  sanction  of  the  Board,  the  secretary  is  not  to  commit  the  bank  to  any 
trust  or  assignment,  but  he  may  attend  meetings  with  the  sanction  of  the  weekly  com  mi  ttee> 
and  report  progress. 

8.  It  is  to  be  fully  understoood  that  the  amounts  before  mentioned  as  limits  in  cases  of 
loans,  discounts,  or  temporary  advances,  are  to  comprise  the  entire  uncovered  or  undivided 
liability  of  the  bank  at  any  one  time. 

The  following  to  be  laid  before  the  board  at  their  Weekly  meetings : — 

Weekly  state  of  the  bank's  balances  at  debit  or  credit  of  Banks  of  Bengal  and  Madras. 

List  of  bills  discounted  and  loans  granted. 

Applications  for  renewals. 

List  o(  accounts  opened  and  closed  weekly. 

These  rules  to  have  eflfect  from  next  Board  meeting. 

19  March  1866.  R,  Hannay,  President. 
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100  CORRESPONDENCE,  &c.  RELATIVE  TO  THE 


BANK  OF  BOMBAY, 


RuLSS  and  Regulations  determiDing  the  General  Powers  and  Responmbility  of 

the  Secretary  and  Treasurer, 

I.  The  secretary  and  treasurer  will  exercise  a  general  superintendence  and  control  over 
the  entire  business  and  of  all  the  departments  of  the  head  office,  as  well  as  over  the  busi- 
ness conducted  by  the  branches.  But  the  appointment  of  European  officers,  and  of  the 
principal  Native  assistants,  and  the  regulation  of  the  salaries  of  the  same  must  receive  the 
Eanction  of  the  whole  Board.  Appointments  under  150  rupees  per  mensem  to  be  filled  up 
by  the  secretary  and  treasurer  witnout  reference  to  the  Board. 

II.  With  special  reference  to  bye-law  5,  that  the  secretary  and  treasurer  shall  exercise  his 
discretion,  and  shall  have  power  to  pass  all  mercantile  bills  presented  for  discount  in  the 
course  of  business,  but  that  nevertheless  in  cases  where  the  credit,  resources,  and  responsi- 
bility of  the  obligants  on  bills  tendered  are  not  well  known  and  assured,  the  secretary  shall 
advise  with,  and  submit  for  the  instructions  of,  the  dailv  committee  all  such  bills,  whether 
the  same  be  in  excess  of  or  under  the  ordinary  limit  of  three  lakhs  to  individual  parties  or 
firms. 

III.  That  if  during  the  course  of  business  the  secretary  shall  deem  it  necessary  and 
expedient  in  the  exercise  of  his  own  judgment  to  extend  the  fixed  limit  of  three  lakhs  of 
rupees  on  discounted  bills  to  any  party  or  firm^  he  shall  specially  record  in  the  daily  minute 
book,  and  bring  under  the  notice  of  the  daily  committee  tne  particulars  of  such  excess. 

IV.  That  the  limits  of  discounted  bills  beyond  three  lakhs  bearing  the  endorsement  or 
acceptance  of  local  banking  companies  be  specially  fixed  from  time  to  time  by  the  whole 
Board ;  the  secretary  and  treasurer  having  a  discretionary  power  in  exceptional  cases, 
and  when  the  credit  of  the  bank  and  that  of  the  co-obligant  is  undoubted,  to  exceed  such 
limits  to  any  reasonable  extent,  and  to  record  and  specially  report  sucli  exc^onal 
advances  to  the  daily  committee  of  the  following  morning,  and  bring  up  the  record  of  all 
such  advances  in  excess  of  limits  to  the  weekly  meeting. 

V.  That  section  8  of  bye-laws  be  strictly  carried  out  in  every  instance,  unless  the  tem- 
porary advance  shall  be  on  the  deposit  of  Government,*  or  other  securities  permissible  under 
the  charter,  and  duly  approved  by  the  whole  Board  ;  and  that  no  advance  by  wajr  of  over- 
draft be  made  on  any  otner  collateral  security  whatever,  without  the  written  sanction  of  the 
daily  committee. 

VI.  That  the  secretary  and  treasurer  shall  in  his  discretion,  and  subject  to  the  conditions 
and  margins  fixed  weekly  by  the  Board,  pass  such  loans  under  stamped  bonds,  on  the 
deposit  of  Government  securities,  gold  or  silver  bullion,  railway  shares  bearing  the  guarantee 
of  Government,  as  the  available  resources  of  the  banL  maVi  in  his  judgment,  warrant.  Ap- 
plications for  exceptionally  high  sums,  say  above  seven  lakhs,  to  be  submittted  to  the  duly 
committee,  or,  in  cases  of  emergency,  to  be  approved  by  the  President.  That  loans  on 
opium  in  bonded  warehouses,  duly  insured,  and  on  goods,  wares,  and  merchandise,  not  of  a 

i)eri8hable  kind,  be  granted  after  valuation  by  competent  valuaiprs  and  examination  of  the 
ocal  price  current  by  deputv  secretary,  on  the  margins  prescribcKl  bjr  the  Board,  at  the  dis- 
cretion of  the  secretary.  Ihat  the  amount  of  remittances  in  specie  or  Hoondees  for  the 
requirements  of  the  branches,  as  well  as  the  purchase  and  sale  of  bills  on  Calcutta  or 
Madras,  be  left  to  the  discretion  of  die  secretary,  it  being  an  instruction  that  the  amount 
and  particulars  of  all  such  remittances,  purchases,  and  sales  be  duly  recorded  from  day  to 
day  m  the  minute-book  of  the  daily  committee,  and  set  forth  in  the  broadsheeU  herein- 
after referred  to  under  Form  No.  !• 

VII.  That  in  no  case  whatever  without  the  sanction  of  the  Board,  recorded  in  the  weekly 
proceedings,  shall  the  secretary  commit  the  bank  to,  or  accede  to  any  trust,  assignment, 
deed  of  discharge,  or  other  obligation  connected  with  insolvent  or  bankrupt  estates;  but  be  , 
may  attend  meetings  of  creditors  with  the  sanction  of  the  daily  committee,  and  report 
progress  to  the  whole  Board. 

VIII.  That  in  order  fully  to  carry  out  these  instructions,  the  secretary  and  treasurer  shal^ 
with  his  own  hand,  record  jn  the  proceedings  of  the  daily  committee  an  abstract  of  the 
advances  and  payments  of  the  preceding  day,  showing  daily  increase  or  decrease  on  M«i 
whether  local  or  inland,  on  loans  and  advances  generally,  together  with  particulars  of  such 
bills,  loans,  or  other  advances  as  he  may  refer  and  submit  to  the  committee,  as  well  as  all 
references  from  the  branches  requiring  to  be  dealt  with  at  once  and  not  disposed  of  by  the 
secretary  himself.  In  the  case  of  bills  and  loans  referred  to  the  daily  committee,  the 
secretary  and  treasurer  will  narrate  in  detail,  on  the  page  opposite  each  application,  the  fuU 
amount  of  existing  obligations  of  applicant,  whether  in  indorsaiions,  acceptances,  or  loans, 
with  such  information  as  he  may  possess  regarding  the  responsibility,  standing,  and  resources 
of  each  co-obligant,  for  ilie  guidance  and  information  6f  the  committee  in  disposing  ot 
such  applications.     Each  day's  proceedings  to  be  sicrned  by  the  directors  in  attendance. 

•  IX.  That 
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IX.  That  along  with  the  minute  book  there  shall  be  brought  up  and  laid  before  the  daily 
committee —  * 

(1.)  The  clean  cash  book,  containing  the  entire  transactions  of  the  previous  day,  with 
particulars  in  detail  of  bills  paid  and  discounted,  whether  local  or  inland ;  loans  granted 
and  paid ;  protested  bills  and  branch  entries;  with  other  entries  at  length,  except 
current  and  cash  accounts,  and  the  transactions  with  the  general  treasury,  which  may 
be  given  in  abstract  on  sheets  apart  cenified  by  chief  accountant. 

(2.)  Bill  book,  containing  full  particulars  of  local  and  inland  bills  discounted  from 
day  to  day, 

(3.)  Discount  ledger  posted  up  to  dute. 

(4.)  Book  containing  credit  balances  of  local  banks. 

(6.)  Particulars  of  daily  receipts  and  payments  on  account  of  Her  Majesty's  Treasury* 

(6.)  Particulars  of  daily  cash  balance  of  preceding  day,  and  whether  in  coin  or  notes, 
showmuf,  (1st),  Available  balance  after  deducting  one-thicd  for  claims  payable  on 
demand;  (2nd),  Particulars  of  bills  falling  due  and  claimable  of  date. 

(7.)  Book  showing  in  detail  daily  balances  Dr.  on  accounts  current  made  up  to  date. 

(8.)  Protested  bill  book  written  up  to  date. 

(9.^  Broadsheets,  in  Form  No.  1,  brought  up  so  as  to  include  the  transactions  at 
the  close  of  the  preceding  day,  and  exhibit  at  a  glance  the  fluctuations  in  the  assets 
and  liabilities  of  the  bank  from  day  to  day,  over  a  period  of  one  month. 

fFeehfy  Board. 

After  confirmation  of  last  week's  minutes  and  any  special  minutes  in  circulation  during 
the  week,  the  secretary  and  treasurer  shall  read  Form  No.  2,  showing  increase  or  decrease 
of  the  advances  and  liabilities  at  head  office. 

He  shall  also  read — 

A  comparative  abstract  with  the  previous  week  of  the  assets  and  liabilities,  embrac- 
ing both  the  head  office  and  branches. 

A  statement  of  rates  ruling  during  the  week  in  the  bazar,  the  latest  rates  in 
Calcutta  and  Madras,  and  of  the  general  tone  of  the  money  market  in  Bombay  and  at 
the  branches,  with  memorandum  of  rates  for  sterling  exchange. 

A  detailed  list  of  private  individuals  or  firms  having  advances,  or  being  obligants, 
on  bills  discounted  in  excess  of  three  lakhs,  and  of  banks  in  excess  of  authorised  limits. 

And  cause  to  be  laid  on  the  directors'  table  against  the  hour  of  meeting  the  following 
books  and  returns : — 

Minute  book  of  daily  committee. 

Book  of  daily  balances  of  local  banks. 

Bills  discounted  book. 

Secretary's  memorandum  of  daily  cash  balances. 

Daily  balances  of  accounts  current  and  credit  accounts. 

Abstract  of  same,  distinguishing  banks,  government,  public,  and  private. 

Weekly  abstract  of  silver  payments  and  receipts  No.  2,  No.  3,  No.  4,  No.  5, 

Abstracted  form  of  the  total  liabilities  of  local  banks,  including  acceptances, 
endorsations,  and  loans.    No.     . 

Daily  list  of  overdrawn  accounts,  with  names,  designations,  and  amounts. 

Statement  of  the  assets  and  liabilities  of  the  bank  for  the  week  ending  on  the  pre- 
ceding Tuesday,  certified  by  the  secretary  and  treasurer. 

Weekly  abstract  of  the  public  debt  held  in  Bombay,  compiled  from  the  general 
ledger  of  the  Public  Debt  Office. 

Record  of  Bank  of  Bombay  notes  outstanding. 
After  the  directors  shall  have  fixed  the  rates  and  margins,  the  secretary  and  treasurer  will 
bring  forward  the  ordinary  business  to  be  disposed  of  by  the  Board. 

Supervision  of  Branches. 

The  "^secretary  and  treasurer  shall  bring  up  and  submit  to  the  daily  committee,  on  one 
day  in  each  week,  the  weekly  statements  in  detail  of  the  whole  transactions  and  relative 
abstract  of  each  branch  for  preceding  week. — ^Book  of  daily  rates  at  each  branch,  showing 
rate  per  cent,  per  annum  at  which  bills  can  be  purchased  on  the  chief  cities  in  India,  with 
local  rates  for  sovereigns  and  bar  gold. — Special  list  of  overdrafts  at  each  branch  from  week 
to  week,  with  names  and  designations  and  securities  held  for  each  sum  overdrawn. — Abstract 
book  compiled  after  Form  No.  ,  showing  weekly  particulars  of  advances  and  deposits  at 
each  branch. — Collected  abstract  of  same  in  parallel  columns. 

The  secretary  and  treasurer  shall  also  cause  to  be  laid  on  the  table  the  quarterly  returns 
of  each  branch  as  periodically  rendered,  and  the  book  of  instructions  containing  record  of 
orders  sent  to  each  branch  from  day  to  day  by  the  secretary  and  treasurer. 
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Gtneral  Insiruetians. 

That  the  secretary  and  treasurer  shall,  in  addition  to  written  instructions,  give  orders  to 
the  heiMite  of  departmeE»ts  in  ail  matters  referred  to  iiim  by  Ihem  in  the  ordinary  course  of 
the  daily  bunnese,  and  sign  letters  prepttred  niider  bts  orders  by  the  heads  of  defiartiiientg 
attd  sub^JBttte  officers. 

That  the  duty  of  signing  bank  and  treasury  receipts  or  drafts,  divitl^ad  warnuils  of  the 
bank  and  public  debt,  adrices,  post  bills,  letters  of  ciredit,  and  endoTsing  securities^  oay  be 
devolved  on  the  depuiy  secretary  or  officer  next  to  the  secretary  in  position  in  ike  office, 
who  will  also  relieve  the  secretary  of  the  duties  connected  with  the  comparison  and  cocople- 
tion  of  records  appertaining  to  the  custody  and  delivery  of  notes  or  coin  for  daily  require- 
ments. 

The  duties  of  the  secretary  and  treasurer  in  preparing  special  returns  conaeeted  with  the 
to«e  of  busiaess  at  head  office  and  the  branches,  and  with  the  obligations  of  parties  having 
advances,  whose  position  may  become  doubtful,  in  drawing  up  the  half-yearly  reports,  io 

S'ving  audience  to  the  bank^s  cons  tit  u  tents,  and  in  various  other  ways,  are  sa  numerous  that 
ey  cannot  be  defined  .in  any  code  of  general  instructions,  but  must  mainly  depend  on  the 
ability  and  tact  of  the  officer  appointed.  As  a  rule,  however,  to  be  strictly  observed,  com- 
pile informatiott  regarding  every  class- o#  advances,  and  the  working  of  every  deportment  of 
the  head  office,  as  well  as  on  the  business  of  each  branch,  must  at  idl  times  be  accessible  to, 
and  when  deemed  in  excess  or  irregular  by  the  secretary,  be  brought  by  him  prominently 
under  the  notice  of  the  daily  committee  and,  if  necessary,  of  the  whole  Board. 


.  (No.  99. — Government  of  India. — Financial  Department. — Accounts.) 

To  the  Chief  Secretary  to  the  Government  of  Bombay. 

Sir,  Fort  William,  1^  Jaauary  1867. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter,  No.  1100,  dated  27th  November 
laM,  forwarding  in  origiiml  the  statencnt  of  the  advances  at  tte  Bank  of  Bombay,  and 
also  copies  of  the  correspondence  connected  therawiih. 

2.  The  reply  I  am  now  desired  to  make  will  embrace  two  subjects  : — 

First,  the  views  of  the  Qoveriuiient  of  India  om  the  piesent  position  of  the  bank,  as  dis- 
ckacd  in  the  original  siatement  above  noticed. 

•  Secondly,  the  modrficatrons  of  present  agreement  which  the  Govcfnment  of  lodit  are 
mrepared  to  concede  and  to  require^  previous  to  its  adoption,  with  reference  to  your  letter, 
rfo.  1086,  dated  22nd  November,  ana  the  enclosures  therein  specitied. 

3.  With  regard  to  the  statement  of  advances  w^hich  has  been  so  long  and  repeatedly 
called  for  by  this  Government,  I  am  desired  to  observe  in  the  first  place  that,  as  recorded 
in  the  heading,  it  is  a  statement  of  sums  overdue  above  the  amount  of  three  lakhs^  for  which, 
on  the  30th  June  1866,  the  Bank  of  Bombay  was  in  advance  by  way  of  discount,  loan  or 
otherwise,  exclubive  of  loans  on  deposit  (to  ihe  full  value)  of  Government  paper  or  guaran- 
teed railway  scrip,  or  imperishable  goods* 

4.  This  statement  cannot  therefore  be  received  as  coataining  a  fell  and  MNnptete  account 
of  the  bank's  position  in  regard  to  its  advances,  inasnmeh  a»  there  may  be  nMioy  sims  for 
which  the  bank  is  under  advance  below  three  lakhs  of  rupees  on  which  the  bank  may 
stand  to  lose  as  much  in  proportion  as  on  larger  amounts,  and  the  aggregate  of  winch  may 
amount  to  a  large  sum.  Rerrewing,  hoi^ever,  the  figures  in  the  statemeot  noir  under 
notice,  the  following  results  appear : — 

Original  amount  of  advances-        ------  1,30,18,M7 

Amount  of  advances  on  30th  June  1866-        -        -        .        -  l,i^,3l,tT5 

Par  value  of  collateral  securities     -.---•  84,91,418 

Value  of  securities  at  present  prices         -        •        -        -        -  21,3B,2M 

Liabilities  to  calls  in  connection  with  collateral  securities  -         -  30,76,200 

At  a  rough  calculation  the  por  value  of  the  collateral  securities  represents  not  much 
above  half  of  the  amount  orimnally  advanced.  If  the  securities  should  be  sold  at  the  price 
estimated  in  the  statement,  the  bank*s  lossfs  would  be  nearly  a  million.  It  on  the  other 
hand,  the  securities  should  be  retained  in  the  hope  of  an  improved  state  of  things,  and  tM 
result  should  be,  instead  of  an  improvement,  a  permanent  depreciation  of  stoek  followed JJP 
either  hy  the  ultimate  dissolution  of  the  companies,  or  by  a  demand  for  calls  which  w 
bank  wouFd  have  to  meet,  their  losses  would  be  in  excess  of  half  their  eapHal. 

5.  The  Governor  General  in  Council^  therefore,  after  giving  his  anxious  consideration  to 
the  present  circumstances  of  the  bank,  cannot  consent  to  the  renewal  of  any  agreement  with 
the  bank  for  a  longer  period  ihmn  one  year  from  the  date  of  tlie  expiration  <^  the  present 
agreement.  And  a  renewal  fcvr  this  limited  period  even  aiust  be  eontuigent  on  the  condi- 
tions laid  down  in  the  2nd  paragraph  of  your  letter  of  the  2and  November,  vist., "  that 
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proTided  a  statement  that  will  be  called  for  at  the  end  of  December  next  does  not  disclose 
a  more  unfavourable  estimate  of  the  losses  sustained  by  the  bank  than  that*  recently 
arrived  at  by  the  Special  Committee^  and  provided  that  tiie  resolution  for  reducing  the 
nominal  capital  in  accord  with  actual  assets  proposed  at  the  meeting  held  on  the  12th 
ultimoj  is  confirmed  by  that  to  be  assembled  on  16th  January  next" 

6.  In  regard  to  the  details  of  the  agreement,  I  am  desired  to  observe  as  follows: — 

7.  The  several  proposals  of  the  Government,  and  tl)e  nuxlifications  desired  by  the 
directors,  are  set  fortli  in  the  Bank  of  Bombay  letters  to  your  address.  No.  972-1866,  dated 
2l8t  August  1866,  and  No.  1035-1866,  dated  5th  September. 

8.  Proposals  Nos.  I.  and  II.  need  no  discussion,  as  tho  term  of  the  present  agreement 
authorizing  the  employment  of  the  agency  of  the  Bank  of  Bombay  for  tlie  issue  and 
circulation  of  currency  notes  will  expire  in  two  months  from  the  present  tinif. 

^.  Proposal  III.  was  to  have  an  average  annual  balance  of  40  lakhs,  this  balance  not  to 
include  copper  money  packed  lor  remittance,  nor  any  sepiirate  account  of  public  officers 
apart  from  Government  account.  i 

10.  The  bank  desire  that  the  present  maximum  and  minimum  balances  of  40  and  30 
lakhs  of  rupees  respectively  be  continued  in  the  new  agreement,  and  that  the  daily  balance 
be  taken,  and  not  the  average  balance,  with  reference  to  ihe  charge  of  interest  in  the  event 
of  the  balances  falling  below  30  lakhs  of  rupees. 

11.  The  Governor  General  in  Council  cannot  consent  to  this  proposed  modification  # 
which  would  put  the  Bombay  Bank  on  a  more  advantageous  footing  than  the  Banks  of 
Bengal  and  Madras.  His  Excellency  in  Council  is,  however,  prepared  so  far  to  conceed  to 
the  wishes  of  the  directors,  as  to  fix  the  minimum  at  25  instead  of  20  lakhs,  not  including 
copper  money  packed  for  remittance,  nor  any  separate  accounts  of  public  oflicers  apart 
from  Government  account. 

12.  With  regard  to  interest^  his  Excellency  in  Council  is  prepared  to  allow  tlie  Bank 
of  Bombay  the  same  terms  as  have  been  accepted  by  the  Bank  of  Bengal,  viz.,  to  allow 
interes^t  on  the  difference  between  the  amount  or  the  actual  Government  cash  balance  of  the 
day  and  the  sum  of  25  lakhs  of  rupees,  such  interest  to  be  reckoned  at  the  lowest  rate 
charged  by  the  Bombay  Bank  to  the  public  on  the  day  on  which  the  difference  may 
exist. 

13.  Proposals  IV.  and  V.  need  no  remark,  the  bank  having  unreservedly  accepted  them 

14.  Proposal  VL  The  Government  having  consented  to  modify  proposal  No.  III.  by 
enlarging  the-  minimum  balance,  it  is  presumed  that  no  objection  mU  be  pressed  as 
to  the  inadequacy  of  the^ayment  of  12^240  rupees  for  establishment 

15.  Proposal  VII.  relates  to  the  management  of  the  public  debt.  The  Governor  General  in 
Council  is  unable  to  offer  any  additional  sum  over  4,000  rupees  per  crore  of  the  portion  of 
the  debt  payable  in  the  Bombay  Presidency.  This  sum  was  fixed  after  communication 
with  the  Secretary  of  State ;  and  with  reference  to  the  remarks  made  by  the  bank  as  to  the 
cost  of  the  establishment  employed  by  the  Government  on  this  particular  duty,  I  am  desired 
to  point  out  that  this  cannot  be  accepted  as  a  sufficient  argument  for  any  increase,  since  the 
business  of  the  public  debt  on  this  side  of  India  is  now  conducted  by  the  Bank  of  Bengal 
as  efficiently  and  as  expeditiously  as  heretofore,  at  less  cost  to  the  bank  than  that  which 
used  to  be  incuned  by  the  Government  of  India. 

16.  Proposal  VIII.  fixed  the  term  of  the  new  agreement  to  seven  years  from  the 
lal  March  1367. 

17.  For  reasons  stated  in  the  fiflh  paragraph  of  this  letter,  the  Government  have  been 
compelled  to  decline  renewing  the  contract  for  a  longer  period  than  one  year* 

18.  Passing  on  from  the  details  of  ihe  new  agreement  to  the  bye-laws,  I  am  instructed 
to  remark  that  the  bye-laws,  as  they  now  stand,  have  not  the  approval  of  the  Gkivernor 
General  in  Council. 

19.  It  would  appear  that,  under  the  terms  of  the  3rd  rule>  the  secretary  is  to  have  the 
power  of  *^  granting  temporary  advances  to  banks  for  short  periods  to  the  extent  of  five  lakhs,'' 
and  that  in  the  case  of  private  houses  of  undoubted  standing  and  credit  constituents  of  the 
bank,  an  a'ivance  of  two  lakhs  may  be  given.  Further  on  in  the  8th  parag^raph,  it  is  stated 
that  it  is  to  be  fully  understood  that  the  amounts  before  mentioned  as  limits  in  cases  of 
loans,  discounts  or  temporary  adv^mces,  are  to  comprise  the  entire  uncovered  or  undivided 
Kabiliiy  of  the  tmi.k  at  any  one  time. 

20.  In  tl)e  Bank  of  Bengal  no  loans  or  advances^  save  to  the  Presidency  Banks  at 
Madras  and  Bouibay,  are  ever  granted  without  being  properly  covered.  This  is  the  only 
safe  rule  to  be  observed,  and  one  of  sufficient  importance  to  render  the  continuance  of  any 

agreement 

r   ' 

*  Sobmitted  to  the  Goveraraciit  of  India,  with  confidentisl  letter,  dated  19th  8eptemt>6r  1866,  No.  8d2«  . 
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j^greemeDt  between  ibe  Bank  of  Bombay  and  the  Gorenuttent  cootiiq^ei^  od  the  i 
tioo  of  a  siojilar  role  in  Bombay. 

21.  Besides  the  above  important  defect  in  the  rales  proposed  by  the  bank  for  defining 
their  secretary's  powers^  they  appear  to  be  otherwise  vague  and  objectionable^  and  in  this 
view  they  have  been  carefblly  revised  and  are  herewith  forvirarded  in  an  amended 
form  for  the  Directors'  consideration.  The  revised  rules  have  been  modelled  on  the 
rules  and  bye-laws  in  force  in  the  Bank  of  Bengal^  and  his  Excellency  in  Council  is  of 
opinion  that  very  great  advantage  would  result  if  the  Directors  of  the  Bank  of  Boaibay 
were  to  regulate  their  rules,  forms^  and  proceedings  on  the  model  of  those  in  use  in  the 
Bank  of  Bengal  A  copy  of  the  several  forms,  bye-laws,  &c.,  is  appended.  It  may 
TNTobably  appear  difficult  to  have  all  the  daily  books  and  returns  written  up  as  prescribed, 
out  they  are  all  so  done  in  the  Bank  of  Bengal,  where  the  daily  ^*  turn  over^"  exclusive  of 
the  Public  Debt  Office,  averages  upwards  of  one  million  sterling. 

I  have,  &C. 
(signed)        £  H,  Lmsizngiom, 
Secretary  to  the  Government  ot  India. 


*  Dtttd  31  Jasosry 
1807. 


t  Already  priBt«d, 


(Financial  Department. — 'So.  3  of  1867.) 

To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council^  London. 

My  Lord,  Bombay  Castle,  1  March  1867. 

We  nave  the  honour  to  acknowledge  the  receipt  of  your  Lordship's  Despatch, 
No.  136,  dated  the  17th  December  1866,  with  enclosure,  and  to  forward  for  yoor 
information  the  accompanying  copy  of  a  letter*  from  Mr.  A.  D.  Robertson,  late 
Chief  Secretary  to  Government,  in  the  Financial  Department,  on  the  subject  of 
paragraph  8  of  your  Despatch  (No.  290)  to  the  Government  of  India,  relative  to 
the  circumstances  attending  the  insertion  of  the  words  ^'  or  other  public  com- 
panies ''  in  clause  32  of  Bombay  Act  X.  of  1863. 

2.  We  beg  to  enclose  a  copy  of  the  summaryf  referred  to  in  Mr.  Robertson's 
letter,  a  copy  of  vrhich  has  already  been  submitted  to  the  Government  of  India. 

We  have,  &c. 
(signed)        H.  B.  E.  Frere. 
R.  Napier. 

B.  H.  Ellis. 

C.  J.  Erskine. 


To  the  Chief  Secretary  to  Government,  Bombay. 


Paragraph  8,  of 
DMpaich  No.  890, 
dated  17  D«oaiiibar 

isea. 


F^  Paragraphs 
20,21,20,82,30, 
and  d7* 


Sir, 


I  HAVE  the  ^honour  to  acknowledge  the  receipt  of  Mr.  Under  Secretary  King's  lett^, 
No.  77,  dated  2l8t  instant,  and  to  state  that  I  have,  in  accordance  witli  instructions  therein 
conveyed,  referred  to  the  records  of  the  Financial  and  Legislative  Departments  of  the 
Secretariat  with  the  view  of  ascertaining  the  circumstances  attending  the  insertion  of  the 
words  '*  or  other  public  companies  '^  at  the  end  of  clause  1  of  section  32  of  Bombay  Act 
X.  of  1863,  the  Act  for  the  reincorporation  and  reconslitution  of  the  Bank  of  Booibay,  and 
I  would  respectfully  beg  leave  to  suggest  that  a  copy  of  the  printed  summary  showing 
what  passed  at  the  revision  of  the  Bank's  Charter,  and  which  appears  to  have  been  drawn 
up  last  year  in  the  Financial  Denartment,  should  be  forwarded  to  Her  Majesty's  Principal 
Secretary  of  Statefor  India,  if  tnis  has  not  already  been  done,  with  reference  to  the  extract 
from  the  Despatch  as  per  margin  sent  to  me,  as  it  gives  a  complete  as  well  as  accurate 
account  of  the  whole  of  the  correspondence  and  of  the  proceedings  of  Government  in  con- 
nection with  the  subject 

2.  From  the  summary  it  will  be  perceived  that  the  draft  of  the  Bill  was  entirely  settled 
in  the  Financial  Department,  and  was  transferred  to  the  Legislative  Department  with  a 
view  only  to  its  being  introduced  into  the  Council  for  making  Laws  and  Regulations,  and  it 
does  not  seem  to  have  been  considered  necessary  to  further  discuss  its  provisions  in  that 
department. 

3.  The  draft  viras  originally  drawn  up  by  the  solicitors  to  the  bank,  and  was  then  sub- 
mitted by  this  Government  to  its  law  officers;  and  after  having  been  approved  of  by  tn^ 

Acting  Advocate  General,  subject  to  the  observations  which  are  quoted  in  pamgraph  40  o 
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the  summary,  it  was  forwarded,  under  date  the  19th  March  1862,  to  the  Government  of  Paragraph  44. 
India,  who  communicated  their  approval  of  it  on  tlie  5th  April  following,  subject  to  the 
observations  quoted  in  paragraph  45. 

4.  Subsequently,  under  duie  the  12th  May  1862,  copy  of  the  draft  was  forwarded  to  Her  Paragraph  46. 
Majesty's  Principal  Secretary  of  State  for  India,  with  a  request  that  if  he  desired  any  Pw^fi^^phse. 
modifications  to  be  made  in  its  provisions  he  would  communicate  them,  and  it  was  not  until 

the  26th  January  1868,  or  eight  months  after  the  draft  had  been  submitted  to  the  Secretary 
of  State,  that  it  was  transferred  to  the  Judicial  Department  for  the  purpose  of  being  brought 
forward  at  the  next  meeting  of  the  Legislative  Council. 

5.  I  had  the  honour  to  have  charge  of  the  bill  before  the  Council,  but  in  moving  the  first  Paragraph  59. 
reading  of  it  I  did  not,  I  must  say,  consider  it  requisite  to  institute  any  comparison  between 

it  and  the  bills  granting  fresh  chatters  to  the  Banks  of  Bengal  and  Madras;  all  that  it 
seemed  to  me  necessary  to  do  was  to  point  out  the  principal  changes  which,  as  compared 
with  the  Old  Charter,  the  bill  proposed  to  effect. 

0.  On  remarking  on  section  31  of  the  draft,  which  corresponds  with  section  32  of  the  Paragraph  59. 
bill  as  finally  passed,  I  did  not,  however,  make  special  allusion  to  the  words  referred  to  in 
the  extract  from  the  despatch  in  question,  and  1  may  state,  from  my  knowledtre  as  well  as 
from  my  recollection  of  what  took  place  both  while  the  draft  was  under  consideration  and 
while  the  bill  was  before  the  council,  that  these  words  did  not  attract  attention  on  the  part 
of  any  one.  There  is  no  doubt,  I  think,  that  they  crept  into  the  bill  simply  in  consequence 
of  the  phraseology  of  the  English  Joint  Stock  Company's  Act  having  been  followed  in  the  P^Mff^phfiS. 
preparation  of  the  draft. 

7.  It  will  be  observed  from  paragraphs  52  and  54  of  the  Summary  that  I  had  the  honour 
of  suggesting  that  the  wording  of  the  Act  for  the  Bank  of  Bengal  should  be  adopted  in 
preference,  but,  for  the  reasons  stated  in  paragraphs  53  and  56,  that  suggestion  was  not 
acted  upon,  which,  of  course,  it  is  now  to  be  regretted  was  not  done. 

I  have,  &c. 
(signed)        A.  D.  Robertson, 
Bombay,  31  January.  1867.  Bombay  Civil  Service. 


(No.  89  of  1867. — Government  of  India. — Financial  Department,— Accounts.) 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 

My  Lord,  Fort  WiUiam,  20  March  1867. 

In  continuation  of  our  Financial  Despatch,  No.  27,  dated  the  19th  January 
last,  in  paragraph  2  of  which  we  stated  that  the  inquiry  made  in  Lord  Cran- 
bome's  Despatch,  No  290,  dated  17th  December  1866,  relative  to  the  circum- 
stances attending  the  insertion  of  the  words  ^'  or  other  public  companies,"  in 
clause  32  of  Bombay  Act  X.  of  1863,  would  be  separately  answered,  we  have 
the  honour  to  refer  you  to  the  despatch  to  your  address  from  the  Government  of 
Bombay,  No.  3,  dated  the  1st  March  1867,  and  its  enclosure,  copy  of  which  has 
been  furnished  to  us  by  that  Government. 

2.  It  is  to  be  regretted  that  the  legal  advisers  of  the  Bombay  Government, 
instead  of  adhering  to  the  wording  of  the  Charter  Act  of  the  Bank  of  Bengal, 
should  have  gone  out  of  the  way  to  follow  the  Joint  Stock  Companies  Act,  the 
provisions  of  which  are  not  suitable  to  the  regulation  of  the  business  of  a  bank 
in  immediate  connection  with  the  Government. 

3.  The  bill  was  originally  submitted  direct  by  the  Government  of  Bombay  to 
this  Department  for  approval  in  1862,  when  this  important  departure  from  the 
Charter  Act  of  the  Bank  of  Bengal  appears  to  have  escaped  notice.  The  Bill 
remained  pending  for  upwards  of  a  year,  when  it  finally  obtained  the  assent  of 
the  Governor  General  without  reference  to  this  Department.  Measures  have 
been  taken  to  prevent  the  recurrence  of  such  a  miscarriage  in  future. 

We  have,  &c. 
(signed)        John  Lawrence. 
W.  Mansfield. 
H.  S.  Maine. 
W.  GrM. 
G.  N.  Taylor. 
W.  N.  Massey. 
H.M.  Durand. 
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(No.  93  of  1867. — Gov'ernment  of  India.  —Financial  Department. — Accounts.) 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir,  Fort  William,  23  March  1867. 

With  reference  to  our  telegram  of  the  20th  instant,  intimating  th*it  the  tele- 
gram  sent  by  the  Bank  of  Bengal  to  the  *'*  Times "  newspaper,  rdaiive  to  the 
proposed  incorporation  of  the  Bank  of  Bombay  with  the  Bank  of  Ben«:al,  went 
with  our  concurrence  and  approval,  we  have  the  honor  to  forward  for  your  in- 
formation a  co|)y  of  the  correspondence  that  has  taken  place  on  the  subject. 
We  will  defer  the  expression  of  our  views  until  we  are  in  possession  of  the  teroas 
which  may  be  mutually  agreed  upon  between  the  two  Banks  of  Bombay  and 
Bengal,  and  of  the  proposals  which  may  be  made  by  the  united  Bank  for  the 
future  transaction  of  the  Government  business. 

We  have,  &c. 
(signed)         John  Lawrence. 
H,  S.  Maine. 
W.  Grey. 
G.  N.  tailor. 
W.  iV^  Massey. 
H.  M.  Durand. 


(Dated  19  March  1867.) 


From  Cr.  Dickson,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bengal,  to  the  Secretary  t> 
Government  of  India. — Financial  Department. 

By  orHer  of  the  Directors,  I  have  the  honor  to  enclose  copy  telegrams  and  correspondence 
with  the  Bank  of  Bombay  regarding  the  propo-al  to  incorporate  it  with  the  Bank  of  Bengal. 
With  the  sanction  of  His  Excellency  the  Viceroy  and  Governor  General  in  Council,  who 
has  already  in  general  terms  expressed  an  opinion  favourable  to  the  fusion  of  the  two  banks, 
I  am  to  state  that  arrangements  to  tliat  end  will  be  pressed  forward. 

The  Directors  trust  that  the  proposed  arrangements  set  forth  in  the  enelosores  will  at 
once  meet  with  the  full  apj^roval  of  Government,  as  the  interests  of  the  shareholders  in  the 
Bank  o\  Bombay  are  in  serious  jeopardy,  and  can  apparently  be  rescued  only  by  cajrying 
into  ed'ect  the  proposed  measures  of  relief,  which  tlie  Directors  of  the  Bank  of  Bombay  have 
already  generally  approved. 

ElfCIiOSXTRES. 

1.  Copy  Minute  by  Secretary  and  Treasurer,  dated  iRt  March,  adopted  by  the  Directors. 

2.  Copy  Letter  of  7th  instant  to  Bank  of  Bombay,  transmitting  same  for  consideration. 
:J.  Copy  Telegram,  dated  14th  instant,  from  Bank  of  Bombay,  in  reply  to  letter  of  7th. 

4.  Copy  Telegram,  dated  16th  instant,  from  Bank  of  Bombay,  intimating  that  official 
reply  to  bank's  proposal  had  been  posted  on  that  date. 

5.  Copy  Telegram,  in  cipher  dated  16th  in&tanty  rrom  President  of  Bank  of  Bombay  to 
President  of  Bai^k  of  Bengal. 

6.  Copy  Telegram  agreed  on  yesterday  at  a  special  meeting  of  the  Directors  of  Bank  of 
Bengal,  and  ordered  to  be  transmitted  throiigh  the  Bank  of  Bombay,  for  publvcation  in 
England,  with  the  view  of  making  known  to  £nglish  shareholders  the  probabflhy  of  addi- 
tional capital  being  called  up. 

7.  Copy  Telegram  of  lath  to  Bauk  of  Bombay,  in  reply  to  cipher  message  of  16th  instanL 


No.  I. 
(Dated  1  March  1867.) 


Prom  G.  Dickgen,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bengal,  to  the  Directors  of  the 

Bank  of  Bengal. 

Rblatitb  to  letter  of  27th  ultimo,  from  the  Honourable  David  Cowie,  with  enclosure 
from  Mr.  Rusiomjee  Jamsetjee  Jeqcfbhey, urging  the  establiohmentof  a  branch  of  this  bank 
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in  Bombay,  I   have  now  the  honour  in  conformity  with  your  directions  to  embody  in  this 
form,  the  memoranda  wliich  I  submitted  as  part  of  your  yeste^Jay's  proceedings. 

The  extension  of  tlie  bank's  operations  to  the  Bombay  Presidency,  which  is  now  urged 
for  adoption,  in  cons*?quence  of  the  untoward  position  of  the  Bank  of  Bombay,  mu3t  be 
viewed  in  t^^  o  aspects. 

First. — In  the  aspect  of  opening  a  branch  in  Bombay,  and  confining  operations  to  the  city 
alont^,  together  with  the  probable  effect  of  such  action  by  the  Bxtnk  of  Bengal  on  the  posi- 
tion of  the  Bank  of  Bombuy,  and  the  interests  of  its  shareholders. 

Second. — In  the  broader  aspect  of  fusiny:  the  three  Presidency  Banks  «nd  creating  one 
great  bank  for  India,  with  the  active  control  in  Calcutta,  in  the  sense  of  its  being  the  seat  oi 
the  Supreme  Government 

Assunnng,  by  reason  <»f  the  einl>arras8ed  position  of  the  Bank  of  Bombay,  that  it  is  not 
equal  to  meet  the  monetary  requirements  of  that  Presidency,  and  that  you  should  resolve  to 
occupy  the  field  in  cansequence,  the  first  question  to  be  solved,  is  whether  under  the  existing 
Charter  it  is  competent  to  do  so. 

By  the  36th  section  it  is  declared  that  it  shall  be  lawful  for  the  Directors  with  the  sane*  ^•B. — Confirmed 
tion  of  the  Governor  Gt^nernl  in  Council,  from  time  to  time,  to  form   business  agencies,  and  ^  ^^c^wVwhem 
to  establish  branch  banks  *'at  such  places  as  they  may  deem  advantageous  to  the  interests  case^submitted'r^ 
of  the  bank."     It  nioreovej  provides  for  the  conduct  and  transaction  by  such  branches  of  garding  Bank  of 
the  business  of  the  local  Government  treasuries,  as  well  as  for  the  management  of  the  paper  Bombay  opening  at 
currency,  at  prtsent  in  abeyance.  Jnbbnlpore  and 

By  section  6.  power  is  given  to  call  up  capital  to  the  extent  of  three  crores  in  all,  or  80     *SPo^®* 
lakhs,  in  addition  to  the  amount  already  paid. 

Thus  then  it  is  apparent  that  the  occupancy  of  Bombay  is  not  only  competent,  but  that 
under  the  existing;  charter  you  can  provide  the  neoessary  capital. 

I  am,  however,  clearly  uf  opinion  that  such  action  on  the  part  of  this  bank  would  in* 
fallibly  end  in  the  total  collapse  of  the  Bank  of  B(»mbay.  Its  connection  with  Government 
is  limited  to  ont' year,  and  as  public  confidence  is  undeniably  gone^  1  fear  that  there  exists 
no  propable  hope  of  extrication  from  their  present  embarrassments,  but  almost  the  certainty 
of  a  tedious  and  costly  viind  up,  should  these  relations  be  terminated  on  the  expiry  of  the 
year.  Meanwhile  their  ordinary  business  would  be  filtered  away  to  the  bank's  agency,  or 
other  banking  institutions  in  Bonibay.  To  the  shareholders  such  a  result  would  inevitably 
be  disastrous.  I  say  so  with  all  the  more  confidence  and  freedom,  because  it  is  too  well 
known  that  the  value  of  their  remaining  capital  defiends,  to  a  large  extent,  on  the  realizutiun 
of  the  assets  of  insolvent  estates,  while  the  liability  for  impending  calls  on  the  shaies  of 
joint  stock  companies,  held  in  the  bank's  name,  or  in  the  names  of  its  accredited  officers, 
is  not  yet,  I  believe,  cleaily  defined,  nor  ascertained  with  exactitude. 

With  such  contplcations  before  you,  1  submit  that  it  is  more  expedient  to  consider  the 
question  in  its  broader  and  more  t  xtended  aspect,  with  tlie  view  of  conciliating  and  con- 
serving not  only  existing  interests,  but  of  eatablishmu;  one  great  central  bank  for  all  India, 
by  abolishing  the  distinctive  names  of  the  several  banks,  and  so  merging  them  all  into  one, 
under  a  new  Charter  and  a  new  name. 

Before,  however,  discussinir  this  alternative  measure,  and  seeing  that  immediate  action 
has  become  necessary,  I  >ubmit  ior  consideration,  that  the  Bank  of  Bombay  should  be  ap^ 
preached  with  a  proposal  to  the  effect,  that  pending  the  maturing  of  legislation  in  connec- 
tion with  the  new  Charter,  a  provisional  agreement  be  entered  into  between  the  two  banks, 
by  vvhi«  h  certain  pivileges  should  be  conceded  to  the  shareholders  of  the  bank  of  Bombay 
immediately  and  prospectively,  on  the  same  footing  as  those  to  be  enjoyed  by  the  share- 
holders of  the  baiiks  of  Bengal  and  Madras. 

Should  the  proposal  be  entertained,  and  the  field  left  open  in  an  amicable  spirit,  I  submit 
that  the  Bank  of  Bengal  should  immediately  call  up  the  remaining  portion  of  its  capital,  and, 
allot  (he  whole,  rateably,  among  its  own  shareholders,  at  a  premium  of  25  per  cent.,  i.  e. 
rating  each  sbaie  of  1,000  rupees  ut  1,250  rupees^  or  the  full  share  of  4,000  rupees  at  5,000 
rupees  ;  thus,  according  to  the  present  market  rate,  giving  a  bonus  or  surplus  on  the  single 
share  of  500  rupees,  and  2,000  rupees  on  the  full  share.     This  effectt^d,  a  wiiole  crore  is 

f)laced  at  vour  disposal  for  taking  up  the  business  of  the  Bank  of  Bombay,  in  that  city  ttt 
east.     Meanwhile  the  remanent  branches,*  eUven  in  number,  could  be  dealt  with  accoiding  *  N.B.—Kine 
to  circumstances,  by  being  carried  on  nhm^  with  the  addition  of  the  treasury  busincbS,  branches vrithdrawn. 
(never  yei  conceded  to  them  by  Government^  should  the  disclosure  of  the  position,  progress, 
and  future  prospects  of  each,  warrant  their  prolonged  existence. 

The  present  premises  in  Bombay,  at  Kurrachee,  and  the  other  branches  might  be  taken 
ovei,  either  on  the  valuation  of  parties  mutually  chosen  or  on  lease.  Sufficient  accommo  >a- 
tion  would  be  reservt  d  for  affording  every  facility  for  the  realisation  of  their  outstanding 
assets  by  the  bank  of  Bombay. 

On  such  realisation  being  effected,  or  at  fixed  and  progressive  dates,  I  would  propose 
under  the  agreement,  to  allot  to  the  shareholders  of  ihe  bank   of  Booibay,  for  the  tkne 
being,  a  crore  t  of  capital,  at  the  same  rate  as  that  charged  to  the  proprietors  of  this  bank,  f  Nearly  their 
<»  the  call  of  80  lakhs,  viz.,  26  per  cent  premium.     That  is  to  say,  for  125  lakhs  they  will  emsting  capital, 
receive  at  present  prices  176  lakhs  of  marketable  stock.     Nor  is  it  too  much,  I  apprehend,  iMkkh^^*"** 
to  assume  that  the  proposal  now  made,  if  carried  out  in  its  integrity,  with  the  sanction  of 
Government,  will  greatly  enltance  existing  prices.     I  think  a  limit  of  2,000  rupees  for  each 
single  share  may  reasonably  be  calculated  on.     Thus  then,  the  two  baiiks,  when. bo  ujiited, 
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would  have  a  paid-up  capital  of  four  crores,  and  a  reserve  fund  of  nearly  sixly-five  Ukhs, 
a  sum,  in  my  juHpment,  by  no  means  excessive  nor  larger  than  what  the  bank  so  consti- 
tuted ought  to  hold  in  relation  to  its  paid-up  capital,  so  as  to  provide  for  possible  and  uo- 
forcseeii  contingencies. 

There  remains  then  only  the  Bank  of  Madras  to  be  dealt  with.  It  is  not  necessary  that 
any  great  pressure  should  be  brought  to  bear  upon  them  towards  forming  a  junction  with 
the  United  Bank.  They  naght,  however,  have  it  in  their  optinn  to  do  so  on  conditions  of 
all  but  equality  with  the  Bank  of  Beniial,  seeing  that  the  market  value  of  their  stock  stands 
relatively  to  our  own  as  160  to  17.5.  Provision  has  been  made  under  their  new  Charter  to 
extend  their  capital  from  fifty- six  lakhs  to  one  crore.  1*his  being  so,  and  in  contemplation 
of  their  busines:i  being  extended  to  Ceylon,  it  is  probable  that  the  full  amount  permissible 
will  ere  long  be  called  up.  Assuming  such  to  be  the  case,  and  bearing  in  mind  that  the 
capital  of  the  United  Bank  otherwise  is  four  crores,  with  a  reserve  of  say  sixty-five  lakhs, 
the  fair  and  rateable  proportion  which  Madras  ought  to  contribute  to  the  reserve  fund,  along 
with  transfer  o(  guaranteed  assets^  may  fairly  be  taken  at  fifteen  lakhs  ;  thus  bringing  up  the 
total  capital  to  five  crores,  and  the  reserve  fund  to  eighty  lakhs.  A  moment's  reflection 
will  show  that  this  proposal  is  both  equitable  and  reasonable.  If  the  addi:ional  capital  of 
forty-four  lakhs  is  called  up  and  divided  among  the  shareholders  of  the  bank  of  Madras, 
on  the  same  terms  as  those  on  which  tl*e  bank  proposes  to  allot  the  eighty  lakhs  to  our  own 
proprietors,  then  they  realise  eleven  lakhs ;  which,  added  to  their  existing  reserve  of  say 
five  lakhs,  gives  them  sixteen  lakhs,  or  one  lakh  more  than  the  mteable  amount  proposed  to 
be  contributed  to  the  common  reserve  fund. 

Into  details  of  management  or  minor  conditions  on  which  the  business  of  tiie  then  United 
Bank  should  be  carried  on,  it  is  not  necessary  to  enter  at  present  One  or  two  points  may, 
however,  be  shortly  noticed. 

The  nominal  capital  under  the  new  Charier  should  be  ten  crores — one-half  being  paid  up, 

Local  Boards  would  be  continued  as  at  present  in  Bombay  and  Madraa,  but  the  supreme 
control  and  the  rules  and  regulations  for  the  conduct  of  the  business  must  rest  in,  and  be 
laid  down  by  the  Board  in  Calcutta,  t>.,  that  the  same  rules  and  conditions  under  which 
business  is  carried  on  here,  must  be  strictly  adhered  to  and  be  conformed  to  by  Bombay  and 
Madras ;  and  that  power  to  enforce  their  due  observance  be  specially  reserved. 

As  already  observed,  Madras  may  possibly  mise  objections.  I  think  it  would  be  for  the 
interest  of  the  shareholders  of  that  institution  to  fall  in  with  the  proposal.  If,  however, 
they  should  be  of  a  different  opinion,  their  refusal  will  in  no  way  affect  the  carrying  out  of 
the  proposal  as  regards  Bengal  and  Bombay.     In  time  Madras  must  follow. 

There  are  only  two  points,  then,  in  the  proposed  fusion  of  the  banks  on  which  for  a 
moment  I  dwell,  and  to  which  I  deem  it  necessary  to  call  your  special  attention. 

In  deiilin^  with  the  Bank  of  Bombay,  I  stipulate  as  the  radical  and  indispensable  con- 
dition of  union  or  absorption,  that  this  bank  takes  over  from  them  nothing  but  cash  towards 
payment  of  its  quota  of  capital,  at  such  periods  as  they  themselves  may  elect.  Their  de- 
posits and  legitimate  business  will  follow  as  a  matter  of  course. 

In  carrying  through  negotiations  with  the  Bank  of  Madras,  on  the  other  hand,  I  not  only 
propo>e  to  take  over  capital,  but  also  their  entire  existing  business,  exclusive  of  past  due  or 
irregular  advances,  on  th**  simple  guarantee  of  the  bank  itself. 

Should  Bombay  decline  these  overtures,  which  I  scarcely  think  they  will  do,  then  of 
course  it  remains  with  Government  and  yourselves  to  consider  whether  ii  is  desirable  or 
politic  that  the  present  chronic  state  of  distrust  and  embarrassment  should  any  longer  be 
tolerated  on  the  other  side. 

If  Government  and  the  director  should,  in  the  last  resort,  resolve  to  comply  with  the 
wishes  of  a  friendly  section  of  the  Bombay  community,  I  will  be  prepared  to  carry  out  your 
instructions,  and  on  very  short  notice  organise  a  competent  staff  to  commence  operations  by 
opening  a  branch  in  Bombay. 

Having  thus  dealt  with  the  more  practical  portion  of  the  question  in  both  its  aspects  as 
set  forth  in  the  early  portion  of  this  Minute,  1  deem  it  necessary,  in  continuation,  to  advert 
as  shortly  as  possible  to  its  consideration  in  a  public  point  of  view,  and  why  it  humbly 
appears  to  me  that  in  the  interests  of  Government,  the  bank,  a'.id  the  public,  it  is  desirable 
to  have  one  strong  bank  for  India.  First  of  all,  however,  it  may  be  well  to  stale  that  we 
have  at  home  a  class  of  political  economists,  who  hold  the  theory  that  in  currency  and 
banking  legislation  it  is  sounder  policy  so  to  frame  the  laws  as  to  encourage  the  distribution 
of  the  Dunking  reserves  of  a  country  among  several  banks,  instead  of  holding  them  in  a 
single  bank.  It  is  not  improbable  that  some  people,  reasoning  by  analogy,  and  holding 
in  principle  similar  views,  may  propound  them  in  India,  while  others  who  care  little  about 
the  principle  will,  from  interested  and  factious  considerations,  join  again,  as  they  have  done 
before,  in  decrying  the  bank. 

The  question  of  rival  e-^^tablishments  first  assumed  a  practical  shape  in  1865,  when  a 
commission  was  appointed  by  the  French  Government  to  inquire  into  the  constitution  of 
the  Bank  of  France,  and  to  report  whether  there  should  be  another  and  great  rival  bank  of 
issue  to  that  institution. 

The  Bank  of  France,  in  a  stricter  sense  than  the  Bank  of  England,  has  a  monopoly  of 
banking  throughout  the  empire,  and  of  the  paper  circulation,  which  is  unrestrained  by 
legislative  enactments,  and  which,  moreover,  the  bank  itself  issues  and  is  bound  to  protect. 

The  Bank  of  England,  in  like  manner,  issues  its  own  notes  and  protects  their  con- 
vertibility, but  the  law  defines  the  proportion  of  securities  and  bullion  which  must  be  held 
against  the  paper  circulation,  and  separates  the  issue  from  the  banking  department.    But 
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the  Bank  of  England,  in  respect  of  the  legal  fetters  imposed,  and  that  it  pays  to  Grovem- 
Dient  a  large  proportion  of  the  profits  arising  from  the  paper  currency,  may  in  a  sense  be 
looked  on  rather  as  the  agents  of  Government  for  doing  the  retail  work  connected  with  the 
paper  currency,  than  the  pure  issuer  of  its  own  notes.  Both  banks  have  not  a  few  exclusive 
privileges ;  some  of  those  of  the  Bank  of  England  are  of  an  enduring  nature,  while  as 
bankers  to  Government  their  agreement  extends  to  twenty-five  years  certain.  Both  banks 
are  the  two  great  reservoirs  in  which  the  banking  reserves  of  both  nations  are  held. 

I'he  Commission  of  the  French  Government,  after  taking  evidence  from  the  ablest 
financiers,  and  some  of  the  more  notable  political  economists  in  France  and  England,  have 
reported  against  the  proposed  creation  of  another  rival  bank  in  that  country,  and  I  venture, 
it  may  be  with  great  presumption,  to  doubt  if  the  moneyed  classes,  including  the  repre- 
sentatives of  the  London  and  provincial  banks,  will  in  1867  gainsay  the  evidence  wiiich 
they  gave  in  1848  and  1858  in  favour  of  the  constitution  of  the  Bank  of  England,  so  far  at 
least  as  the  banking  department  is  concerned. 

The  only  countries,  so  far  as  I  know,  where  there  is  a  semblance  of  proof  to  support  the 
theory,  are  America  and  Canada.  As  regards  the  former  I  have  to  remark  that  prior  to 
1861  banking  and  currency  were  entirely  free,  resulting,  as  we  all  know,  in  great  public 
injury,  bad  faith,  and  bankrupt  corporations.  In  186I  Mr.  Chase,  the  then  Secretary  of 
State,  succeeded  in  raising  forty-four  millions  out  of  the  one  hundred  and  nine  millions 
requisite  for  the  financial  wants  of  that  year.  Of  the  amount  so  raised  thirty-three  millions, 
or  76  per  cent,  was  taken  by  the  banks  of  the  Federal  States,  but  they  were  too  poor  to 
continue  the  process,  because  both  their  capital  and  deposits  were  perfectly  inadequate  to  the 
demands  of  Government.  The  English  market  was  tried  without  success,  and  American 
capitalists  could  afford  no  further  assistance.  In  this  dilemma  the  expedient  was  fallen 
npon  of  practically  confiscating  the  note  circulation  of  the  whole  of  the  banks;  the  legal 
tender  greenbacks  were  forced  upon  the  country,  and  thus  a  new  loan  of  a  large  amount 
was  raised.  Of  the  extraordinary  depreciation  in  the  value  of  the  paper  and  the  enhance- 
ment of  gold  measured  in  greenbacks  which  followed,  I  need  not  remind  you ;  but  it  yet 
remains  to  be  seen  whether  the  compulsory  measure  resorted  to  in  time  of  war,  and  which 
requires  the  fifty-nine  banks  to  hold  iheir  reserves  in  notes,  not  convertible  into  tjold,  but 
receivable  for  taxes,  is  likely  to  prove  successful  or  beneficial  to  the  country.  The  last 
return  quoted  by  the  **  Economisi  "  of  25th  August  last  shows  that  only 

£.1.700,818  in  gold  with 

£.  16,168,102  legal  tender  notes  of  the  State, 

or  a  total  of  17,868,920/.,  was  held  against  upwards  of  forty  millions  of  deposits  and 
something  over  five  millions  of  the  note  circulation  of  the  banks,  the  residue  of  former 
issues. 

Eschewing  the  doubtful  policy  adopted  by  America,  the  Government  of  Canada,  although  iV,i?_Biinkof 
it  abolished  the  privilege  of  issue  enjoyed  by  the  several   banks,  and  took  the  paper  issues  Bengal  committion 
into  its  own  hands,  yet  deemed  it  fair  to  anord  liberal  compensation  to  the  several  banks,  only  f  per  cent 
and  entrusted  the  management  of  the  paper  currency  to  the  lari^est  bank  in  the  provinces, 
viz.,  the  Bank  of  Montreal,  at  an  annual  charge  not  exceeding  one  per  cent  on  the  average 
amount  actually  in  circulation. 

Unlike  the  Governments  of  England,  France,  and  Canada,  but  in  some  degree  pursuing 
a  policy  akin  to  that  of  America,  the  Government  of  India  has  taken  the  right  of  issue  as 
well  as  the  management  of  the  paper  currency  of  India  to  itself. 

Assuming,  then,  that  the  theoiy  under  review  is  in  itself  sound,  and  can  be  successfully 
carried  into  practice  by  the  Government  of  India,  1  observe  that  the  separation  of  currency 
from  banking  cannot  be  more  complete  in  any  country. 

All  exclusive  privileges  have  been  taken  from  the  Presidency  banks,  which  are  simply 
bankers  to  Government  in  the  same  way  as  they  are  bankers  to  the  merchants  and  local 
banking  institutions  in  the  several  Presidencies.  There  is,  however,  this  impoitant  distinc- 
tion that,  under  a  terminable  agreement  and  certain  penalties,  Government  covenants  to 
keep  a  minimum  floating  balance  at  their  credit  with  the  several  banks.  Otherwise,  and 
for  services  performed,  the  relations  of  Government  with  the  banks  are  intimate,  and,  I  add, 
are  or  ought  to  be  valuable  to  both. 

In  Calcutta,  and  I  assume  throughout  the  chief  cities  in  India — the  Presidency  banks 
are  the  holders  of  almost  the  entire  reserves  of  those  who  keep  a  banker. 

Banking  in  India  is  entirely  free,  and  has  had  of  late  yeai*s,  as  we  all  know,  a  very  re- 
markable development.  If,  however,  we  go  back  a  little  and  trace  its  rise,  progress,  and 
fall,  it  will  be  found  that,  without  almost  an  exception,  every  European  bank  started  in  this 
country  soon  lost  its  distinctive  character  of  a  bank  proper,  and  either  became  insolvent  or 
found  Itself  established  in  London  as  a  bank  of  exchange.  These  banks  have  ramified  con- 
nections with  the  seaports  of  India,  the  Straits,  China,  Australia,  Japan,  California,  and 
elsewhere.  Most  of  them  have  the  privilege  of  a  note  circulation  beyond  the  confines  of 
India,  and  everywhere  they  more  or  less  cultivate  a  local  banking  business. 

As  a  convenience,  and  on  the  obvious  ground  of  economy,  the  Indian  branches,  however, 
choose  to  keep  their  cash  reserves  with  the  Presidency  banks,  and  in  limes  of  difficulty— 
I  ^ut  the  matter  broadly — they  calculate  upon  receiving  assistance  from  their  bankers. 

Taken  then  matters  as  we  now  find  them,  the  question  is  raised — Are  there  in  India  the 
materials  for  enforcinvr,  by  legislation,  uniformity  in  the  rule  under  which  each  bank  must 
keep  its  own  reserves  in  Government  notes,  and  is  it  desirable  or  expedient  to  encourage 
such  legislation  ? 
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To  obtaia  uniformit\%  the  law  must  o?erHride  the  existing  charters  of  those  baob, 
compel  the  weekly. publication  of  assets  and  liabilities,  so  that  the  proportion  of  silver  or 
Government  legal  tender  notes  may  bt^  assimilated  to  the  cunount  of  advances  outstanding. 
Even  if  the  above  difficulty  can  be  got  over,  I  apprehend  that  the  opposition  of  the  banfa 
would  be  vrry  formtdnUe.  They  would  be  obliired  under  such  a  law  to  throw  on  the 
market  Uiat  large  portion  of  their  reserves  which  tliey  hold  at  present  in  the  interest,  be^ir- 
inor  securities  of  Governinent,  and  convert  them  into  leo^al  ti-nd^  notes  which  do  not  bear 
interest*  Neither  Government  nor  the  banks  could  possibly  gain  by  such  a  measure.  I 
tjuestion  indeed  if  i^  reality  it  would  not  prove  futile  so  long  as  the  banks  can,  without  let 
or  hindrance,  create  on  comparatively  small  capital;*  a  very  large  superstructure  of  credit, 
by  valuing  on  each  oiher  according  to  their  necessities,  either  on  demand  or  at  long 
currencies. 

is  it  then  expedient  to  hold  out  sufficient  indu'-ements  to  new  institutions  to  e^tablisk 
themselves  in  this  country,  keep  their  own  reserves,  and  confine  'heir  o|>erations  exclusively 
to  India,  the  same  way  the  Presidency  banks,  the  Baaiks  of  England  and  France,  and 
in  Airverica,  restrict  their  operations  ? 

I  think  not.  All  past  experience  while  bankins  has  been  entirely /ree,  goes  agaiiisttbe 
theory*  Govemmeiit  might  indeed  sever  the  existing  connection,  create  a  rival  establish- 
nient,  and  give  to  it  the  restricted  nse  of  their  balances,  but  that  would  simply  be  a  chani^e 
of  bankers,  and  probably  result  in  the  serii>us  weakening  of  one  bank,  only  lo  magnify 
4tnoiber,  or  rival  establishment. 

Purely  local  banks,  with  branches  throughout  the  Presidencies,  to  be  really  useful  and 
advantageous  to  the  country,  must  be  established  and  conducted  on  sound  principles.  To 
such  banks  the  prestiiie  of  G«>vernment  is  of  the  last  importance. 

Yon  cannot,  I  submit,  institute  a  &ir  analogy  between  England  or  France,  or  Anierica 
and  India,  nor  with  safety  or  advantage  force  u;/on  India  theoretical  legislation  in  bankiag 
or  currency. 

The  usages,  customs,  and  habits  of  the  people  of  this  country,  who  are  a  natioQ  of 
tiaffickers  in  mofvey  as  well  us  in  the  inland  exchanges,  are  opposed  to  the  rapid  growth  of 
purely  Avestern  custon)s  and  institutions.  They  must  ever  retain  in  their  own  hands  against 
all  competitors,  by  far  the  largest  portion  of  the  purely  banking'  operations  in  India,  and 
legislation  cannot  possibly  reach  them.  They  have  sutficient  influence,  eitlier  by  activecom- 
bination  or  passive  inaction,  to  defeat  any  movement  of  the  kind,  unless  indeed  they  find 
that  it  subserves  their  own  intere^its. 

The  question  appears,  tlien,  to  be  narrowed  to  this  issue.  Is  it  preferable,  with  a  view 
to  the  holding  of  separate  reserves,  to  continue  the  three  banks  in  the  respective  Presiden- 
cies, or  to  fuse  them  into  one  ? 

The  unfortunate  position  of  the  Bank  of  Bombay,  apart  from  all  other  considerations, 
renders  it,  in  my  opinion,  not  only  preferable,  but  necessary.  The  element  ot  uncertainty 
regarding  such  a  large  portion  of  its  assets;  the  impending  liability  for  heavy  calls;  the 
impaired  credit  and  crippled  resources  of  the  bank  ;  and,  beyond  all,  its  inability  to  cope 
with  rectirring  monetary  crises,  must  from  time  to  time  bring  its  position  prominently  before 
the  public,  arid  tend  to  unpleasant  discus-^ions  with  Government.  ITie  reserve  of  the  bank 
with  numerous  branches,  and  a  capital  reduced  by  nearly  one-half,  cannot  possibly  be 
maintained  at  the  same  high  ran^e  as  that  under  the  amalgamated  bank,  which  provides  so 
much  additional  capital  specially  for  Bombay  recmirements.  Nor  can  Governnient  ha?e 
perfect  freedom  in  dealing  with  their  balances  at  Bombay  so  long  as  public  confidence  is 
wanting  in  the  stability  of  that  bank  as  now  constituted.  The  uniformity  in  administrfltion 
which  must  follow  on  the  fusion  of  the  banks,  will  cenainly  tend  more  than  divided  action 
to  maintain  public  credit ;  and  to  restore  broken  confidence  by  attracting  deposits  and 
thereby  enlarging  the  reserves  of  the  bank. 

A  multiplicity  of  banks  beyond  the  Presidency  towns,  purely  local  in  their  character  and 
in  their  business,  who  would  be  compelled  by  law  to  hold  a  certain  amount  of  reserve  pro- 
portioned to  their  advances,  is,  I  repeat,  in  my  opinion  not  attainable  or  possible  here. 

It  is  a  delicate  point  to  insist  on,  but  1  ydd  that  I  do  not  believe  that  tire  paper  cur- 
rency can  ever  bave  a  fair  trial  in  India  until  the  management  of  it  is  restored  to  the  banks. 
Government  bfgan  at  the  wrong  end  by  prematurely  appropriating  to  itself  the  supposed 
lar^e  prc»tit8  <»f  an  imperfect  circulation.  Accepting  it  as  nn  accomplished  fact,  I  neverthe- 
less, with  much  deference,  adhere  to  my  frequently  recorded  opinion,  that  our  currency 
legislation  has  been  "wrongly  directed,  and  that  it  is  <»nly  through  the  agency  of  the  banks 
that  a  note  circulation  can  ever  have  a  thorough  development  throughout  India. 

BankiiiSf  monopoly  is  not  possible.  No  Government,  so  far  as  the  mere  banking  con- 
nectiim  is  concerned,  stands  more  loosely  towards  a  State  bank  than  does  the  Governroertt 
of  India  towards  the  Presidentjy  banks  of  India.  If  Government  or  the  public  are 
aggrieved,  if  t^ms more  favourable  can  be  obtained  by  Government  at  the  termination  of 
the  short  existing  agreement,  the  connection  may  be  at  once  ended  as  a  matter  of  course. 

To  obtain  and  preserve  that  cronnection,  the  amalgatnated  bank  must  necessarily  mafce 
sacrifices  which,  under  other  circumstances,  would  be  unnecessary.  That  the  connection  is 
now  advantaiicous  to  Government,  the  bank  ui  d  the  public,  is  admitted,  and  that  it  will  be 
much  greater  under  a  united  bank  is  set  lorth  herein. 

Banks  who  have  to  consult  only  tlieir  own  safely  and  profits,  cannot  afford  to  extend 
help  10  others  in  times  of  difficulty. 

To  recapitulate,  then,  with  such  a  large  capital  actually  provided,  nnd  liable  to  furtbc 
calls  in  case  of  need,  with  un  adequate  leserve  fund  in  the  event  of  unforeseen  losses  arising 
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either  from  the  ordinary  business  or  from  political  disturbances,  I  submit  that  tbe  pro- 
i>o<ed  united  bank  woiild  be  equal,  at  all  times  and  under  all  circumstances,  not  only  to 
meet  the  legitimate  requirements  of  commerce,  but  by  unity  of  action,  and  under  the  eye 
of  the  Supreme  Government,  to  contr*>l  those  recurring  monetary  crises  which,  although 
hitherto  more  felt  in  the  Bombay  Presidency,  yet  very  closely  and  intimately  affect  the 
interests  and  position  of  all. 

Government  would  have  an  absolute  guarantee  for  the  unvarying  manasement  of  their 
treasuries  under  one  controlling  power;  a  certcunty  of  greater  economy  in  the  use  and 
distribution  of  their  balances  throughout  India;  uniform  management  of  the  public  debt 
under  the  same  safegunrd?,  but  with  enlarged  security,  and  a  powerful  agent  in  aiding  them 
in  all  their  financial  measures  not  only  at  the  seat  of  Government,  but  by  combined  action 
throughout  the  whole  country. 

Nor  do  I  despair  of  (what  I  venture  to  term)  sounder  views  than  those  which  at  present 
prevail  being  ere  long  adopted  by  Govtrnmeni,  and  of  ihr  management  of  the  paper  cur- 
rency being  lestored  to  the  bank  on  terms  somewhat  similar  to  those  which  it  formerly 
enjoyed,  or  resembling  in  a  modified  degree  the  privileges  of  tbe  Banks  of  England  and 
Montreal. 

In  tno  many  banks,  purely  European,  the  wealthy  natives  and  merchants  have  of  late 
manifested  unniistakeable  distru^t^  and  it  is  submitted  with  confidence  that>  in  legislating 
for  India,  respect  must  i<e  paid  to  their  usages,  habits,  and  prfjudices.  They  have  never 
distrusted  the  Bank  of  BeT)v>al.  Its  extension  on  a  perfectly  sound  and  wider  basis,  com- 
bined with  a  prolongation  of  the  existing  happy  combination  of  official  and  mercantile 
experier»ce  in  the  Boards  of  Directors,  will,  it  is  submitted,  tend  materially  to  tbe  progress 
of  India. 


No.  2. 
(Dated  7  March  1867.) 


From  G.  Dickson,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bengal,  to  the  Secretary  and 

Treasurer,  Bank  of  Bombay. 

I  HAVE  to  inform  you  that  the  demi-official  and  private  letter,  dated  28ih  ultimo,  and 
addressed  to  Mr.  Cowie  by  Mr.  Stewart,  one  of  your  directors,  for  communication  lo  the 
Board,  was  under  consideration  at  their  ordinary  weekly  mteting  ot  this  forenooii.  In  tbe 
sederunt  of  the  28th  February  the  same  subject  was  discussed,  and  as  you  will  find  on  refer- 
ence to  the  enclosed  minute,  I  received  instructions  to  emhody  in  the  present  f«)rm  the 
memoranda  which  I  had  piepared,  and  which  I  read  to  the  directors  on  Thursday  last. 
The  minute  has  been  adopted,  and  will  be  adhered  to  in  its  integrity  by  my  diiectors. 

I  arn  now  desired  to  forward  it  to  \ou  accordingly,  with  the  iblio^ing  explanations, 
viz.: — (1.),  that  in  the  meantime  it  ha<»  not  been  made  public  here;  (2.),  that  it  is  conveyed 
to  your  directors  in  confidence,  but,  en  the  understanding  that  in  the  exercise  of  their 
discretion  they  may  communicate  the  whole  or  such  portions  of  it  only  as  they  may  deem 
expedient  to  tjbe  meeting  of  your  shareholders,  which  has  been  fixed  for  the  12th  instant. 
I  am  to  add,  that  the  chief  reason  which  influences  my  dn-ectors  in  observing  reticence 
in  the  meantime,  is  a  desire  to  prevent  disturbance  in  the  share  markets  of  the  three 
Presidencies,  which  would  probably  ensue  on  a  premature  divulgence  of  tlje  proposed 
scheme  for  one  great  bank  of  India. 

I  have  transmitted  copy  of  the  minute  to  our  friends  the  Bank  of  Madras  on  a  sigailar 
under-standing.  You  are  doubtless  aware  that  the  Government  ha»  expressed  a  desire  to 
consider  favourably  such  terms  as  may  be  mutually  agreed  on  between  the  Banks  of  Bengal 
and  Bombay.  The  ahsorption  or  non-absorption  of  the  Bank  of  Madras  will  not  materially 
affect  the  prop  > sal. 

Kindly  telegraph  as  soon  after  receipt  as  possible  whether  the  proposal  is  likely  to 
be  adopted;  if  favourably  considered  telegraph  the  word  **  Wilson";  if  unfavourably 
**  Trevelyan  " ;  if  accepted  heartily  "  Massey,'*  adding  any  explanation  which  you  may 
consider  necessary. 


No.  3. 

Copy  Tbi«bgeam,  dated  14tli  March,  from  Bank  of  Bombay  in  reply  to 

Letter  of  7th  idem. 

"Directors  Wilson  (interpretation — Directors  entertain  proposal  favourably).     President 
will  telegraph  to  your  President." 


No.  4. 

Copy  Tslsoram,  dated  16th  March,  from  Bank  of  Bombay,  intimating  that  oflScial  reply 
to  Bank's  Proposal  had  been  posted  on  that  date. 

"  Sixteen.     My  answer  to  your  letter  seventh  posted  to-day." 
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No.  5. 

Copt  Tslegikam,  iu  cipher,  from  PrestdeDt  of  Bank  of  Bombay  to  President  of  Bank  of 

Bengal,  dated  16th  Mnrch. 

Directors  generally  approve  of  your  proposal,  provided  Bombay  shareholders  have  the 
option  of  paying  their  portion  of  new  capital  in  one  sum  or  by  instalments. 


No.  6. 

Copt  Telbgram  agreed  on  at  a  Meetinor  of  the  Directors  of  Bank  of  Bengal  held  on  18di 
March,  and  ordered  to  be  transmitted  through  the  Bank  of  Bombay  for  publication  in 
England,  with  the  view  of  making  known  to  English  Shareholders  the  probability  of 
additional  Capital  being  called  up. 

Bank  of  Bombay  generally  accepts  terms  of  Bank  of  Bena^al  for  incorporation  in  one 
bank,  subject  to  approval  of  Government  and  shareholders.  Bank  of  Bengal  proposes  to 
extend  operations  to  Bombay  under  new  charter,  and  new  name.  Scheme  embraces 
Madras,  so  as  to  create  one  bank  for  India.  Capital  ten,  twice  five  millions  sterling,  one- 
half  to  be  called  up.  Bank  of  Bombay  to  receive  one  mUlion  sterling  of  new  capital  pay- 
ing for  same  in  cash  and  realizing  their  own  assets  with  which  Bank  of  Bengal  does  not 
intermeddle.  Shareholders  of  Sank  of  Bengal  also  receive  nearly  one  milUon  of  neir 
capital.  Shareholders  of  both  banks  to  pay  25  per  cent,  premium,  so  as  to  form  large 
reserve  fund.  Calls  on  new  stock  to  be  paid  by  shareholders  of  Bank  of  Bengal  in  June 
next;  payment  of  calls  to  be  made  on  shareholders  of  Bank  of  Bombay  by  instalments; 
duties  not  yet  fixed. 


No.  7. 

Copt  Telegbam  of  18th  March  to  Bank  of  Bombay  in  reply  to  cipher  Message  of  16th. 

Quite  prepared  to  accept  general  proposition  to  receive  payment  of  allotted  capital  by 
instalments.  If  letter  of  16th  contains  no  definite  proposal  on  this  subject,  my  directors 
will  offer  terms.  Send  on  telegram  to  ''  Times "  London,  transmitted  of  daie  to  you  for 
that  purpose. 


(No.  1599,  dated  23  March  1867.) 


From  E.  H.  Lushinffton,  Esq.,  Secretary  to  Government  of  India,  Financial  Department; 
to  the  Secretary  and  Treasurer  of  the  Bank  of  Bengal. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter,  dated  19th  instant,  with 
enclosures,  relative  to  the  proceedings  of  the  Bank  of  Bengal,  in  correspondence  with  the 
Bank  of  Bombay  for  the  incorporation  of  the  Bank  of  Bombay  into  the  Bank  of  BengaL 

When  the  terms  of  this  contemplated  fusion  are  settled,  the  ulterior  arrangements 
proposed  by  the  united  bank  for  the  transaction  of  the  business  of  the  Government  will,  no 
doubt,  be  duly  submitted. 


(No.  115. — Government  of  India.  —Financial  Departnoent. — Accounts.) 

To  the  Right  Honourable  Sir  S.  Noi^thcote,  Bart,  Her  Majesty's  Principal 

Secretary  of  State  for  India. 

Sir,  Fort  William,  18  April  1867. 

Wb  have  the  honour  to  forward  the  documents  named  in  the  annexed  list,  and 
to  state  that  they  illustrate  the  scandalous  manner  in  which  the  business  of  the 
Bank  of  Bombay  was  conducted  at  the  period  to  which  the  correspondence 
relates. 

We  have,  &c. 
(signed)        John  Lawrence. 
H.  S.  Maine. 
tV.  Grey. 
G.  N.  Taylor. 
JV.  N.  Massey. 
H.  M.  Durand. 
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(Finaucial  Department. — No.  677.) 

To  the  Chief  Secretary  to  the  Government  of  Bombay. 

Sir 
I  AM  directed  to  state  that  the  Government  of  India  has  been  furnished  with  a  copy  of  a 
letter  dated  23rd  January  1866,  from  the  secretary  of  the  Bank  of  Bombay  to  the  Govern- 
ment  directors]  of  the  bank,  relating  to  Mr.  F.  L.  Brown's  release,  but  that  the  information 
therein  contained  is  not  sufficient. 

2.  The  Governor  General  in  Council  desires  to  be  informed  precisely  what  securities  were 
ofifered  by  Mr.  F.  L.  Brown,  and  accepted  by  the  bauk,  what  was  their  par  value,  and 
their  market  value  at  the  time  the  loan  was  made  to  Mr.  Brown,  at  what  rate  they  were 
then  valued  by  the  bank,  also  what  is  their  present  value. 

3.  Further,  the  Government  desire  to  know  what  will  be  the  precise  loss  on  the  bank's 
transactions  with  Mr.  Brown. 

I  have,  &c* 
(signed)        J?.  JB.  Lushington^ 
Fort  William,  10  February  1866.  Secretary  to  the  Government  of  India. 


(Financial  Department. — No.  308  of  1867.) 

From  F.  S.  Chapman^  Esq.,  Chief  Secretary  to  Government  of  Bombay,  to 
E.  H.  Lushinffton,  Esq.,  Secretary  to  the  Government  of  India. 

Sir,  Bombay  Castle,  16  March  1867. 

I  AM  directed  to  reply  to  your  letter  No.  677,  dated  the  lOm  February  1866,  calling  for 
certain  information,  and  particulars  regarding  the  release  granted  by  the  Bank  of  Bombay 
to  Mr.  F.  L.  Brown. 

2.  The  attention  of  this  Government  was  directed  to  this  case  before  the  receipt  of  the 
letter  above  quoted,  and  inquiries  had  been  instituted  regarding  it 

3.  His  Excellency  the  Governor  in  Council  was  of  opinion  that  nothing  could  justify 
or  excuse  the  ori^;inal  grant  of  these  loans  to  a  person  of  Mr.  Brown's  position ;  the  money 
was  clearly  not  required  for  purposes  of  legitimate  trade. 

4.  With  regard  to  the  subsequent  release,  it  was  easy  to  understand  that  the  bank  might 
forbear  to  press  its  just  claims  at  a  time  when  it  was  supposed  that  severe  measures  might 
precipitate  a  panic,  and  involve  in  ruin  many  who  were  deserving  of  sympathy  and  support, 
but  there  was  no  sufficient  reason  why  a  release  was  granted,  especially  to  a  person  so  little 
entitled  to  special  leniency  as  Mr.  Brown. 

6.  His  Excellency  the  Governor  in  Council  could  only  record  his  extreme  regret  that  this 
loan  had  been  granted,  and  that  the  subsequent  release  had  been  given. 

6.  A  statement  containing  the  precise  particulars  called  for  in  para.  2  of  your  letter  under 
acknowledgement  is  annexed. 

7.  The  foregoing  will  show  the  Governor  General  in  Council  the  view  taken  by  the  The  Minutes  are 
Grovemment  of  Bombay  in  this  case ;  the  opinions  were  recorded  long  aro,  and  it  seems  dated  2nd,  6th,  and 
that  no  useful  object  would  be  attained  by  now  prosecuting  the  subject  ftirther ;  I  am,  in  Wth  February  1866. 
conclusion,  to  apologize  for  the  delay  in  replying  to  your  letter, 

I  have,  &c. 
(signed)        F.  S.  Chapman, 

Chief  Secretary  to  Government 
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STATEMENT  showing  the  several  Loans  granted  by  the  Bank  of  Bombay  to  Mr. 
Brown,  the  natnre  of  the  securities  by  whicn  they  are  covered,  and  the  value  of  such 
Securities  at  the  present  day. 


Amount  of 
Loans. 


l8t 


-     2,60,000 


2nd   - 


drd 


45,000 


20,000 


Nature  of  Securities. 


Originally  grunted  on  the  personal 
security  of  Mr.  Brown  and  his 
partner,  Mr.  Bert ;  the  latter  has 
not  been  released  ;  46  Port  Can- 
ning shares  were  subsequently 
giyen  on  the  loan  falling  due  as 
ooUateral  security.  Their  value 
at  that  time  was  1,000  rupees 
paid  up,  and  8,000  rupees  premium, 
or  in  all  9,000  rupees  each.  The 
total  value  of  the  whole  at  the 
then  market  price  was  4,14,000 
rupees. 

On  a  bill  signed  by  Mr.  Brown 
jointly  with  two  other  merchants 
who  have  since  failed. 

On  a  bill  signed  by  Mr.  Brown , 
jointly  with  a  soUcitor  in  Bom- 
bay. 


Present  Value  of  the  Securitiee. 


Mr.  Bert,  although  not  in  a  poiition 
to  meet  his  liabilities,  has  not  been 
declared  an  insolvent,  and  is  still 
carrying  on  his  busiuess  as  » 
broker.  The  present  value  of 
Port  Canning  shares  is  1,000 
rupees  paid  up,  and  800  rupees 
premium,  or  about  1,300  rupees 
each,  or  in  all  69,800  rupees. 


It  is  not  yet  known  what  dividend 
the  estates  of  these  parties  will 
pay. 

The  assets  of  the  party  who  is  joint 
security  are  in  me  hands  of 
trustees.  From  a  statement  of 
his  affairs  submitted  to  his  oredi- 
tors,  the  assets  were  shown  to  be 
in  excess  of  the  liabilities,  bat  as 
the  principal  asset  was  a  coffee 
estate,  and  as  such  proper^  has 
fallen  greatly  in  value  owing  to 
the  number  of  estates  belongiog 
to  bankrupts  at  present  offering 
in  the  market,  the  trustees  do  not 
antieipate  that  the  liabilities  will 
be  paid  in  full* 


(signed) 
N,B, — This  statement  was  prepared  on  10th  March  1866. 


F.  C.  Chapman, 

Chief  Secretary  to  Government 


(signed)        F.  C.  Chapmauy 

Chief  Secretary  to  Government. 


(No.  134of  1867.— Government  of  India.— Financial  Department.— Accounts.) 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 
Sir,  Simla,  1  June  1867- 

We  have  the  honour  to  submit  the  following  narrative  of  particulars  con- 
nected with  the  proposed  incorporation  of  the  Bank  of  Bombay  with  the  Bank 
of  Bengal. 

2.  Early  last  month  his  Excellency  the  Governor  of  Bombay  addressed  a 
private  letter  and  telegram  to  his  Excellency  the  Governor  General  inquiring 
what  this  Government  would  be  prepared  to  do  in  the  event  of  funds  being 
forthcoming  for  the  reconstruction  of  the  Bank  of  Bombay  as  a  separate  institu- 
tion; his  Excellency  the  Governor  of  Bombay  expressing  an  opinion  to  the  effect 
that,  after  seeing  a  deputation  *^  from  directors  and  influential  shareholders,"  he 
was  sure  that  funds  would  be  at  once  subscribed,  on  receipt  of  an  assurance  that 
the  old  arrangements  regarding  the  cash  balances  would  be  maintained. 
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3.  The  above  communications  were  considered  by  us  in  Council,  and  a  reply 
was  sent  to  bis  Excellency  the  Governor  of  Bombay  by  telegram,  stating  that, 
subject  to  the  approval  of  the  Secretary  of  State,  the  Government  of  India  would 
not  be  indisposed  to  entrust  the  Treasury  balances  to  a  new  bank,  provided  a 
capital  of  one  million  sterling  was  raised  by  the  end  of  March  next,  the  date 
of  the  termination  of  the  present  provisional  agreement  with  the  Bank  of 
Bombay. 

4.  This  opinion  was  publicly  c(»nmunicated  to  the  oirectors  of  the  Bank  of 
Bombay  in  an  official  communication  from  the  Government  of  Bombay,  a  copy 
of  which  is  subjoined  for  your  information. 

6.  Since  that  date  we  have  received  no  communication  from  the  Gt)vernment 
of  Bombay,  but  we  gather  from  the  public  papers  that  the  proposal  for  the  re- 
construction of  the  bank  has  failed. 

6.  Mr.  Dickson,  the  secretary  to  the  Bank  of  Bengal,  who  has  been  staying  at 
Bombay,  by  the  invitation  of  the  directors  of  the  Bank  of  Bombay,  for  the  pur- 
pose of  ^conferring  with  tbem  on  the  terms  of  ike  proposed  fosion  of  the  two 
banks,  has  also  informed  us  by  telegraph  that  the  directors  at  Bombay  have 
unanimously  accepted  the  terms  of  the  directors  of  the  Bank  of  Bengal,  and  dut 
the  negotiations  have  been  completed. 

7.  To  this  report  we  have  sent  an  official  answer  by  telegram,  as  follows: — 

"  Received  telegram  reporting  conclusion  of  negotiations.  Government  is 
glad  to  learn  that  a  decided  line  of  action  has  been  unanimously  determined 
upon  by  the  directors  of  the  Banks  of  Bengal  and  Bombay.  Government  awaita 
official  report  containing  details  of  arrangement  and  proposed  date  of  commence- 
ment of  business  of  amalgamated  bank.  No  decided  action  can,  however,  be 
taken  by  Government  without  reference  to  the  Secretary  of  State." 

8.  The  details  of  this  amalgamation  scheme,  as  set  forth  in  a  letter  from  Mr. 
Dickson,  for  the  information  of  the  directors  of  the  Bank  of  Bengal,  have  been 
furnished  to  us,  and  they  have  also  been  published  in  the  newspapers ;  a  copy  of 
the  details  extracted  from  the  "  Bombay  Times  ""  accompanies  this  despatdi,  b«t 
of  course  we  cannot  act  on  such  information. 

9.  In  this  position  of  affairs  we  have  addressed  the  Bank  of  Bengal,  requests 
ing  to  be  informed  with  the  least  possible  delay  of  the  progress  and  state  of  the 
negotiations  between  the  two  banks,  and  inquiring,  in  the  «vent  of  these  negotia- 
tions resultiui^  in  union,  whether  the  imited  bank  would  be  prepared  at  an  early 
date  to  submit  proposals  for  the  transactions  of  the  Government  business,  with 
reference  to  the  important  change  which  would  be  effected  in  the  relations  of  the 
Government  with  the  Bank  of  Bengal  by  the  union  of  that  bank  with  the  Bank 
of  Bombay. 

10.  We  have  also  addressed  the  Government  of  Bombay,  desiring  to  be  in- 
formed whether  the  directors  of  that  bank  had  determined  on  the  course  to  be 
pursued  either  in  reference  to  the  winding-up  of  the  affairs  of  the  existing  bank, 
the  establishment  of  a  new  bank,  or  a  junction  with  the  Bank  of  Bengal,  and 
requesting  that  any  arrangements  which  may  thus  be  determined  on  should  be 
at  once  communicated  to  us. 

We  have,  &c. 

(signed)      Jo/m  Lawrence. 
W.  Mansfield. 
H.  S.  Maine. 
G.  N.  Taylor. 
W.  N.  Massey. 
H.  M.  Durand. 
Simla,  1  June  1«67.  G.  U.  Yule 
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(Immediate — No.  1684  of  1867, — Financial  Department.) 

To  J.  Sluart,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Bombay  Castle,  18  May  1867. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter,  No.  576,  of  the  16tb  ultimo,  and 
in  reply  to  request  that  you  will  communicate'the  following  reply  to  the  Joint  Committee 
of  Directors  and  Shareholders  of  the  Bank  of  Bombay. 

2.  There  is  every  disposition  on  the  part  of  the  Government  of  India  and  this  GovemmeDt, 
to  give  the  directors  and  shareholders  an  opportunity  of  resuscitating  the  Bombay  Bank, 
provided  the  necessary  amount  of  capital  can  be  subscribed  and  made  available;  and  if  what 
IS  considered  necessary  can  be  done  by  the  directors,  the  old  arrangements  regarding  the 
cash  balances  will  be  maintained,  provided  the  Secretary  of  State  concurs. 

3.  But  1  am  desired  to  state  that  the  Government  of  India  do  not  consider  that  50  lakhs 
of  rupees  will  suffice,  and  are  of  opinion  that  the  presents  assets  of  the  bank,  so  far  as 
they  are  at  present  informed,  are  of  so  uncertain  a  character,  and  may  take  so  long  a  time 
to  realise,  tnat  no  dependence  can  be  placed  on  them  to  make  good  any  considerable 
portion  of  the  capital  of  the  new  bank. 

4.  The  Government  of  India  are  therefore  of  opinion  that,  as  an  adequate  basis  for  the 
reconstruction  of  the  bank,  it  would  be  requisite  that  there  should  be  subscribed  and  paid 
up  a  capital  of  1,000,050  lakhs  to  be  paid  on  the  1st  of  August,  and  50  lakhs  in  March 
next,  when  the  present  agreement  expires. 

6,  I  am  further  to  observe  that  it  will  be  necessary  to  establish  an  efficient  control  over 
the  management  of  the  new  bank. 

I  have,  &c. 
(signed)        H.  JE.  Jacomb, 
For  Acting  Chief  Secretary  to  Government. 


Extract  from  the  **  Bombay  Times  "  Newspaper. 
The  Amalgamation  Scheme. 

"The  following  is  the  proposal  ^subject  to  the  confirmation  of  the  shareholders  of  the 
respective  banks)  for  the  amalgamation  of  the  Banks  of  Bengal  and  Bombay,  to  be  inco^ 
porated  by  Government  Charter,  under  a  new  name,  which  is  to  be  submitted  to  the 
meeting  of  shareholders  convened  for  the  4th  of  June  next.  The  proposal  is  also  subject  to 
the  approval  of  Government,  and  the  concession  by  them  of  certain  privileges  contemplated 
jn  the  tormation  of  a  new  bank. 

'Additional  capital  to  be  raised  1,42,03,750  rupees,  and  to  be  allotted  ataunifonn 
premium  of  20  per  cent  as  under : — 

FiBBT  Call. 

Payable  between  80th  June  and  81st  December  1867. 

Rs.  Bs.  Rs.  Rs.  Rs. 

Bengal     -     -     86,76,000  or  162-8  per  share  of  1.000 ;  premium  32-8  ;  total  196. 
Bombay  -    -     81,86,000  or  800  per  two  shares  of  600  each ;  premium  60 ,  total  860. 

Ri.  67,10,000 


''  Allotments  due  in  respect  of  first  call,  if  paid  on  30th  June  1867,  will  carry  the 
dividend  for  half  year  ending  31  st  December  next 

'' Allotments  paid  not  later  than  80th  September  next  vnll  carry  three  months'  dividend. 

**  Allotments  unpaid  on  31st  December  will  be  absolutely  forfeited  so  far  as  regards  the 
first  call,  but  the  original  shares  in  the  Bank  of  Bombay  in  respect  of  which  the  first  call  has 
not  been  paid  on  dlst  December,  shall  nevertheless  be  entitled  to,  and  carry,  a  right  to  a 
rateable  proportion  of  the  second  call,  payable  between  31st  December  1867  and  80th  Jooe 
1868. 

Second  Call. 

Payable  between  8lBt  December  1867  and  80th  June  1868. 

Its.  Rs.  Rs.  Rs.  Ri- 

Bengal     -    -    86,76,000  or  162-8  per  share  of  1,000  ;  premium   82-8 ',  total  195. 
Bombay  -     •     89,18,760  or  876  per  two  shares  of  600  each  ;  premium  76 ;  totai  450. 

Rs.  74,98,760 


*' Allotments  due  m  respect  of  second  call  if  paid  on  Slst  December  186*7,  will  carry  the 
dividend  for  half  year  endme  30th  June  1868. 
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^  Allotments  paid  not  later  than  dlst  March  1868,  will  carry  three  months  dividend. 
^'  Allotments  unpaid  on  30th  June  1868  will  be  absolutely  forfeited. 

Abstract. 
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BengaL 

Bombay. 

Total. 

Rt. 

Ks. 

lU. 

First  CaU        .         .        .        . 
Premium          .         .        •        - 

85,75,000 
7,15,000 

8,18,500 
6,27,000 

67,10,00  0 
18,42,000 

Second  Call     .... 
Premium         -        -        .        - 

85,75,000 
7,15,000 

89,18,750 
7,88,750 

74,08,750 
14,98,750 

Total  Capital  .... 

71,50,000 

70,58,750 

1,42,08,750 

Total  Premium         ... 

14,80^000 

14,10,750 

28,40,750 

''  On  payment  of  first  call  of  300  rupees  with  premium  of  60  rupees  per  share,  and  on 
production  of  the  share  certificates  the  shareholders  in  the  Bank  of  Bombay,  will  receiTC 
receipts  which  may  be  sub-divided  and  transferred  in  sums  of  350  rupees  each  and  upwards, 
the  holders  of  each  transfer  receipt  bein^  entitled  to  participation  in  second  call,  so  in  like 
manner  receipts  will  be  issued  to  the  shareholders  in  the  Bank  of  Bengal  under  similar 
conditions. 

^'  On  payment  of  the  second  call  of  375  rupees  per  share,  together  with  the  premium  of 
75  rupees,  holders  oF  stock  receipts  issued  to  Bombay  will  be  entitled  to  receive  certificates 
of  consolidated  stock  for  the  full  amount,  or  if  practicable,  certificates  of  shares  in  even 
sums  of  1,000  rupees  each  in  the  incorporated  bank,  the  relative  scrip  for  Bengal  being 
dealt  with  precisely  in  the  same  manner." 


Extract  from  a  Confidential  Letter  of  Sir  Stafford  Northcote  to  Sir  Seymour 

Fitzgerald,  18  June  1867. 

I  HAVE  telegraphed  to  you  on  the  subject  of  the  banks.  I  quite  agree  with 
you,  and  think  we  ought  certainly  not  to  take  any  more  shares  in  the  Bank  of 
Bengal,  even  if  we  cannot  at  once  get  rid  of  those  we  have.  If  the  amalgama- 
tion takes  place,  we  must  take  cash  instead  of  shares,  on  account  of  our  stake  in 
the  Bank  of  Bombay;  and  we  may  probably  follow  this  step  up  by  announcing  (after 
deliberation,  and  not  as  part  of  the  transactions  now  going  on)  that  we  mean  to 
withdraw  from  our  partnership  altogether, both  in  Bengal  and  in  Madras.  Of  course, 
if  the  Bank  of  Bomtay  is  to  be  set  on  its  legs  again,  we  must  not  damage  it  by 
refusing  to  take  any  shares  in  it,  if  the  resuscitation  cannot  be  effected  without 
our  aid.     But  you  will  do  the  best  you  can. 


<No.  149  of  1867. — Government  of  India.— Financial  Department. — ^Accounts.) 
To  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir,  Simla,  the  24th  June  1867. 

In  continuation  of  our  Despatch,  No,  134,  dated  1st  June  1867,  we  have  the 
honour  to  submit  a  letter  dated  10th  instant,  from  the  officiating  secretary  and 
treasurer  to  the  Bank  of  Bengal,  reporting  the  progress  that  has  been  made  in 
the  proposed  incorporation  of  the  Bank  of  Bombay  with  the  Bank  of  Bengal, 
and  to  state  that  we  shall  report  further  information  on  the  subject  as  we 
receive  it. 

We  have  &c., 
(signed)         John  Lawrence. 
W.  Mansfield. 
H.  S.  Maine. 
G.  N.  Taylor. 
W.  N.  Massey. 
H.  M.  Durand. 
G.  U.  Yule. 


J  33* 


P3 


Digitized  by 


Google 


ii8 


CX)RRBSPOXDENCE,  ke.  RBLATIVE  TO  THK 


Froir;  D.  WocA,  E<K|.,  Offic.atjri;;:  Srcret*ry  an.  Treasurer,  Bank  of  Bengal,  t#  the 
Secretary  to  the  GaweTntL'-.nt  of  India,  Rnab'ial  Departmeot,  Simla;  dated  C«Iestta, 
lOtli  Jone  1867. 

I  HATBthe  bonoar  to  acknowledge  receipt  of  jocr  letter  of  3rd  inst,  and  woald  beg  to 
replr  by  Mijing  that  trie  Secretary,  Mr.  Dickson,  vvas  deputed  to  Bombay  at  the  reqoeit 
of  t/je  directors  of  the  Bank  of  Bon^bay,  to  confer  whh  tuem  oa  the  salject  of  the  anioo 
cf  the  banks. 

Mn  IKckfon  arrived  at  Bombay  on  5ih  May,  and  on  13tb  idem,  waf  in  a  p^stion  to 
forward  a  detailed  scheme  for  the  tr^nefer  of  the  bosiness  of  the  Bank  of  Bombay. 

Ibe  main  condttkin^  contained  .n  the«^  propos^k,  as  accepted  by  the  directors  oi  the 
two  l>ankfy  are  o^ntained  in  the  printed  pa|^er  herewith  enclosed. 

The  proposals  were  submitted  to  the  gbareholders  of  the  Bank  of  Bom^  ay,  on  4th  Jane, 
and  the  directors  of  this  bank  have  been  informed  by  telegram  to  this  effect : — ^  Fifth, 
Amaleamation  approve^)  by  meedng  yesterday,  special  meeting  of  shardiolders  to  pass 
fomial  resolution*!  to  \je  held  two  months  hence.* 

The  directors  of  this  bank  haye  reason  to  believe  that  this  resolution  was  adopted  by  a 
very  small  majority,  and  this  circumstance  may  influence  their  action. 

With  refrrence  to  the  latter  part  of  yoar  letter,  I  am  instructed  to  say  that,  in  the  event 
of  the  union  of  the  two  banks,  tbe  new  baidt  will,  the  directors  have  no  dovbt,  be  pre- 
pared immediately  to  submii  proposals  for  tbe  transsction  of  the  Government  busiocss, 

A  watetinfi  of  tbe  shareholders  of  this  bask  will  be  held  on  the  14th  issC,  bvt  it  is  aot 
pfobable  that  any  actire  measures  will  immediately  result. 


Pboposeo  TttAiisFBR  ot  TUB  Bahk  o^  Bombat. 


Additional  Ca}.ital  to  be  rai&ed    1,42,03,750  rupees  and  to  be  alk>tted  at  a  uniform  pre- 
mium of  20  per  cent,  as  under. 

First  Call. 

Payable  between  SOth  Jane  and  dlst  December  1867. 

Capital. 

A.                               R$.            Ri.                         Bs.                      Rs.  Rs. 

2,t^O,00,000.-^Befiga1  .  S6,76.000  or  163-S  per  Share  of  1^000 ;  Pwmiutt  32-8 ;  Totd  196. 

l,04|60y000.^Bsmbay  -  81,35,000  or  SOO          ditto.          ditto.           »>        60  »      360. 


67,10,000 


Allotments  due  in  respect  of  1st  call,  if  paid  on  30th  June  1867,  will  carry  the  dividend 
for  the  hair  yenr  ending  on  dlst  December  next. 
Allotiifcnts  paid  not  laier  than  30th  September  next,  will  carry  tiiree  months'  divideod. 
Allotments  unpaid  on  3lst  December,  will  be  absolutely  forfeited. 

Sbcoitd  Call. 


Bengal     - 
Bombay  - 


Payable  between  dlst  December  1867,  and  dOth  June  1868. 

fis,  Rs.  R$.  Rs.  Rs* 

-  35,75,000  or  162-8  per  Share  of  1,000  ;  Premium  32-8 ;  Total  105. 

-  80,18,750  or  375  ditto.         ditto.  ,,         75  ^     450. 


74,93,750 


Allotmenis  due  in  respect  of  2nd  Call,  if  paid  oa  Slsit  December  1867»  will  carry  the 
dividi'nd  for  the  hulf  year  ending  30th  June  18©8. 

Allotments  paid  not  later  than  3lRt  March  1868,  will  carry  three  months  dividend. 
Allotments  unpaid  on  30th  June  1868,  will  be  absolutely  forfeited. 

Abstract^ 


Bengal    • 
Bombay  • 


1st  Call. 


Rs. 

85,75,000 
31,85,000 


Premium. 


Rs. 

7,15,000 
6,27,000 


67,10,000 


18,42,000 


2nd  Call. 


Rs. 

35,75,000 
80,18,750 


74,93,750 


Premium. 


Total  Capital. 


Rs. 

7,15,000 
7,88,750 


14,98,750 


Rs. 

71,50,000 
70,58,750 


1,42,03,750 


Total  Premitun- 


14,80,000 
14,10,760 

28,40,750 
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(No.  156  of  1867. — Government  (tf  India. — Financial  Department. — Accounts.) 

The  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir»  Simla^  3  July  1867. 

Iv  continuation  of  our  Despatch  No.  134,  of  the  1st  June,  we  have  the 
honour  to  report,  that  at  a  meeting  of  the  shareholders  of  the  Bank  of  Bombay, 
held  on  the  4th  June,  a  proposal  for  the  fusion  of  the  Banks  of  Bombay  and 
Bengal  was  carried  by  a  majority  of  three,  and  at  a  general  meeting  at  Calcutta 
on  the  12th  June,  the  shareholders  of  the  Bank  of  Bengal,  unanimously  arrived 
at  a  like  conclusion. 

2.  The  question  of  amalgamation  or  reconstruction  of  the  Bank  of  Bombay,  is 
again  to  be  taken  into  consideration  by  the  shareholders  of  that  bank  on  the 
12th  August,  but  from  private  information  which  has  rtached  us,  explanatory 
of  the  small  majority  for  amalgamation,  and  from  the  limited  degree  of  nuiterial 
support  which  the  scheme  of  reconstruction  appears  to  have  found  in  the 
Bombay  market,  even  according  to  the  public  papers  most  in  favour  of  this  pro- 
ject, we  think  that  the  plan  of  reconstruction  has  so  completely  broken  down, 
as  to  limit  the  choice  between  the  two  schemes  to  that  of  amalgamation  as  a 
matter  of  necessity. 

3.  We  have  to  add,  that  the  majority  of  the  Government  are  in  favour  of  the 
measure  of  amalgamating  the  Banks  of  Bengal  and  Bombay,  the  Governor 
General,  Mr.  Maine,  and  Sir  George  Yule,  being  dissentient  on  the  assumption 
that  the  reconstruction  of  the  Bombay  Bank  is  practicable. 

4.  In  the  course  of  our  discussions,  the  questicm  of  principle  has  arisen, 
whether  the  State  should  continue  its  connection  with  the  Presidency  Banks. 
We  enclose  a  minute  of  his  Excellency  Sir  W.  Mansfield  on  the  subject,  which 
has  the  general  concurrence  of  the  majority  of  the  council.  A  Minute  of 
the  Right  Honourable  Mr.  Massey  dissenting  from  the  view  of  his  Excellency 
will  foUow  by  the  next  mail,  together  with  expressions  of  opinion  from  other 
members  of  Government. 

5.  Our  object  in  sending  you  this  despatch,  is  to  induce  you  to  suspend  your 
Judgment  for  the  present,  on  the  subjects  to  which  it  refers. 

We  have,  &c. 
(signed)         John  Lawrence. 
W.  R.  Mansjkld. 
H.  S.  Maine. 
G.  N.  Tmfhr. 
W.  N.  Massey. 
H.  M.  Durand. 
G.  U.  Yule. 


MiiiuTB  by  His  Excellency  Sir  W.  R,  Manf/leld,  k.cb. 

TxE  projects  before  Government  for  the  amalgamation  of  the  Banks  of  Bengal  and 
Bombay,  or  the  reconstruction  of  that  of  the  latter,  which  have  been  for  some  tim^  under 
the  consideration  of  the  pul)lic,.  have  given  rise  to  a  question  of  much  importance  to  com- 
mercial and  banking  credit  in  India. 

2.  Government  has  hitherto  been  an  extensive  shareholder  in  the  several  Presidency 
Banks. 

3.  The  Bight  Honourable  Mr.  Massey  is  in  favour  of  Government  withdrawing  from  this 
position,  whereas  all  the  other  members  of  council,  including  the  Right  Honourable  the 
Governor  General^  consider  it  politic  and  necessary  to  maintain  the  existing  connection. 

4.  Interference  with  a  system  on  which  the  credit  and  tradini^  transactions  of  great  com- 
mercial centres  have  come  to  lean,  is  a  matter  of  such  serious  character,  which  may  be 
attended  by  the  gravest  consequences,  that  the  most  careful  consideration  of  the  arguments 
for  or  against  the  change  is  indispensable  before  a  decision  be  pronounced. 

5.  The  Presidency  Bitnks,  owing  to  the  above-noted  connection  with  Government,  and 
the  quasi-G^uarantee  following  on  that  connection,  have,  for  a  number  of  years,  assumed 
before  the  public  of  the  several  Presidencies  the  position  held  by  the  Bank  of  England 
at  home. 

133.  P  4  «.  They 
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6.  They  are  not  only  chosen  by  the  public  as  the  surest  places  of  deposit,  but  they  are 
recognised  as  such  by  the  exchange  banks  of  the  several  Presidencies,  which  use  them 
accordingly  as  tlieir  treasuries. 

7.  The  connection  with  Government  proper,  was  strengthened  by  Mr.  Laing,  when  fol- 
lowing the  example  of  the  exchange  banks,  he  introduced  the  system  of  employing  the 
Presidency  Banks  for  handling  the  balances  in  the  place  of  a  Treasury  Department. 

8.  This  reform  was  not  only  convenient  to  the  State,  but  it  had  the  furUier  advantage  of 
exhibiting,  for  the  use  of  the  public,  a  certain  amount  of  capital  which  had  hitherto  been 
locked  up  in  the  treasuries  to  meet  the  current  demands  of  the  public  service. 

9.  The  arrangement  was  accordingly  alike  advantageous  for  the  administration,  for  the 
banks,  and  for  the  public  at  large,  while  also  in  accordance  with  'European  practice.  The 
Presidency  Banks  were  further  subsequently  charged  with  the  management  of  the  pubhc 
debt,  all  interference  with  the  issue  of  paper  currency  having  been  abohshed,  and  strictly 
guarded  against  for  the  future. 

10.  The  banks  had  believed  that,  in  this  last  arrangement,  their  interests  have  suffered, 
and  that  the  public  has  not  gained.  Be  that  as  it  may,  the  particular  change  was  only  one 
of  many  showing  the  intimate  connection  of  Government  with  the  Presidency  Banks,  new 
privileges  and  larger  functions  having  been  conferred  by  Government  in  perhaps  every 
mstance,  with  the  single  exception  which  has  been  noted. 

11.  It  is  then  evident  that  the  Presidency  Banks,  besides  being  the  principal  centres  of 
credit  in  the  Presidency  towns,  and  therefore,  to  a  certain  extent,  throughout  the  Govern- 
ments of  Bengal,  Madras,  and  Bombay,  are,  according  to  the  most  recent,  as  well  as  the 
older  Acts  of  the  Supreme  Government,  the  servants  of  the  several  administrations  for 
important  public  purposes. 

12.  It  follows,  then,  that  if  the  machinery  they  afford  on  such  account  be  set  aside,  some 
other  must  be  erected  in  its  stead. 

13.  It  will  be  admitted  that  Government  cannot  continue  to  use  these  banks  as  described, 
unless  their  foundations  of  credit  be  such  as  to  convey  to  Government  and  to  the  public,  a 
sense  of  real  security,  in  addition  to  such  limitations  in  the  conduct  of  business  as  have  been 
imposed  by  the  Legislature. 

14.  Whether  we  may  approve  the  system  or  not  as  a  matter  of  theory,  it  cannot  be 
denied  that  the  connection  of  the  banks  and  the  Government  of  the  country,  by  which  a 
guarantee  of  solvency  is  conveyed  to  the  public,  has  engendered  that  sense  of  real  security 
which  is  necessary  for  the  objects  and  duties  committed  by  Government  to  the  care  of  the 
Presidency  Banks.  The  result  then  of  what  has  been  previously  stated  is,  that  it  is  a 
mistake  to  suppose  that  the  connection  of  Government  with  the  Presidency  Banks  as  a 
shareholder  was  in  any  manner  prompted  by  the  desire  of  securing  banking  profits. 

15.  That  connection  has  for  its  sole  object  such  a  basis  of  security  as  would  enable  the 
Government  to  use  the  banks  for  the  discharge  of  public  functions,  while  affording,  at  the 
same  time,  safe  starting  points  for  the  commerce  of  the  several  Presidencies. 

16.  Consequently,  if  there  be  anomaly  in  such  a  connection  as  alleged,  the  anomally  has 
very  special  grounds,  the  action  pursued  with  regard  to  which  not  having  as  yet  dis- 
appointed either  the  public  or  the  Government. 

17.  If  we  wish  for  a  curious  and  stringent  proof  of  the  accuracy  of  this  assertion,  we 
should  look,  not  to  the  prosperous  condition  of  the  Bengal  and  Madras  Banks,  but  to  the 
misfortunes  of  that  of  Bombay. 

18.  In  spite  of  the  ruin  which  overtook  the  Presidency  of  .Bombay  in  1865,  which 
ultimately  overwhelmetl  the  Presidency  Bank,  the  fact  of  its  connection  with  Government 
has  preserved  its  solvency  in  the  face  of  the  loss  of  half  its  capital,  and  of  an  amount  of 
bankruptcy  of  joint-stock  companies  and  private  firms,  which  has  only  been  surpassed  in 
amount  by  the  London  calamities  of  1865-66. 

19.  Government  has  lost  a  certain  proportion  of  shares  in  common  with  other  share- 
holders; but  it  has  suffered  no  other  loss;  it  has  made  no  sacrifice;  and  in  the  midst  of 
unparalleled  calamity,  and  notwithstanding  the  culpable  remissness  of  the  Government 
directors  of  the  Bank  of  Bombay  in  1864-65,  the  balances  of  the  State  have  proved  to  be 
in  safe  keeping,  and  the  currency  has  not  suffered. 

20.  Government,  when  appealed  to  on  two  occasions  of  extraordinary  runs  on  the  Bank 
following  on  failures  in  London  and  l^ombay,  gave  its  countenance  and  promise  of  support, 
and  there  its  exertions  seemed  to  have  stopped.  This  was  found  sufficient ;  it  being  at  once 
felt  by  the  public  that  such  a  promise  was  sure  to  be  redeemed,  owing  to  the  position  of 
the  Government  as  a  shareholder,  which  thus  operated  as  a  guarantee  of  solvency. 

21.  It  is  then  demonstrated  with  certainty  that  the  object  of  Government  in  its  ezistin| 
association  with  the  Presidency  Banks,  viz.,  of  creating  a  sense  of  real  security  with  regard 
to  them,  has  been  attained. 

22.  We  may  therefore  dismiss  the  notion  of  banking  profits  having  anything  to  do  with 
the  conception  which  led  to  the  connection. 

23.  The  banking  profits  are  an  accident  of  the  connection,  and  may  be  regarded  as  the 
return  for  public  money  lent  in  behalf  of  the  public  credit. 

24.  The  matter  being  as  above  described,  we  may  now  fairly  inquire  whether  any 
arrangement  is  really  anomalous  which  is  framed  for  such  objects  as  have  been  sketched; 
and  which  has  achieved  the  expected  results. 

25.  It  may  be  conceded  that  in  England  the  arrangement  would  be  anomalous. 

26.  We  may,  however,  fairly  ask  if  all  that  is  anomalous  in  England  is  improper  or 
unreasonable  for  India,  or  whether,  on  the  contrary,  we  are  not  often  compelled  by  *"® 

^  circumstances 
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cirutnstances  and  usages  of  the  latter  to  adopt  measures  the  very  opposite  of  what  are 
affected  at  home  when  similar  objects  are  held  in  view. 

27.  ThuSy  if  we  take  the  subject  of  credit  as  an  illustration,  we  find  that,  in  England,  all 
undertakings  of  whatever  magnitude  are  the  result  of  private  enterprise,  unsupported  by  the 
credit  of  the  State. 

28.  In  India,  on  the  contraiy,  no  large  enterprise  flourisuhes,  it  may  be  said  none  can 
exist,  without  the  fostering  care  of  ihe  Stale.  This  we  see  in  the  matters  of  the  railways, 
of  irrigation,  and  so  forth.  We  hear  much  of  private  enterprise  in  India,  but  we  observe 
that  whenever  the  objects  are  large,  requiring  extended  credit,  not  only  must  that  be  aided 
and  supplemented  by  the  State,  but  the  Administration  is  also  called  on  to  assist  in  manage- 
ment of  the  undertaking  concerned. 

29.  In  short,  the  capitalist  will  not  come  forward,  either  in  England  or  in  India,  for  the 
development  of  the  latter,  unless  he  have  a  security  for  returns  of  his  capital,  both  in  money 
and  viirilant  superintendence. 

30.  We  have  often  been  told  that  the  railway  guarantee  is  an  anomaly,  and  its  extension 
has  frequently  been  opposed  by  the  highest  authorities  on  this  ground.  Yet  without  the 
guarantee  we  should  not  have  had  a  mile  of  railway  in  India,  and  the  Secretary  of  State 
now  sees  himself  compelled  again  to  have  recourse  to  it. 

31.  It  is  somewhat  of  an  anomaly  for  Government  to  lend  half  a  million  to  an  irrigation 
company  which  started  as  the  herald  of  private  etiterprise  for  large  undertakings,  unaided 
by  the  State.  Yet  the  anomaly  is  not  only  a  liberal  arrangement,  but  one  acquiesced  in  as 
displaying  a  wise  policy  on  the  part  of  Government  with  respect  to  the  wants  of  India  and 
its  people,  and  our  real  duty  towards  them. 

32.  That  which  is  found  necessary  for  means  of  locomotion  and  irrigation,  in  spite  of  its 
anomalous  character  in  the  eyes  of  English  economists,  may  perhaps  cease  to  be  called  an 
anomaly  in  India. 

33.  if  this  be  so,  when  we  are  dealing  with  the  credit  required  for  locomotion  and  irriga- 
tion, we  cannot  deny  the  truth  of  the  principle  when  we  apply  it  to  credit  in  another  form, 
viz.,  the  support  of  a  banking  system  which  is  not  only  demanded  for  the  convenience  of 
the  people,  but  also  for  the  functions  of  the  State.  The  case  is  indeed  infinitely  stronger, 
because,  as  above  shown,  such  functions  are  involved  in  addition  to  commercial  convenience, 
the  development  of  the  country,  and  the  support  of  legitimate  enterprise. 

34.  It  is  thus  seen  that  we  should  not  fear  to  accept  the  position  of  the  yua^i- State 
guarantee  of  the  Presidency  Banks  as  a  necessity  of  the  country  administered  as  India  is, 
and  of  a  community  trained  amidst  the  circumstances  with  which  we  are  familiar. 

By  this  institution  we  seek  to  compass  a  system  of  credit  in  India  which,  in  a  richer  and 
more  advanced  country,  is  obtained  without  Uovernment  assistance. 

35.  We  hold  that  to  be  a  necessity  here  which  may  be  dispensed  with  in  England,  and 
that,  consequently,  we  should  inflict  a  severe,  perhaps  a  deadly,  wound  on  the  growing  credit 
of  the  country,  by  a  hasty  change  of  a  system  which  enlists  the  confidence  of  the  people  as 
being  in  harmony  with  their  views  on  other  matters,  and  with  their  habits  of  thought. 

36.  This  being  so,  it  follows  that  for  the  redemption  of  the  responsibility  thus  assumed 
that  Government  should  take  a  real  share  in  the  management  of  the  banks  according  to 
such  rules  as  have  hitherto  prevailed,  those  rules  being  rendered  more  stringent,  if  deemed 
necessary. 

37.  This  is  simply  the  necessary  executive  consequence  which  has  been  adopted. 

38.  The  practice  answered  admirably  well  with  all  three  banks  till  the  unfortunate  years 
of  1864  and  1866  in  Bombay.  Of  the  latter  it  may  be  said  that  it  proves  nothing,  except 
that,  in  unexampled  times,  the  Government  directors  forgot  common  prudence,  and  were 
unequal  to  their  position.  This  does  not  show  that  the  duty  imposed  on  them  was 
improper  or  anomalous,  but  that  they  neglected  to  perform  it,  and  thereby  precipitated 
calamities  which  a  greater  foresight  and  a  sterner  sense  of  duty  might  have  greatly 
mitigated. 

39.  But,  independently  of  the  Government  interest  in  these  banks,  there  are  other  strong 
grounds  for  maintaining  a  Government  direction  in  them. 

40.  Thus  it  is  well  known  that  in  the  direction  of  these  banks  the  leading  mercantile 
honses  are  represented.  This  occurs  not  only  as  a  matter  of  distinction  to  the  houses  con- 
cerned, but  as  one  of  commercial  influence. 

41.  The  class  of  British  merchants  in  India  has  not  the  stability  or  the  wide  experience 
of  the  merchants  of  London.  The  former  consists  for  the  most  pan  of  young  men  who  are 
constantly  changing,  and  who  think  only  of  the  immediate  present.  The  consequence  is, 
that  it  is  no  easy  matter  to  secure  for  the  respective  bank  parlours  quorums  of  the 
thoroughly  educated  and  trustworthy  directors,  such  as  may  be  got  by  hundreds  for  the 
Bank  of  England  in  the  city  of  London. 

42.  This  diflScultjr  has  in  general  been  fairly  met  by  the  presence  of  the  Government 
directors  in  the  Presidency  Banks,  with  the  single  exception  of  Bombay,  to  which  notice 
has  been  drawn. 

43.  It  is  understood  to  be  a  simple  matter  of  fact  that  the  secretaries  or  managers  of 
these  banks  would  in  difficult  times  be  unable  to  stem  the  importunities  of  the  commercial 
directors,  were  it  not  for  the  support  afibrded  them  by  the  official  directors,  nominated 
under  the  orders  of  Government,  who  are  assumed  to  be  unconnected  with  trade,  and 
uninfluenced  by  speculation. 

44.  It  is  not  too  much  to  say  that  the  very  able  secretary  of  the  Bengal  Bank  was  under 
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great  obligations  to  the  Government  directors  in  the  tremendous  strain  of  the  fatal  years 
which  lately  overwhelmed  the  commerce  of  England  and  of  India. 

45.  A  strantJje  result  of  the  last  commercial  crisis  has  been  observed  recently  in  England 
itself.  Thus,  the  public  has  lost  confidence  in  the  directors  of  the  largest  joint-slock  com- 
panies. We  hear  of  frequent  appeal  for  the  intervention  and  the  supervision  of  Govern- 
ment. Although  to  listen  to  such  an  appeal  in  England  would  be  contrary  to  the  policy 
and  to  the  usage  of  that  country,  it  cannot  be  denied  that  much  ground  has  been  shown  why 
it  should  not  pass  altogether  unnoticed. 

46.  Of  India  it  may  be  said  that,  owing  to  the  character  of  the  Anglo-Indian  and  native 
communities,  the  reasons  for  such  an  appeal  have  infinitely  greater  force  in  India  than  in 
England,  while  the  usages  and  ideas  of  the  former  are  all  in  favour  of  Government  super- 
vision of  institutions  having  regard  to  the  public  convenience  and  expansion. 

47.  It  has  then  lieen  shown  that  the  connection  of  the  Government  with  the  Presidency 
Banks,  as  a  shareholder,  is  founded  on  large  considerations  of  public  credit,  and  not  by  any 
means  with  a  view  to  the  interests  of  existing  shareholders  ;  and,  further,  that  the  imme- 
diate Government  interference  in  management  is  requirec^,  if  Government  would  continue 
to  use  the  banks  for  the  public  functions  now  allotted  to  them. 

48.  It  is,  perhaps,  unnecessary  to  go  further  in  the  proof  of  the  expediency  of  adhering 
to  existing  arrangements.     A  word  may,  however,  be  said  in  behalf  of  the  shareholders. 

49.  They  have  subscribed  their  capital  to  these  banks  on  the  understanding  that  Govern- 
ment was  the  principal  shareholder,  and  thereby  afforded  a  quasi-guarantee  to  the  banks. 
The  latter  have  in  consequence,  for  a  length  of  time,  restricted  their  business  within  the 
limits  assigned  by  Government,  and  have  been  content  to  accept  the  regulations  the 
Government  might  choose  to  afiirm. 

50.  The  question  then  arises,  would  it  now  be  equitable  to  discontinue  the  conaectioQ 
which  seriously  affects  the  value  of  the  property  held  by  the  shareholders  in  the  banks,  and 
on  the  faith  of  w  hich  connection  that  property  was  eitlier  subscribed  or  bought  ? 

51.  This  question,  as  regards  equity,  does  not  seem  to  be  touched  by  the  misfortunes  of 
the  Bombay  Bank  ;  for  it  cannot  be  denied  that  those  misfoilunes  would  have  been  gresltly 
mitigated,  if  not  altogether  averted,  if  the  Government  directors  had  done  theiv  duty  u 
responsible  servants  to  Government  in  1864  and  1865,  or  if  the  Government  of  BombEqr 
itself  had  rightly  read  the  times,  and  impressed  on  the  Government  directors  the  necessity 
of  sevi  rity  and  caution  in  the  discharge  of  their  duties. 

52.  We  have  then  to  consider  whether,  in  addition  to  the  considerations  of  public  credit 
and  security  which  have  been  stated,  there  would  not  be  something  like  a  breach  of  faith 
towards  existing  shareholders  by  a  dissolution  of  the  connection  between  the  banks  and  the 
Government. 

53.  It  would  seem  that  an  announcement  that  such  dissolution  would  be  deferred  till  the 
termination  of  a  contract  having  regard  to  other  things,  could  hardly  suffice  to  invalidate 
such  a  charge. 

54.  It  is  said  that  a  bank  which  is  entrusted  with  the  care  of  the  Treasury  balances 
should  be  established  on  an  adequate  basis  of  capital  and  credit,  wholly  independent  of 
Government. 

55.  But  it  has  been  shown  that  the  formation  of  credit  in  this  country  depends  at  least 
as  much  on  the  patronage  of  Government  as  on  any  other  circumstance,  and  that,  as  a 
consequence,  capital  will  not  flow  in  for  the  establishment  of  such  an  institution  without 
Government  measures  insuring  direct  Government  management. 

56.  Perhaps,  then,  it  may  be  said  that  the  statement  which  has  been  alluded  to  does  not 
advance  the  consideration  of  the  question  before  us  ;  for  so  far  from  there  being  a  proba- 
bility of  adequate  credit  and  capital,  independent  of  the  Government  conaectioo,  we  are 
warranted  in  assuming  that  the  exact  opposite  would  ensue. 

57.  Thus,  in  the  case  ^of  the  projects  now  before  Government  with  nespect  to  fusion 
or  reconstruction,  it  is  understood  by  the  public  their  success  rests  on  the  association  of 
Government  on  the  old  terms. 

58.  It  is  clear  that  the  Bank  of  Bengal  has  never  contemplated  the  dissolution  of  the 
connection.  In  the  case  of  Bombay,  it  was  lately  stated  at  the  public  meeting  held  in  that 
city  to  consider  the  rival  projects  of  fusion  and  reconstruction,  that  some  of  the  distaot 
shareholders  had  rendered  their  adhesion  to  reconstruction  contingent  on  the  mainteaanoe. 
of  the  connection  with  Government  on  the  old  terms,  the  inference  being  evident,  that  in 
such  terms  only  could  be  realised  in  future  the  credit  of  the  bank,  and  with  it  that  of  ths^ 
community.  This  is,  besides,  clearly  felt  by  the  originators  of  the  project  of  reconstruction, 
as  shown  by  their  prospectus. 

59.  If  the  fusion  of  the  banks  takes  place,  it  will  not  be  the  creation  of  a  new  bank,  bat, 
under  certain  conditions,  the  expansion  of  the  Bank  of  Bengal  to  meet  the  wants  of  Bombay 
as  well  as  those  of  Calcutta. 

60.  It  cannot  be  said  that  the  Bank  of  Bengal  shoidd  lose  the  privileges  and  con- 
sideration now  enjoyed  in  conformity  with  the  wishes  of  a  majority  of  this  Government,  in 
order  more  effectually  to  meet  the  objects  of  Government  as  well  as  the  exigencies  of  the 
public  at  largce. 

61.  If,  on  the  other  hand,   the  reconstruction  of  the  Bank  of  Bombay  be  preferred, 

Sitting  aside  the  previous  argument,  it  seems  obvious  that,  in  the  present  drcumstancet  d 
ombay,  any  measure  failing  to  afford  the  full  support  of  Government  would  not  impart 
the  credit  to  the  renovated  institution  necessary  for  the  due  undertaking  of  the  Slate 
business,  and  becoming  the  bank  of  deposit  for  the  Presidency. 

62.  In 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OF  BOMBAY.  123 

62.  In  short,  it  seems  that,  practically,  there  is  no  option  whether  fusion  of  the  two 
banks  or  reconstruction  of  the  Bombay  Bank  be  determined  on ;  that  is  to  say,  that  the 
Government  connection  must  be  continued,  unless  Government  be  prepared  to  revert  to  its 
ancient  system  and  discharge  its  treasury  functions  for  itself. 

03.  In  condusion,  it  may  be  said  that  no  plan  has  apparently  been  suggested  according 
to  which  Government  would  be  justified  in  entrusting  its  balances  to  the  care  of  the  Pre- 
sidency Banks,  when  h  ceases  to  have  the  connection  of  a  sitareholder. 

64.  On  the  cesaatkm  of  that  connection,  Government  would  no  longer  hare  a  right  to 
name  Government  directors.  Such  directors  sit  in  the  respective  parlours  in  virtue  of  the 
shares  held  by  Government,  and  are  thus  in  a  position  to  guard  the  balances.  It  is  believed 
that  no  system  of  inspection  or  audit  would  compensate  for  the  loss  of  direction;  for 
direction  anticipates  events,  wards  o£f  misfortune,  and  looks  to  the  immediate  observance  of 
rules.  On  the  other  hand,  any  system  of  inspection  or  audit  affects  past  events,  and  whilst 
it  may  blame  or  correct  misconduct,  nevertheless  steps  in  after  the  occurrence  of  mis- 
fortune or  the  breach  of  important  rules.  In  short,  it  is  powerless  to  check  offenders  till 
too  late,  and  therefore  to  avert  calamity. 

2  July  1867.  (signed)         JF.  R.  Mansfield. 


(No.  166  of  1867. — Govemment  of  India.— Financial  Department. — Accounts.) 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir,  Simla,  12  July  1867. 

In  continuation  of  our  Despatch,  No.  149,  dated  24th  June  1867,  we  have  the 
honour  to  submit  a  letter*  from  the  Government  of  Bombay,  reporting  further  •  jjo.  788  dated 
proceedings  regarding  the  proposed  amalgamation  of  the  Bank  of  Bombay  with  1  July  1867,  with 
the  Bank  of  Bengal.  enclosures. 

We  have,  &c. 
(signed)         John  Lawrence. 
If^.  Mansfield. 
H.  iS.  Maine. 
G.  N.  Tayhr. 
W.  N.  Massey. 
H.  M.  Durand. 
G.  U.  Yule. 


(Financial  Department. — No.  788  of  1867.) 


From  the  Honourable  M.  J.  M.  Shaw  Stewart,  Acting  Chief  Secretary  to  the  Government 
of  Bombay,  to  JE.  H.  Lushington,  Esq.,  Secretary  to  the  Government  of  India. 

Sir,  Bombay  Castle,  1  July  1867. 

In  reply  to  your  letter.  No.  694,  of  the  3rd  ultimo,  I  am  directed  to  forward  copy  of  a 
letter  (No.  2694),  with  its  enclosure,  from  the  secretary  and  treasurer  of  the  Bank  of 
Bombay,  communicating  the  arrangement  determined  on  by  the  directors. 

2.  The  proposals  for  amalgamation  set  forth  in  that  letter  were  laid  before  the  meeting 
of  the  shareholders  held  on  the  4th  ultimo,  on  which  date  the  following  telegram  was  com- 
municated to  the  secretary  and  treasurer :— - 

"  In  reply  to  your  letter  of  the  29th  ultimo,  No.  2695,  Government  can  enter  into  no 
engagements  until  it  is  ascertained  that  the  project  for  reconstruction  has  been  definitively 
abandoned.'' 

3.  The  result  of  the  meeting  on  the  4th  June,  and  of  a  subsequent  meeting  of  the  share- 
holders of  the  Bank  of  Bengal,  held  in  Calcutta,  was  reported  to  this  Government  in  a 
letter  from  the  secretary  and  treasurer.  Bank  of  Bombay,  No.  3007,  of  the  22nd  ultimo,  of 
which  a  copy  is  annexed. 

4.  I  am  also  desired  to  forward  copies  of  a  letter  from  the  secretary  and  treasurer.  Bank 
of  Bombay,  (No.  2695),  dated  29th  May,  asking  Government  to  consent  to  certain  subsi- 
diary arrangements  connected  with  the  proposal  to  amalgamate  the  banks.  Copies  of  my 
reply  and  of  a  further  letter  from  the  bank  are  also  forwarded. 

6.  I  am  also  desired  to  forward  copy  of  my  letter  of  this  date,  in  reply  to  the  communi- 
eation  from  the  bank  referred  to  in  the  third  and  fourth  paragraphs  of  this  letter. 

I  have,  8cc. 
(signed)        M.  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 
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(No.  2694  of  1867.) 

To  the  Chief  Secretary  to  Government,  Financial  Department,  Bombay. 

Sir,  Bank  of  Bombay,  Bombay,  29  May  1867. 

I  HATE  the  honour,  by  desire  of  the  directors  of  the  bank,  to  forward  the  enclosed  copy 
of  proposals  for  the  amalgamation  of  the  Banks  of  Bengal  and  Bombay,  and  to  state  that 
they  have  received  the  unanimous  approval  of  the  Board,  who  will  submit  and  recommeod 
them  to  the  favourable  consideration  of  the  shareholders  at  the  general  meeting  convened 
for  the  4th  of  June. 

2.  The  direciors  are  of  opinion  that,  under  existing  circumstances,  these  proposals  ofier 
greater  advantages  to  the  sharelolders  of  the  Bank  of  Bombay  than  the  terms  proposed  for 
the  reconstruction  of  the  bank. 

1  have,  kc. 
(signed)        J.  SCuart,  Secretary  and  Treasurer. 


The  following  is  the  proposal,  subject  to  the  confirmation  of  the  shareholders  of  the 
respective  bank<,  for  amali^amation  of  the  banks  of  Be«)gal  and  Bombay  (to  be  incorporated 
by  Government  Charter  under  a  new  name),  which  is  to  be  submitted  to  the  meeting 
of  shareholders  convened  for  the  4th  day  of  June  next. 

The  proposal  is  also  subject  to  the  approval  of  Government,  and  the  concession  by  them 
of  certain  privileges  contemplated  in  the  formation  of  a  new  bank. 

Additional  capital  to  be  raised  1,42,03,750  rupees,  and  to  be  allotted  at  a  aniform 
premium  of  20  per  cent,  as  under — 

First  Call. 


Payable  between  30th  June  and  3l8t  December  1867 — 

n$. 

35,75,000,  or  Rs.  16*2.  8.  per  share  of  1,000  rupees,  premium  22i.  33.  8 ; 

total  195  rupees. 
31,35,000,  or  300  rupees  per  two  shares  of  600  rupees  each,  premium 

60  rupees ;  total  360  rupees. 


Bengal    - 
Bombav  - 


Bs. 


67,10,000 


Allotments  due  in  respect  of  first  call,  if  paid  on  30th  June  1867,  will  carry  the  dividend 
for  half  year  ending  31st  December  next. 

Allotments  paid  not  later  than  30th  September  next  will  carry  three  months*  dividend. 

Allotments  unpaid  on  31st  December  will  be  absolutely  forfeited,  so  far  as  regards  the 
first  call,  but  the  original  shares  in  the  Bank  of  Bombay,  in  respect  of  which  the  first  call 
has  not  been  paid  on  3l8t  December,  shall  nevertheless  be  entitled  to  and  carry  a  righi  to 
a  rateable  proportion  to  the  second  call,  payable  between  31st  December  1867  and  dOth 
June  1868. 

Second  Call. 

Payable  between  3l8t  December  1867  and  30th  June  1868 — 

Rs. 

35,75,000,   or   Rs*   162.  8.    per    share   of    1,000    rupees,    premium 

A«.  32.  8.;*totaIl95  rupees. 
30,18,750,  or  375  rupees  per  two  snares  of  500  rupees  each,  premium 

75  rupees ;  total  450  rupees. 


Bengal   - 
Bombay  • 


Rs. 


74,93,750 


Allotments  due  in  respect  of  second  call,  if  paid  on  31st  December  1867,  will  carry  the 
dividend  for  half  year  ending  30th  June  1868. 

Allotments  paid  not  later  than  31st  March  1868  will  carry  three  months'  dividend. 
Allotments  unpaid  on  30th  June  1868  will  be  absolutely  forfeited. 

Abstract. 


Bengal 
Bombay 


Rs. 


1  St  Call. 


Rs. 
85,75,000 

81,35,000 


67,10,000 


Premium. 


Rs. 
7,15,000 

6,27,000 


13,42,000 


2nd  Call. 


Rs. 
35,75,000 

30,18,750 


74,08,750 


Premium. 


Total  Capital 


Rs. 
7,16,000 

7,83,750 


14,98,750 


Rs. 
71,50,000 

70,53,750 


1,42,03,760 
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On  payment  of  first  call  of  300  rupees,  with  premium  of  60  rupees  per  share,  atid  on  pro- 
duction of  the  share  certificates,  the  shareholders  in  the  Bank  of  Bombay  will  receive 
receipts,  which  may  be  subdivided  and  transferred  in  sums  of  250  rupees  each  and  upwards, 
the  holders  of  such  transfer  receipts  beinir  entitled  to  participation  in  the  second  call.  In 
like  manner  receipts  will  be  issued  to  the  shareholders  in  the  Bank  of  Bengal  under 
similar  conditions. 

On  payment  of  the  second  call  of  376  rupees  per  share,  together  with  the  premium  of 
75  rupees,  holders  of  stock  receipts  issued  to  Bombay  will  be  entitled  to  and  receive  cerii- 
ficates  of  consolidated  stock  for  the  full  amount,  or,  if  practicable,  certificates  of  shares  in 
even  sums  of  1,000  rupees  each  in  the  incorporated  bank;  the  relative  scrip  for  Bengal 
being  dealt  with  precisely  in  the  same  manner. 


(No.  3007.) 

To  the  Chief  Secretary  to  Government,  Financial  Department,  Bombay. 

Sir,  Bank  of  Bombay,  Bombay,  22  June  1867. 

I  HAVE  the  honour  to  forward,  for  the  information  of  Government,  summaiy  proceedings 
at  a  special  general  meeting  of  shareholders  of  the  Bank  of  Bombay  held  on  the  4th 
instant;  also  a  report  by  the  press  of  proceedings  at  a  special  ueneral  meeting  of  share- 
holders of  the  Bank  of  Bengal  held  at  Calcutta  on  the  14th  instant,  by  which  you  will 
observe  that  resolutions  approving  of  the  scheme  for  the  amalgamation  have  been  carried 
by  the  shareholders  of  both  banks. 

2.  With  regard  to  the  Bank  of  Bombay  meeting,  I  am  desired  to  state  that  it  was 
called  merely  with  the  view  of  eliciting  an  expression  of  opinion  on  the  part  of  the  shareholders 
as  to  the  proposed  scheme  for  amalgamation,  and  the  proposal  having  been  approved  of  by 
the  shareholders,  i he  directors  have  called  a  jjeneral  meeting  of  shareholders  of  the  Bank  of 
Bombay,  to  be  held  on  the  12th  August  next,  to  pass  the  resolutions  necessary  to  enable 
them  to  carry  out  ihe  proposed  scheme  of  amalgamation. 

3.  Referring  to  the  communication  published  by  the  Government  on  11th  March  last, 
that  the  Government  of  India  would  be  prepared  to  consider  favourably  any  proposals  that 
might  be  mutually  agreed  upon  between  the  two  banks  for  the  amalgamation,  I  am 
desired  most  respectfully  to  request  that  his  Excellency  the  Governor  in  Council  may  be 
pleased  to  state,  at  his  earliest  convenience,  for  the  information  of  the  directors,  whether 
the  terras  set  forth  in  the  enclosed  paper  (copy  of  which  was  forwarded  to  you  in  my 
letter  No.  2694,  of  the  29th  uliimo)  meet  with  the  approval  of  Government,  or  whether  any 
modifications  are  considered  desirable. 

4.  The  directors  are  advised  that  it  may  be  necessary  to  apply  for  special  legislative 
enactment ;  it  is,  therefore,  of  importance  that  they  should  be  favoured  with  the  views  of 
Government  at  an  early  daie. 

I  have,  &c. 
(signed)        J.  Stuart,  Secretary  and  Treasurer. 


BANK  OF  BOMBAY. 


Notice  is  hereby  given,  that  a  special  general  meeting  of  the  shareholders  will  be  held 
at  the  oflSce  of  the  Bank,  in  the  Elphinstone  Circle,  within  the  Fort  of  Bombay,  on  Monday, 
the  12th  day  of  August  next,  at  11  o'clock  in  the  forenoon,  to  consider  the  proposal  for 
amalgamation  of  the  Bank  of  Bombay  with  the  Bank  of  Bengal,  and  to  pass  such  resolu- 
tions as  may  hereafter  appear  to  be  necessary  or  advisable  (and  of  which  due  notice  will  be 
given)  for  carrying  the  amalgamation  into  effect. 

By  order  of  the  Board  of  Directors, 

(signed)        John  Stuart, 
Bombay,  6  June  1367.  Secretary  and  Treasurer. 


To  the  Shareholders  of  the  Bank  of  Bombay. 

Bank  of  Bombay,  Bombay, 

6  June  1867. 

I  AM  directed  to  forward  the  following  summary  of  proceedings  at  a  special  general 
meeting  of  shareholders,  held  on  the  4th  instant,  to  consider  a  proposal  for  the  amalgama- 
tion of  the  Banks  of  Bengal  and  Bombay;  and,  in  pursuance  of  the  requisiiion  contained  in 
the  resolution  then  carried,  a  special  general  meeting  of  shareholders  has  been  convened 
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fcr  Monday,  the  12th  day  of  August  next,  at  11  o'clock  in  the  forenoon.  This  date  has  heea 
fixed  with  the  fiew  to  enabk  shareholders  at  a  distance  to  be  represented  at  tlie  meeting  by 
proxy,  or  to  give  them  an  opportunity  of  commBnicating  with  those  who  already  hold  their 
proxies. 

I  have,  aie, 

(signed)        John  Stwsrty 

Secretary  and  Treasurer. 


BANK  OF  BOMBAY. 


President. — J.  L.  Lushington,  Esq. 
Directors: 


C.  E.  Chapmaic,  Esq. 
G.  NoHMAN,  Esq. 
G.  M.  Stewart,  Esq. 
W.  Loudon,  Esq. 


Honourable  Alexander  Browv. 
H.  FoRHAN,  Esq. 
M.  H.  Scott,  Esq. 
H.  Clbybland,  Esq. 


Special  General  Meeting. 

In  accordance  with  previous  announcements,  a  special  general  meetii>g  of  the  share- 
holders of  the  Bank  of  Bombay  was  held  on  June  4th  to  consider  a  proposal  for  the 
**  amalgamation  of  the  Banks  of  Bombay  and  Bengal,  to  be  subsequently  incorporated  by 
Government,  under  a  new  charter,  under  a  new  name ;"  and,  at  the  reouest  of  the  Comr 
mittee  of  shareholders,  to  consider  the  scheme  for  the  reconstruction  ot  the  bank.  The 
chair  was  occupied  by  Mr.  G.  M.  Stewart,  in  the  absence  of  Mr.  J.  L.  Lushington,  the 
President  of  the  Board  of  Directors,  who  was  unable  to  attend.  The  meetins:  was  well 
attended,  and  ail  the  directors  were  present,  except  Mr.  J.  L.  LushiogtKi  and  lilr.  M.  H. 
Scott.  Among  the  shareholders  were  Colonel  Pelly,  Brigadier  General  Rjisseli,  Captaia 
Young,  I.  N.,  Honourable  G.  Foggo,  General  Rivers,  Messrs.  A.  F.  Bellasis^  W.  BL 
Havelock,  A.  J.  Macdonald,  Henry  Maxwell,  John  Connon,  J.  P.  Greea^  J.  A.  Forbes, 
N.  Spencer,  C.  Currey,  S.  C  Powalla,  Eduljee  Nusserwanjee,  and  others* 
The  advertisement  convening  the  meeting  having  been  read. 

The  Chairman  said :  '^  Gendemen,  I-  am  sorry  to  say  that,  at  the  last  moiaemti  we  have 
heard  from  Mr.  Lusliington  that  his  health  prevents  his  being  present  to-day,  so  that,  in  his 
absence,  I  am  obliged  to  occupy  the  chair.  The  following  are  the  remarks  which  Mr. 
Lushino;ton  intended  to  have  made  on  behalf  of  the  Board  of  Directors: — 

**  We  have  invited  you  to  meet  here  to-day  for  the  purpose  of  obtaining  from  you  a  direct 
expression  of  opinion  on  our  proposal  for  amalgamating  the  Bank  of  Bombay  with  tlie 
Bank  of  Bengal.  The  detailed  scheme  of  amalgamation  has  been  placed  before  you  in  th^ 
local  journals,  and  for  the  benefit  of  shareholders  copies  were  obtainable  from  the  bank; 
and,  as  they  are  now  laid  on  the  table,  we  will  presume  that  you  are  acquainted  with  thetn. 
After  much  anxious  consideration,  the  directors  have  come  to  the  conclusion  that  the  scheme 
for  amalgamation,  as  now  submitted,  taken  as  a  whole,  is  the  most  feasible  and  conducive 
to  the  interests  of  the  shareholders  of  the  present  bank.  I  do  not  here  propose  to  enter  into 
detail  of  the  reasons  which  have  influenced  us  in  coming  to  this  conclusion,  preferring 
rather  that  these  should  be  gathered  from  the  discussion  to  which  I  now  invite  you.  If  the 
terms  we  have  laid  before  you  are  generally  considered  satisfactory,  and  are  adopted  byyoOj 
a  meeting  will  be  convened  on  a  date  sufficiently  deferred  to  enable  shareholders  at  t  dis- 
tance to  he  represented.  At  this  meeting  a  resolution  will  be  brought  forward,  with  a  tnm 
to  carry  on  the  arrangement  which  your  directors  propose  to  make  with  the  Bank  of 
Bengal.  The  directors  recommend  amalgamation ;  but  it  is  open  to  any  shareholder  to 
bring  forward  the  consideration  of  any  other  course  he  may  advocate.  With  these  few 
;  remarks  I  beg  to  move  the  following  resolution  : — 

}'  •  See  Appendix  A.       "That  in  the  opinion  of  this  meeting  it  is  desirable  that  the  following  terms*  of  arrange- 

•  ment,  between  the  Bimk  of  Bombay  and  the  Bank  of  Bengal,  should  be  adoipted,  and  that 

^  the  directors  be  requested  to  convene  a  special  general  meeting  of  the  shareholders  of  the 

I  hank,  to  be  held  at  a  date  not  less  than  two  months  hence,  to  determine  the  course  to  be 

adopted  for  carrying  tluit  proposal  into  effect." 

Mr.  Cleveland,  a  director,  said  he  had  much  pleasure  in  seconding  the  resolution  which 
had  been  proposed  by  Mr.  Stewart.  As  he  (Mr.  Cleveland)  had  been  one  of  the  com- 
mittee of  shareholders  appointed  to  consider  the  alternative  scheme  for  reconstruction,  n^ 
had  taken  the  opportunity  to  discuss  the  matter  with  a  great  number  of  gentlemen  <^P'^°  ? 
of  forming  an  opinion  upon  the  matter.  Under  the  scheme  of  reconstruction  which  he  had 
proposed  at  first,  a  very  small  capital  would  have  been  sufficient  to  carry  on  the  bank,  and 
only  20,00,000  rupees  would  have  had  to  he  called  up.     He  believed  that  sum  could  hate 
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been  raised  ;  but  he  wry  much  doobted  whether  the  larger  sum  now  required  for  carrying 
out  th<»  peconetruction  could  be:  at  aay  rate,  there  would  be  great  diflSculty  in  the  matter* 
With  that  new  capital,  and  by  the  Government  allowing  its  money  to  remain  in  the  hands 
of  the  bank  for  some  months,  it  might  have  been  carried  on;  and  suflScient  of  the  assets 
might  have  been  realised  to  enable  the  shareholders  to  pay  up  the  second  call  at  the  end  of 
«x  months*  Most  of  the  persons  he  spoke  to  on  the  subject  were  of  the  same  opinion  as 
himself;  that,  in  order  to  induce  people  to  join  in  a  new  bank,  the  Government  should  take 
shares  in  it  to  the  san>e  extent  as  they  were  interested  in  the  old  bank.  He  had  felt  great 
confidence  that  such  scheme  would  answer.  The  first  thing  they  had  to  do,  was  to  ascertain 
whether  the  Government  would  continue  its  business  with  the  bank,  and  an  application  was 
accordingly  made  to  the  Government ;  but,  instead  of  Government  giving  them  an  answer 
to  that  effect,  it  led  them  to  understand  that  they  would  not  take  shares  in  the  new  bank, 
and  uould  not  be  able  to  allow  the  deposit  to  continue;  and  ihat  it  could  only  allow  a  new 
agreement  to  be  made  by  the  permission  of  the  Secretary  of  State  for  India.  The  Govern- 
ment also  decided  that  1,00,00,000  rupees  must  be  raised  by  the  shareholders— a  thing 
which  he  thought  impossible  in  the  present  circumstances  of  Bombay — that  was,  that  50 
lacs  should  be  raised  by  the  1st  August,  and  another  60  lacs  by  March  next.*  That  being  so,  •  See  Appendix  C. 
he,  for  one,  was  of  opinion,  that  it  was  impossible  that  reconstruction  could  be  carried  out. 
Many  of  the  persons  who  i»me  forward  stipulated  that  the  Government  should  become 
partners  in  the  new  bank.  Well,  feeling,  as  he  had  said,  thai  reconstruction  under  those 
circunmtances  was  impossible,  the  next  question  was,  whether  they  should  endeavour  to  save 
the  bank  by  amalgamating  it  with  the  Bank  of  Bengal.  He,  himself,  should  have  preferred 
to  see  the  bank  reconstructed  ;  but,  finding  thatimpt)ssible,  he  gave  his  assent  to  the  scheme 
for  amalgamation,  for  he  believed,  in  the  present  state  of  affairs,  that  an  amalgamation  was 
the  only  possible  means  by  which  the  Bank  of  Bombay  could  hope  to  get  out  of  ite  diffi- 
culties.    He  l^egged  to  sectrtxd  the  resolution  proposed  by  Mr.  Stewart 

Major  General  Rrvers  :  Are  the  directors  unanimous  ? 

The  Chairman  :  They  are. 

The  Honovrable  G.  roggo  said  he  would  wish  to  offer  a  few  remarks  on  the  question  before 
the  meeting.  Mr.  Cleveland  had  commenced  by  saying  he  had  been  one  of  the  committee 
appointed  by  the  shareholders  to  consider  the  alternative  scheme ;  but  it  seemed  to  him  that 
Mr.  Cleveland  was  labouving  somewhat  under  a  mistake  upon  two  points.  Mr.  Cleveland 
had  taken  it  for  granted,  in  the  first  place,  that  it  would  be  quite  impossible  to  get  better 
terms  from  the  Government ;  but  that  would  not  be  so  were  the  shareholders  to  come  for- 
ward  as  one  nan,  and  stand  upon  their  rights  as  shareholders,  and  upon  that  which  was 
due  to  them  as  a  matter  of  jastice.  The  other  point  was,  that  it  seemed  to  be  said  the 
seheuie  for  reconstruction  bad  bad  a  fair  trial  Now  he  (Mr.  Foggo)  maintained  that  such 
was  not  the  case,  to  say  nothing,  or  at  any  rate  to  say  but  little,  about  the  position  which 
the  directors  had  taken  up  in  the  matter.  He  wat*  not  going  to  launch  any  blame  against 
the  directors,  but  merely  to  state  a  fiact— and  it  was  a  fact  nobody  could  deny — that,  with 
the  exception  of  a  short  inrterval,  during  the  deputation  to  Matheran,  the  directors  had,  from 
first  to  last,  given  the  cold  riio«lder  to  the  scheme  for  reconstruction.  Independently  of 
tiiat,  be  thought  it  was  not  possible  reconstruction  could  have  had  a  fair  trial,  unless  amal- 
gamation had  at  once  been  thrown  overboard.  It  did  not  admit  of  the  amalgamation  being 
considered  at  the  same  tune.  They  would  take  the  case  of  a  shareholder  with  40  or  M 
shares.  He  kaew  the  case  of  a  gentleman,  high  in  the  military  service,  who  had  such  a 
number  of  shares  in  the  bank,  who  wrote  down  to  the  directors,  saying  he  was  willing  to 
take  shares  in  h/lr.  DickM)n's  scheme ;  but  that,  if  the  directors  thought  (and  Mr.  Cleveland 
had  already  told  them  that  he  thought  the  scheme  for  reconstruction  was  the  most  valuable 
one)  the  scheme  fot  reconstruction  was  the  best,  he  would  take  shares  in  that.  If  the 
amalgamation  had  been  thrown  overboard,  when  the  alternative  scheme  was  proposed,  then, 
aad  then  only,  would  a  ftur  opportunity  have  been  given  to  the  shareholders  to  test  the 
opinion  of  the  public  on  the  point.  He  considered  the  true  course  for  the  shareholders  to 
parsue^ — having  regard  to  their  own  ixvterests,  and  saying  nothing  with  regard  to  public 
mterests,  which  to  them  wen  of  minor  importance — was  to  throw  away  the  amalgamation 
seheme  at  once^  and  ky  their  case  before  the  Government  of  Bombay,  the  Supreme  Govern* 
meut,  and  the  Secretary  of  State,  asking  what  assistance  would  be  given  the  shareholders 
towards  reconeriog  the  loa^  capital  of  the  bank,  and  helping  them  in  the  reconstruction  of  a 
new  Bank  of  Bombay.  To  show  that  these  opinions  were  not  very  extreme,  bat,  on  the 
contrary,  were  grouded  on  the  ofMnions  of  some  whose  recommendations  were  entitled  to 
weight,  he  wonld  read  the  meeting  a  letter  which  be  was  favoured  with  a  few  days  ago,  and 
which  he  had  read  at  tfie  private  meeting  of  shareholders  held  the  other  day.  It  was  from 
a  gentleman  whose  name  he  wac  not  at  liberty  to  give,  and  who,  although  not  a  member 
of  the  CJoveinraenty  was  closely  connected  with  it.    What  he  said  was  this : — 

"  Matheran,  May  SO.** 

"  My  dear  Foggo, — ^I  wish  I  could  attend  the  meeting  of  Bombay  Bank  shareholders  to^ 
morrow.  However,  I  entirely  agree  with  what  I  suppose  to  be  your  view,  viz. : — ^That  we 
should  strive  for  a  reconstruction  of  the  bank,  as  preterable  to  the  amalgamation  with  the 
Bank  of  Bengal,  both  for  public  ends  and  the  shareholders'  private  interest,  and  that  we 
should  urge  upon  Government,  in  oonsideradon  of  its  position  as  a  large  shareholdef,  and 
as  a  most  influential  and  almost  paramount  director,  that  it  should  assist  the  bauk  with  a 
special  loan  of  so  much  money  as  may  be  well  secured  by  the  assets  of  the  old  bcmk.     Th 
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Government,  wisely  or  nnwisely,  thought  fit  to  ally  itself  with  the  bank,  with  purpose,  I 
suppose,  to  give  it  stability,  and  thereby  to  secure  public  confidence  for  the  public  ben^t 
It  obtained  that  confidence  with  disastrous  consequence  to  hundreds,  a  large  number  of 
whom  were  its  own  retired  servants,  their  widows  and  families.  It  is  scarcely  possible  to 
dispute  that  the  Govemment  has  a  large  responsibility  in  this  matter.  The  claim  upon  it 
for  pecuniary  aid  to  make  the  best  of  the  circumstances  appears  to  me  irrisistible,  if  fairly 
urged.  The  sufferers  are  those  who  are  helpless  through  ignorance  of  their  position,  their 
claim,  and  the  means  of  urging  it;  so  that  there  is  a  seeming  apathy  on  the  part  of  share- 
holders, which  we  should  do  our  best  to  remove  lest  it  beget  a  real  apathy  on  the  part  of 
those  \^ho  ou^ht  to  help  them.  There  is  danger  lest  weary  hopelessness  lose  the  oppor- 
tunity, and  maKe  things  worse  than  they  need  be.  The  mere  difference  of  temper  of  men 
heartily  setting  to  work  to  help  themselves,  encouraged  at  the  same  lime  by  liberal  aid  from 
those  whose  duty  it  is  to  co-operate,  and  the  same  persons  throwing  the  labour,  respocsibilily, 
and  legitimate  gains  to  others,  and  hopelessly  acceptms:  the  price  of  the  good-will  of  their 
present  position  as  all  they  can  hope  for,  is  alone  a  difference  in  the  two  offered  schemes, 
which,  to  my  mind,  weighs  heavily  against  amalgamation.  The  direction  of  the  principal 
bank,  in  a  great  mercantile  city  like  Bombay,  has  a  representative  character  which  makes 
its  action  infectious  for  good  or  ill.  If  the  bank  direction  now  prove  self-reliant,  determined 
to  use  its  costly  experience  with  some  degree  of  unselfish  devotion  to  public  ends,  I  believe 
it  may  do  much  to  restore  conimercial  confidence,  and  may  help  to  strengthen  commercial 
morality.  1  have  not,  in  this  note,  entered  into  any  details  of  conditions  and  securities 
between  Government  and  the  bank.  I  only  state  my  conviction,  that  such  considerable 
assistance  from  Government,  as  I  have  indicated,  may  be  reasonably  asked  ;  and  that,  with 
such  assistance,  we  ought  to  reconstitute  the  bank." 

He  (Mr.  Foggo)  was  not  going  to  detain  the  meeting  long,  but  he  must  recur  for  a  few 
moments  to  the  arguments  >\hich  were  brought  forward  by  himself  and  others  at  the  private 
meetin*;  of  shareholders,  a  summary  of  the  proceedings  of  which  appeared  in  one  of  the 
local  newspapers  "  The  Times  "  of  India,  because  he  thought  they  had  received  a  remark- 
able confirmation  in  the  telegram  from  London  which  had  been  published  that  morning, 
and  which  Mr.  Macdonald's  house  had  so  energetically  obtained.  He  (Mr.  Foggo)  and 
others,  had  said  at  the  meeting  he  had  just  referred  to,  that  the  proposed  amalgamation 
was  a  wild  scheme,  a  visionary  scheme,  and  that  it  depended  too  much  upon  contingencies 
for  any  man  of  business  to  be  induced  to  take  up  shares  without  the  directors  having 
received  any  assurances  from  the  Government;  for  so  far  at  least  as  the  outside  world 
knew,  the  directors  had  no  such  assurances,  or  if  they  had  they  had  not  communicated 
them  to  the  public.  For  instance,  in  the  amalgamation  scheme  some  concessions  were 
refeiTcd  to.  Now  be  should  like  to  know  what  they  were?  If  those  privileges  amounted 
to  alterations  in  the  currency  system  of  which  Mr.  Dickson  was  so  enamoured,  the  whole 
thing  would  fall  to  the  ground,  because  no  Government  would  authorise  such  a  scheme. 
As  hiid  been  urged  at  the  private  meeting  of  shareholders,  if  they  agreed  to  the  amalgama- 
tion scheme  they  would  still  have  to  go  through  several  ordeals,  and  what  guarantee  could 
the  directors  give  them  ?  The  question  was  one  for  the  Bank  of  Bengal,  for  the  Indian 
Government,  and  for  the  Bombay  Government.  And  if  the  telegram  was  to  be  relied  on 
— and  he  had  no  doubt  it  might  be — it  showed  that  there  was  a  very  strong  feeling  at  head 
quarters.  Amalgamation  was  not  to  be  hurriedly  taken  up;  only  to  be  adopted  after  the 
maturest  consideration,  and  not  for  the  purpose  of  fishing  a  rotten  bank  out  of  the  mud— 
for  he  was  sorry  to  say  this  bank  could  only  be  so  described.  Then  again,  would  not  the 
sl)areholder8  in  the  Bank  of  Bengal  have  something  to  say  about  getting  a  new  charter,  as 
they  would  have  to  do  ?  Reference  had  been  made  to  the  question  of  the  Government 
continuing  as  shareholders,  and  the  question  would  arise  just  as  readily,  and  to  his  mind 
more  readily,  than  it  would  in  the  case  of  the  reconstruction  of  the  Bank  of  Bombay, 
because  in  the  one  case  the  Bank  of  Bengal  would  be  making  new  terms  with  the  Govern- 
ment whilst  the  Bank  of  Bombay  had  claims  upon  the  Government  which  could  not  with 
any  degree  of  fairness  be  put  aside.     Lest  it  might  be  thought  he  was  interested  in  a  money 

Eomt  of  view,  he  might  state  that  he  was  not  so  interested.  He  had  only  five  shares  in  the 
ank,  and  of  these  the  profits  did  not  all  belong  to  him.  He  held  proxies  for  a  laige 
number  of  shares,  but  they  came  to  him  in  a  general  way  of  business;  he  had  only  the 
interests  of  the  shareholders  at  large  in  view,  and  he  felt  that,  as  regarded  the  scheme  for 
amalgamation,  they  were  only  following  a  will-o'-the-wisp ;  and  that  their  only  safe  and 
sound  poHcy  was  to  stick  to  the  Government,  and  to  remmd  it  of  the  claims  they  had  upon 
it,  and  to  show  it  that  fur  years  past — since  1863 — ^it  had  allowed  the  business  of  the  bank 
to  drift  into  bankruptcy  ;  and  that  therefore  it  was  its  duty  to  help  them,  the  shareholders 
of  the  bank,  either  by  means  of  a  special  loan  or  in  any  way  it  pleased,  in  forming  a  new 
bank.  The  shareholders  should  not  be  led  astray  by  the  scheme  for  amalgamation,  which 
would  only  weaken  their  position.  If  they  entered  into  the  amalgamation,  it  would  do 
them  no  good,  for  the  Government  when  they  went  lo  them,  would  say,  the  shareholders 
had  settled  the  matter  themselves ;  that  it  was  very  sorry  for  them,  but  could  not  help 
them. 

In  answer  to  questions  put  by  Mr.  Macdonald,  with  regard  to  the  position  of  the  Bank 
of  Bengal,  the  chairman  stated  that  the  directors  had  not  made  any  special  investigation, 
that  their  object  was,  in  the  first  place,  to  obtain  an  expression  of  opinion  from  the  share- 
holders with  regard  to  the  terms  proposed,  and  it  would  then  be  their  duty  to  satisfy  them- 
selves that  the  position  of  the  Bank  of  Bengal  was  thoroughly  sound,  before  asking  them  to 
pledge  themselves  to  any  arrangement 
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Mr.  Macdonald  said^  it  was  four  months  ago  since  these  negotiations  commenced^  and  yet 
they  were  just  in  the  same  state  of  uncertainty  as  at  first  They  did  not  know  what  was 
to  be  done.  Let  them  throw  overboard  one  scheme  or  the  other,  for  it  seemed  to  him  that 
the  directors  were  quite  uncertain  as  to  amalo;amation9  and  he  assumed  they  would  be  in  a 
still  greater  position  of  uncertainty.  Mr.  Dickson's  scheme  was  dependent  upon  privileges 
which  were  expected  to  be  got  from  the  government  of  India.  Now^  they  all  knew  from 
the  Indian  Government,  and  A*om  what  had  occurred  at  home,  that  the  feeling  of  Govern- 
ment was  more  in  favour  of  reconstruction  than  of  an  amalgamated  bank  ;  naturally,  the 
Government  would  do  more  for  them,  if  they  tried  to  help  themselves,  than  if  the  share- 
holders of  the  Bank  of  Bombay  went  to  Calcutta  for  assistance.  If  they  went  to  Govern- 
ment, saying,  that  they  would  have  50  lacs  in  March  nexi,  and  another  26  lacs  by  the 
following  December,  from  the  realization  of  the  assets  of  the  Bank  of  Bombay,  there  was 
not  the  least  doubt  that  the  Government,  bound  as  it  was  to  assist  them,  would  come  for- 
ward and  at  once  grant  what  they  asked  ;  and  he  did  not  see  that  the  Government  could 
do  any  thing  else  but  concede  any  fair  terms  they  asked  of  it. 

The  Hon.  Alexander  Brown  said,  it  was  very  desirable  that  something  should  at  once  be 
settled  in  one  way  or  the  other.  It  was  very  undesirable  to  hang  up  the  question,  and  he 
thought  that  the  body  of  shareholders  should  now  determine  what  was  best  to  be  done  for 
the  interests  of  the  bank.  If  amalgamation  were  determined  on,  let  all  join  in  bringing  it 
about,  but  if  not,  let  them  all  join  hand-in-hand  and  endeavour  to  reconstruct  the  bank. 
The  directors  had  gone  very  carefully  into  the  whole  question,  and  had  decided  to  recom- 
mend amalgamation  as  the  best  course ;  but  the  shareholders  had  now  met  together  to  get 
at  the  real  truth  of  the  question.  The  directors  did  not  profess  to  be  infalliole;  and  all 
they  wished  was,  to  get  the  shareholders'  opinions  fully  and  frankly,  to  enable  them  to  arrive 
at  a  satisfactory  conclusion.  For  his  own  part,  he  had  gone  into  the  scheme  for  amalgama- 
tion solely  on  account  of  the  interests  of  the  shareholders,  and  he  did  not  think  it  could  be 
defended  on  any  other  grounds  than  this ;  but  if  the  discussion  showed  that  it  was  not  for 
the  interests  of  the  shareholders,  then  he  trusted  that  the  meeting  would  reject  it.  Now, 
on  the  question  of  the  amalgamation  as  affecting  the  public  interest  of  Bombay,  it  appeared 
to  him,  that  if  its  present  or  immediate  bearing  on  these  interests  were  alone  considered, 
there  was  something  in  the  amalgamation  scheme  to  recommend  it.  It  seemed  to  offer 
somewhat  of  a  certainty  as  against  the  risks  which  must  be  run,  in  attempting  to  recon- 
struct the  bank;  and  there  was  this  also  to  recommend  it,  that  it  would  bring  into  Bombay 
a  considerable  amount  of  Bengal  capital,  which  would  be  a  great  present  advantage, 
whereas  the  scheme  for  reconstruction  would  require  their  immediate  subscription  of  a  large 
amount  of  money  to  set  the  new  bank  going,  involving  a  strain  on  the  resources  of  Bombay. 
But  while  there  were  those  present  advantages  in  the  amalgamation  scheme,  be  thought, 
speaking  as  a  merchant  of  bombay,  interested  in  its  prosperity,  that  in  considering  this 
amalgamation  scheme  the  future  advantage  of  Bombay  must  not  be  lost  sight  of.  He  could 
not  agree  with  Mr.  Dickson,  that  there  would  be  no  danger  to  Bombay  in  amalgamating 
with  the  Bank  of  Bengal,  for  he  believed  that  diversities  of  opinion,  jealousies,  and  differ- 
ence of  interests  would  arise,  and  the  Bank  of  Bombay  would  be  in  danger  of  being  over- 
shadowed by  Bengal.  He  therefore,  on  public  grounds,  was  disposed  to  condemn  the 
asnalgamation  scheme.  The  interest  of  tne  shareholders  was  quite  a  different  question. 
He  believed  they  would  be  best  served  by  the  adoption  of  the  amalgamation  scheme,  but  he 
thought  it  most  important  that  a  full  discussion  should  take  place  on  this  point,  and  that 
they  should  ftet  at  the  real  merits  of  the  question,  whether  or  not  the  scheme  of  amalgama- 
tion was  really  calculated  to  be  conducive  to  the  benefit  of  the  shareholders  of  the  Bank  of 
Bombay. 

Mr.  Macdonald  said,  he  begged  to  move  as  an  amendment:— ''That  in  the  opinion  of 
this  meeting,  amalgamation  is  not  desirable  for  the  interests  of  the  shareholders,  and  that  a 
committee  of  shareholders  be  appointed,  to  be  hereafter  named,  to  take  all  necessary  steps 
in  conjunction  with  the  directors  for  the  reconstruction  of  the  bank  in  communication  and 
co-operation  with  government,  and  especially  to  urge  on  the  local  Gt>vernment  the  claims  of 
existing  shareholders. 

Mr.  Bomanjee  Cursetjee  Punthucki  seconded  the  amendment. 

Mr.  Currie  wished  to  say  a  few  words  in  reference  to  the  proposition  which  they  were 
told  was  unanimously  approved  of  by  the  directors.  He  did  not  know  whether  the  Honour- 
able Mr.  Brown's  speech  might  be  taken  as  supporting  it,  but  in  any  case  it  seemed  to  him 
(Mr.  Currie)  that  it  was  absolutely  necessary,  that  no  further  delay  should  occur,  and  that 
some  steps  should  be  adopted  in  the  matter  at  once.  The  choice  lay  that  day  between 
amalgamation  and  reconstruction ;  but  the  proposal  for  amalgamation  undoubtedly  appeared 
to  be  the  best  plan,  inasmuch  as  it  pressed  less  heavily  upon  the  shareholders,  and  gave 
them  more  time  to  pay  up  their  calls ;  and  as  many  of  them  did  not  possess  large  means, 
Aat  would  be  acceptable  to  them.  He  thought  the  shareholders  mignt  very  well  rely  upon 
tlie  Directors  taking  care  to  assure  themselves  that  the  Bank  of  Bengal  was  in  a  sound  and 
safe  position  before  the  scheme  for  the  proposed  amalgamation  was  practically  carried  out, 
and  he  could  not  suppose  that  the  Directors  would  fail  to  take  sufficient  steps  before  any 
amalgamation  was  so  carried  out.  With  regard  to  reconstruction  it  appeared  to  him  that 
that  would  be  difficulty  and  that  at  least  it  would  be  a  work  of  time.  In  the  meantime  it 
was  absolutely  necessary  to  do  something.  The  party  of  reconstruction  had  had  their 
innings,  and  the  result  of  their  efforts  was  such  that  he  thought  that  it  would  make  them 
ready  to  believe  that  reconstruction  was  not  so  easy  as  they  had  thought.     With  reference 
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to  the  question  as  to  whether  a  reconstructed  bank  or  an  amalgamated  bank  would  work 
best  for  the  interests  of  trade  and  commerce  in  Bombay,  he  confessed  that  he  did  think  an 
amalgamated  bank — of  course  supposing  the  banks  were  in  a  good  and  safe  position,  and 
that  the  same  facilities  were  offered  for  commercial  transactions — would  not  be  disadvan- 
tageous to  Bombay.  Such  a  bank  would  be  the  nucleus  of  a  State  Bank  for  all  India; 
for  he  thought  they  might  say  that,  practically,  it  would  be  a  bank  for  all  India  if  amalga- 
mation was  carried  out.  As  to  the  qt^estion  which  his  Honourable  friend  Mr.  Foggo  had 
alluded  to  in  the  letter  which  he  read  from  a  gallant  officer  nearly  connected  with  the 
Government,  he  (Mr.  Currie)  believed,  he  confessed,  that  it  was  rather  a  difficult  and  deli- 
cate matter  to  discuss  at  a  public  meetins^  the  position  of  the  Government  towards  the 
bank,  but  he  thought  that  whether  the  bank  be  reconstructed  or  amalgamated,  the  most 
that  the  Government  could  do  would  be  to  coniinue  its  business  with  the  bank  upon  fair 
terms ;  and  he  feared  if  they  went  the  length  of  rejecting  the  amalgamation  scheme^a 
scheme  which  certainly  did  point  out  a  mode  of  extricating  the  bank  from  its  present 
position  of  di^iculty — and  expected  that  money  would  be  forthcoming  from  the  Imperial 
funds  to  enable  them  to  carry  out  a  reconstruction,  they  would  Jiave  to  wait  long,  and 
perhaps  be  disappointed.  If  they  continued  in  their  present  position,  doing  nothing,  and 
taking  no  steps  to  get  out  of  their  difficulties,  they  would  be  giving  the  Government  a 
reason  for  withholding  help,  upon  the  principle  that  they  did  not  help  those  who  did  not 
care  to  help  themselves.  For  these  reasons  he  begged  to  support  the  amended  scheme  of 
amalgamation  approved  of  by  the  Directors. 

The  Chairman :  There  is  now  before  the  meeting  a  resolution  intended  to  elicit  an 
expression  of  opinion  from  the  shareholders,  as  to  whether  it  is  advisable  to  accept  the 
terms  for  amalgamating  with  the  Bank  of  Bengal,  recommended  by  the  Directors.  We 
have  also  to  consider  the  amendment  proposed  by  Mr.  Macdonald,  introducing  the  counter 
proposal  to  reconstruct  the  bank  with  capital  to  be  raised  in  Bombay.  Having  these  two 
schemes  laid  before  us,  we  are  led  to  compare  the  advantages  offered  by  each,  especially  as 
affecting  our  interests  as  shareholders  in  the  old  Bank  of  Bombay.  The  Directors  have 
unanimously  recommended  you  to  agree  to  amalgamation — not  because  they  were  in  any 
way  committed  to  do  so,  but  because,  after  careful  consideration^  they  have  come  to  the 
conclusion  that  it  offers  more  certain  advantages.  Being  one  of  the  Directors,  T  am,  of 
course,  in  favour  of  amalgamation,  and  I  shall  be  glad  to  state  my  reasons.  In  the  first 
place,  then,  I  do  not  now  feel  at  all  confident  that  it  is  possible  to  raise  the  capital  necessary 
♦  See  Appendix  C.  to  reconstruct  the  bank  as  proposed  by  the  committee,  or  required  by  Government*  I  believe 
that  not  more  than  4,000  shares,  representing  about  20  lacs,  have  yet  been  applied  for,  and 
some  applications  have,  I  know,  been  made  by  men  who  are  in  favour  of  amalgamation;  bat 
even  had  a  larger  number  of  shares  been  applied  for,  I  think  there  would  probably  be 
some  disappointment  when  cash  was  called  for.  No  one  who  takes  the  trouble  to  examme 
our  list  of  shareholders  can  believe  that  the  necessary  capital  can  be  raised  by  them;  but 
supposing  this  diflSculty  can  be  got  over  by  the  aid  of  subscriptions  from  the  outside  public; 
the  reconstructed  bank  would  be  literally  a  new  bank  with  a  new  body  of  proprietors,  and 
the  privileges  which  by  right  belong  to  our  old  shareholders  would  be  the  inducement 
offered  to  outsiders  to  subscribe  capital.  The  only  privilege  reserved  for  the  old  share- 
holders in  the  plan  for  reconstruction,  was  a  prior  right  to  the  allotment  of  new  shares;  but 
this  can  no  longer  he  considered  a  privilege  when  it  is  found  that  the  public  hesitate  to 
accept  such  shares  even  at  par.  I  take  it  that  the  first  duty  of  the  Directors  is  to  study  the 
interests  of  the  shareholders  they  have  hitherto  represented  ;  and  I  cannot  help  feeling  that 
were  I  to  support  the  proposed  reconstruction  I  should  be  deserting  those  shareholders 
who  cannot  take  up  new  shares,  in  favour  of  outsiders  who  are  more  fortunate  in  being 
able  to  subscribe  capital.  Now  with  regard  to  amalgamation,  the  advantages,  at  least  to 
our  shareholders,  would  be  certain ;  while  the  additional  capital  they  would  have  to  raise 
would  be  smaller  and  the  periods  for  payment  more  generally  convenient.  We  should  at 
once  have  a  stronger  bank,  and  our  shareholders  would  obtain  scrip  yielding  dividend,  of  a 
sounder  and  more  saleable  description.  As  for  those  who  have  not  funds  to  take  up  the 
new  issue,  I  need  hardly  point  out  that  shares  which  may  be  said  to  represent  an  interest  in 
the  Bank  of  Bengal  would  command  a  better  price  in  the  market,  or  be  more  readily  accepted 
as  security  for  advances  than  shares  which  merely  carry  with  them  a  right  to  an  allotment  in 
a  new  concern.  It  seems  to  me,  that  as  far  as  the  intersts  of  our  shareholders  are  concerned, 
the  arrangements  are  all  in  favour  of  joining  the  Bank  of  Bengal,  but  it  is  only  right  that  we 
should  also  consider  the  matter  from  a  public  point  of  view,  as  affecting  the  trade  of  Bombay; 
but  even  in  this  respect,  I  cannot  see  thatvre  have  any  cause  to  fear  any  practical  disadvan- 
tage from  such  a  measure.  Bombay  would  always  have  a  sufficient  amount  of  capital  set 
apart  for  its  own  use  under  the  management  of  a  local  Board  of  Directors,  and  the  general 
control  from  head  quarters  could  only  be  a  source  of  additional  security  to  all  connected  with 
the  bank.  The  interests  of  both  Presidencies  would  be  identical,  so  that  we  need  not  fear  any 
obstacles  would  be  thrown  in  the  way  of  a  sound  and  profitable  business;  while  in  time  of 
pressure,  the  one  presidency  would  be  better  able  to  relieve  the  other,  to  their  mutual 
advantage.  In  addressing  the  meeting  at  the  commencement  of  the  proceedings,  Ine 
Honourable  Mr.  Foggo  stated  emphatically,  that  the  plan  for  reconstruction  h^^^ij^' 
received  fair  play.  Now,  I  cannot  see  what  grounds  there  are  for  such  an  assertion.  The 
directors,  acting  upon  what  appeared  to  be  the  wish  of  the  shareholders,  called  a  private 
meeting  to  consider  the  question  of  reconstructing  the  bank ;  and  when  a  committee  ww 
appointed  to  consider  the  best  means  of  carrying  out  this  object,  the  directors  afforded 
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them  every  assistance  in  their  power,  and  joined  them  in  appealing;  to  Government  for  sup- 
port in  the  event  of  its  being  possible  to  re-establish  the  bank.  They  afterwards  published 
and  circulated  the  terms  decided  to  be  most  desirable  for  reconstructing  the  bank,  and  this 
is  more  than  they  have  yet  done  for  the  amalp^amation  scheme.  Both  Mr.  Macdonald  and 
Mr.  Foggo  laid  great  stress  on  the  telegram  from  London  received  by  Sir  Charles  Forbes 
&  Co.,  to  the  effect,  that  the  Secretary  of  State  had  expressed  himself  in  favour  of  recon- 
struciion.  The  interview  refeiTed  to  in  this  telegram,  arose,  no  doubt,  from  letters  which 
were  written  rather  more  than  a  month  ago,  at  a  time  when  there  appeared  to  be  some 
difficulty  in  the  negotiations  with  Bengal,  nnd  when  we  thought  that  the  scheme  for 
amalgamation  might  have  to  be  abandoned.  It  was  at  that  time  we  appealed  to  our 
Government,  and  several  letters  were  written  to  influential  men  at  home,  with  the  same 
object.  I,  myself,  wrote  to  Mr.  Crawford,  asking  him  to  use  his  influence  in  support  of 
our  shareholders  in  the  event  of  an  attempt  being  made  to  reconstruct  the  bank,  but  the 
aspect  of  affairs  has  materially  changed  since  then ;  the  terms  lor  amalgamaticm  are  now 
on  a  footing  much  more  favourable  to  our  shareholders,  while  the  reconstruction  of  the  bank 
does  not  now  appear  so  feasible  as  we  then  supposed.  In  any  case»  I  do  not  see  that  this 
telegram  need  prevent  our  giving  an  independent  expression  of  opinion  as  to  what  we,  as 
shareholders,  may  consider  most  favourable  to  our  own  interests;  and  I  have  no  doubt  our 
opinion  will  receive  due  weight  with  Government  or  the  Secretary  of  State.  On  the  whole, 
the  directors  recommend  amalgamation,  beoanse  they  consider  that  it  is  the  course  which 
will  make  the  most  of  the  shares  you  now  hold  ;  while  they  cannot  but  feel  with  regard  to 
reconstruction,  that  you  would  be  staking  everything  on  what  may  possibly  prove  a  failure. 
I  will  now  put  the  amendment  proposed  by  Mr.  Macdonald  to  the  meeting. 

After  the  usual  show  of  hands  had  been  taken,  a  poll  was  demanded ;  when  the  following 
gentlemen  voted  in  favour  of  the  resolution  for  amalgamation : — Col.  Lewis  Felly,  A.  W. 
Bellasis,  Esq.,  Charles  Currey,  Esq.,  Brigadier  General  Russell,  J.  F.  Green,  Esq.,  W.  H. 
Havelock,  Esq.,  General  Rivers,  S.  C.  Powalla,  Esq.,  C.  P.  Fowalla,  Esq.,  Dorabjee 
P.  Powalla,  Esq.,  N.  Spencer,  Esq;,  Byranjee  C.  Bottlewalla,  Esq.,  &c. 

Representing  in  their  own  right 
Represented  by  proxies  - 

Total    - 

And  for  the  amendment  for  reconstruction  :--Capt.  Youn^,  Henry  Maxwell,  Esq.,  A.J. 
Macdonald,  Esq.,  John  Connon,  Es^.,  Eduljee  Nusserwanjee,  Esq.,  Hon.  George  Foggo, 
Bomanjee  Curseriee,  Esq.,  Muncherjee  Cowasjee,  Esq.,  Tapid;iss  Vuijeedass,  Esq.,  Moosa 
Khan  Ebrahim,  Esq.,  D.  Macpherson,  Esq.,  for  Bombay  Presidency  Bank,  J.  A.  Forbes, 
Esq.,  A.  D.  De  Souza,  Esq.,  M.  De  Souza,  Esq.^  George  Foggo,  administrator  of  estate  of 
the  late  Captain  V.  F.  Kennett,  &c. 

Representing  in  their  own  right        -         27  votes. 

Represented  by  proxies    -         -         -       107      „ 

Total     -     -     -     134      „ 


66  votes, 

81 

9f 

-     137 

97 

Appendix  (A.) 

*'  The  following  is  the  proposal  (subject  to  the  confirmation  of  the  shareholders  of  the 
respective  banks)  for  the  amalgamation  of  the  Banks  of  Bengal  and  Bombay,  to  be  incor- 
porated by  Government  charter,  under  a  new  name,  which  is  to  be  submitted  to  the  meeting 
of  shareholders  convened  for  the  4th  of  June  next  The  proposal  is  also  subject  to  the 
approval  of  Government,  and  the  concession  by  them  of  certain  privileges  contemplated  in 
the  formation  of  a  new  bank  : — 

"  Additional  ca|)ital  to  be  raised  1,42,03,750  rupees,  and  to  be  allotted  at  a  uniform  pre- 
mium of  20  per  cent,  as  under : — 

First  Call. 
Payable  between  30th  June  and  dlst  December  1867. 

Ri.  Rs.    a.  Rs.  Rs.    a.  Rs. 

Bengal    -    85,76,000,  or  162     8  per  share  of         1,000 ;  premium  32     8 ;  total  195. 

Bombay  -    31,35,000,  or  300     0  per  two  shares  of    500  each  ;  premium  60     0 ;  total  860. 

Rs.  67,10,000 


^Allotments  due  in  respect  of  first  call,  if  paid  on  30th  June  1867,  will  carry  the  divi- 
dend for  half-year  ending  31st  December  next. 

''Allotments  paid  not  later  than  30ih  September  next,  will  carry  three  months' 
dividend. 

**  Allotments  unpaid  on  31st  December,  will  be  absolutely  forfeited,  so  far  as  regards  the 

first  call ;  but  the  original  shares  in  the  Rank  of  Bombay,  in  respect  of  which  the  tirst  call 
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has  not  been  paid  on  81  st  December,  sfaall  nevertheless  be  entitled  lo,  and  carry,  a  right 
to  a  rateable  proportion  of  the  second  call  payable  between  31st  December  1867,  and  a^th 
June  1868. 

Second  Call. 
Payable  between  3 1st  December  1867,  and  30th  June  1868. 
Rs.  Rs.    a.  Rs.  JRs.   a.  Es. 

35,75,000,  or  162    8  per  share  of         1,000 ;  premium  32     8  ;  total  195. 

80,18,750,  or  375    0  per  two  shares  of    500  each ;  premium  75     0 ;  total  460. 

R$.  74,98,750 


Ben$ral 
Bombay 


''Allotments  due  in  respect  of  second  call,  if  paid  on  31st  December  1867,  will  carry  the 
dividend  for  half-year  ending  dOth  June  1868. 

''Allotments  paid  not  later  than  31st  March  1868,  will  carry  three  months'  dividend. 
"Allotments  unpaid  on  dOth  June  1868,  will  be  absolutely  torfeited. 

Abstract. 


First  call  - 
Premium  - 
Second  call 
Premium  - 
Total  capital 
Total  premium    - 


ifo, 

35,75,000 
7,15,000 

35,75,000 
7,15,000 

71,50,000 

14,30,000 


31,35,000 
6,27,000 

30,18,750 
7,83,750 

70,53,750 

14,10,750 


Total, 


Bs, 

67J0,000 
13,42,000 
74,03,750 
14,98,750 
142,03,750 
28,40,750 


'^  On  payment  of  first  call  of  300  rupees,  with  premium  oF  60  rupees  per  share,  and  on 
production  of  the  share  certificates,  the  shareholders  in  the  Bank  of  Bombay,  will  receive 
receipts,  which  may  be  subdivided  and  transferred  in  sums  of  250  rupees  each  and  upwards, 
the  holders  of  such  transfer  receipts  being  entitled  to  participation  in  second  call,  so  ia 
like  manner  receipts  will  be  issued  to  the  shareholders  in  the  Bank  of  Bengal  under  similar 
conditions. 

"  On  payment  of  the  second  call  of  376  rupees  per  share,  together  with  the  premium  of 
75  rupees,  holders  of  stock  receipts  issued  to  Bombay,  will  be  entitled  to  receive  certificates 
of  consolidated  stock  for  the  fuU  amount,  or  if  prHCticable,  certificates  of  shares  in  e?en 
sums  of  1,000  rupees  each  in  the  incorporated  bank,  the  relative  scrip  for  Bengal  being  dealt 
with  precisely  in  the  same  manner." 


Appbndix  (B.) 
Plak  for  thb  Formation  of  a  New  Bank  of  Bombay. 


Name. — New  Bank  of  Bombay. 

Capital. — Rupees  One  Crore,  in  20,000  shares  of  500  rupees  each.  First  issue,  10,000 
shares. 

Constitution  arid  Objects. — Similar  to  the  present  bank,  as  amended  by  recent 
enactments. 

Creation  of  Capital. — Subscriptions  to  be  immediately  invited  from  the  present  share- 
holders and  the  public  for  the  first  issue  of  10,000  shares  at  par,  in  the  allotment  of  which 
the  said  shareholders  shall  have  the  preference  to  the  extent  of  one  share  for  every  two 
shares  now  held  by  them,  the  shares  not  taken  up  by  them  to  be  allotted  to  the  public,  the 
applications  from  whom  shall  be  considered  according  to  priority.  Five  per  cent,  or  25 
rupees  per  share,  to  be  paid  on  application  for  shares  (to  be  invested  in  Government  paper 
in  the  names  of  two  members  of  the  Provisional  Committee,  pending  the  formation  ot  the 
new  bank). 

The  sum  of  225  rupees,  being  the  balance  of  250  rupees  per  share,  to  be  paid  on  allotment 
(which  will  probably  be  made  on  or  about  the  1st  day  of  July  next),  and  the  fiirther  sum  of 
250  rupees  (making  up  the  full  amount  of  500  rupees  per  share)  to  be  paid  in  two  months 
after  allotment  Payments  on  these  shares  are  to  be  made  in  cash,  alike  by  the  share- 
holder and  the  public,  and  interest  at  the  rate  of  five  per  cent,  shall  be  allowed  on  all 
payments  made  m  advance.  If  the  monies  due  on  allotment  be  not  paid  within  10  days^ 
the  allotment  will  be  cancelled,  and  the  deposit  money  will  be  forfeited,  and  on  all  sums  due, 
interest  will  be  charged  at  a  rule  not  less  than  12  per  cent  per  annum. 
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The  remaining  10,000  shares  of  the  new  capital  shall  be  reserved  for  the  holders  of  shares 
in  the  present  Bank  of  Bombay  at  the  time  when  the  allotment  of  the  said  balance  of  shares 
shall  be  made,  in  the  proportion  of  one  new  share  for  two  old  shares. 

The  lasl-mentioncd  allotment  shall  be  made  when  the  assets  realised  from  the  old  bank 
shall  after  providing  for  all  its  liabilities,  amount  to  the  sum  of  ten  lacs  of  rupees,  when 
the  sum  of  100  rupees  shall  be  credited  on  each  share  so  allotted,  and  further  sums  of  100 
rupees  per  share  shall  be  credited  from  time  to  time  on  the  said  shares  as  and  when  the 
surplus  assets  realised  from  the  old  bank  shall  be  suflBcient  for  that  purpose. 

It  shall  be  competent  for  the  dhreciors  to  enforce  payment  of  any  balance  due  on  the 
shares  forming  the  second  issue  at  the  expiration  of  two  years  from  the  formation  of  the 
new  bank,  by  a  call  on  the  holders  of  the  said  shares.  If  the  assets  of  the  old  bank  prove 
more  than  sufficient  to  provide  for  the  payment  in  full  of  the  amount  due  on  the  second 
issue  of  shares,  the  balance  shall  be  returned  to  the  holders  of  shares  forming  the  second 

issue 

The  present  bank  shall  be  placed  in  voluntary  liquidation,  and  shall  hand  over  to  the 
new  Bank  of  Bombay  all  the  current  and  deposit  accounts  of  the  old  bank,  with  sufficient 
cash  and  approved  assets  to  cover  the  same,  save  as  to  the  deposit  account  of  Government, 
in  respect  of  which  separate  arrangements  are  to  be  made.  The  new  Bank  of  Bombay 
shall  allow  the  old  bank  interest  on  all  balances  from  time  to  time  standing  to  credit  of  the 
latter  in  account  with  them,  at  the  rate  of  five  per  cent.,  and  shall  be  entitled  to  charge 
interest  at  the  highest  rate  current  for  all  advances  made  by  them  and  standing  to  debit  of 

the  said  account.  .„  ^       •    • 

This  plan  proceeds  on  the  assumption  that  Government  will  consent  to  transfer  their 
deposit  account  to  the  new  bank  for  a  fixed  period,  and  on  terms  favourable  to  the  proprie* 
tors,  and  also  to  continue  their  interest  therein  as  shareholders. 


Appendix  (C). 

Copy  op  Cobbbspondence  between  the  Bank  and  the  Government  op  Bombat* 

(No.  676  of  1867.) 

To  F.  S.  Chapman,  Esq.,  Chief  Secretary  to  Government,  Financial  Department,  Bombay* 

Bank  of  Bombay, 
Sir,  Bombay,  16  April  1867. 

I  HAVE  the  honour,  by  desire  of  the  directors  of  the  bank,  to  state,  that  at  a  meeting  of 
shareholders  held  to-day  for  tlie  purpose  of  electing  a  director,  the  correspondence  with 
the  Bank  of  Bengal  regarding  the  proposed  terms  for  the  amalgamation  of  the  two  banks 
was  duly  submitted  to  the  meeting,  with  the  view  of  eliciting  the  expression  of  their  views 
on  the  subject. 

2.  The  terms  proposed  appear  not  to  meet  with  the  cordial  support  of  a  large  section  of 
the  commercial  public,  and  an  opinion  seemed  to  be  entertained  that  the  present  share* 
holders  should  be  invited  to  make  an  effort  to  subscribe  a  sufficient  amount  of  new  capital, 
not  less  than  50  lacs  of  rupees,  to  reconstruct  the  present  bank,  rather  than  accept  the 
terms  now  offered  for  the  amalgamation  with  the  Bank  of  Bengal. 

3.  Before  taking  such  a  measure  into  consideration,  the  directors  are  anxious  to  obtain 
some  assurance  that,  in  the  event  of  their  being  able  to  raise  50  lacs,  which  they  consider 
sufficient  amount  of  capital  to  commence  with,  towards  the  formation  of  a  new  bank,  the 
business  of  Government  would  be  continued  after  the  expiration  of  the  agreement  in  March 
next. 

4.  Should  Government  be  of  opinion  that  the  amount  of  paid-up  capital  in  the  new  bank 
should  exceed  50  lacs,  the  directors  would  be  glad  lo  have  some  idea  of  the  amount  which, 
in  the  opinion  of  Government,  would  justify  a  renewal  of  the  agreement. 

5.  On  the  realisation  of  the  assets  of  the  present  bank,  a  further  sum  of  50  lacs  would 
be  called  up,  giving  a  total  capital  of  one  crore  of  rupees  for  the  new  bank. 

6.  The  directors  believe,  from  the  opinions  expressed  to-day,  that  in  the  event  of  an 
assmrance  of  this  kind  being  given  by  Government,  the  shareholders  in  Bombay  would  use 
every  effort  to  raise  the  requisite  amount  of  capital  rather  than  amalgamate  with  the  bank 
of  Bengal. 

7.  As  the  Secretary  to  the  Bank  of  Bengal  is  now  on  his  way  to  Bombay,  to  consult 
with  the  Directors  of  the  Bank,  it  is  of  the  utmost  importance  that  an  early  reply  should 
be  given,  and  I  am  therefore  directed  most  respectfully  to  request  that  Government  will  be 
pleased  to  give  the- stibject  immediate  attention,  and  favour  me  with  their  views  at  their 
earliest  convenience. 

I  have,  &c. 
(signed)        John  Stuart,  Secretary  and  Treasurer. 
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134  COKRRESPONDENCE,  &c.  RELATIVE  TO  THE 

(Immediate — No.  684  of  1867. — Financial  Department.) 

To  John  Stuart,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Bombay  Castle,  18  May  1867. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter,  No.  576,  of  the  16th  ultimo,  and 
in  reply  to  request  that  you  will  communicate  the  following  reply  to  the  joint  committee  of 
directors  and  shareholders  of  the  Bank  of  Bombay. 

2.  There  is  every  disposition  on  the  part  of  the  Government  of  India  and  this  Govern- 
ment to  give  the  directors  and  shareholders  an  opportunity  of  resuscitating  the  Bombay 
Bank,  provided  the  necessary  amount  of  capital  can  be  subscribed  and  made  available;  and 
if  what  is  considered  necessary  can  be  done  by  the  directors,  the  old  arrangements  regarding 
the  cash  balances  will  be  maintained,  provided  the  Secretary  of  State  concurs. 

3.  But  I  am  desired  to  state  that  the  Government  of  India  do  not  consider  that  50  lacs 
of  rupees  will  suffice,  and  are  of  opinion  that  the  present  assets  of  the  bank,  so  far  as  ihey 
are  at  present  informed,  are  of  so  uncertain  a  character,  and  may  take  so  long  a  time  to 
realise,  that  no  dependence  can  be  placed  on  them  to  make  good  any  considerable  portion 
of  the  capital  of  the  new  bank. 

4.  The  Government  of  India  are  therefore  of  opinion  that,  as  an  adequate  baris  for  the 
reconstrjaction  of  the  bank,  it  would  be  requisite  that  there  should  be  subscribed  and  paid 
up  a  capital  of  one  million — 60  lacs  to  be  paid  up  on  the  1st  of  August,  and  60  hcs  in 
March  next,  when  the  present  agreement  expires. 

5.  I  am  further  to  observe  that  it  will  be  necessary  to  establish  an  efficient  control  over 
the  management  of  the  new  bank. 

I  have,  &c. 
(signed)         J7.  JE.  Jacomb^ 
For  Acting  Chief  Secretary  to  Government 


Amalgamation  of  tha  Bankb  of  Bbngal  and  Bombay. 
The  Meeting  at  Calcutta. 

Pursuant  to  advertisement,  a  meeting  of  the  proprietors  of  the  Bank  of  Bengal  was 
held  in  the  bank  premises  at  Calcutta,  on  i4th  June,  at  11  o'clock  in  the  forenoon.  The 
meeting  was  very  numerously  attended,  and  among  the  gentlemen  present  we  observed-— 
The  Hon,  Mr.  Seton-Karr,  Dr.  Baillie,  Messrs.  J.  H.  Fergusson,  R.  B.  Chqwian, 
C.  S.  Hogg  (Administrator  General  of  Bengal),  J.  M.  Robinson,  J.  A.  Crawford, 
Dr.  Chuckerbutty,  Messrs.  R.  A.  L^ell,  John  Cowie,  B.  S.  Collins,  BabcK)  Ramanauth  Saw, 
A.  G.  Roussac,  S.  Gladstone,  E.  (;.  Morgan,  W.  Wood,  A.  G.  Watt,  H.  Crooke,  Baboo 
Prosonauth  Dutt,  R.  L.  Mangles,  J.  R.  Cockerel),  J.  W.  Mirfield,  J.  W.  Lowe,  and  H. 
Soott  Moncrieff. 

It  was  proposed  and  seconded  by  the  Hon.  Mr.  Seton-Karr,  that  Mr.  B.  S.  Moncrieff 
take  the  chair. 

Mr.  Moncrieff  on  taking  the  chair,  called  upon  the  Secretary  to  read  the  advertisement 
convenine  the  meetine,  and  this  having  been  done — 

The  Chairman  said  Uiat  the  meeting  had  been  called  together  for  the  purpose  of  taking 
into  consideration  a  scheme  with  which  the  public  were  well  acquainted,  and  which  bad 
been  for  some  time  past  the  subject  of  much  discussion,  and  also  for  an  expression  of 
their  opinion  i^arding  the  proposed  amalgamation  of  the  Bank  of  Bengal  with  that  of 
Bombay, — amalgamation  he  could  scarcely  call  it,  as  a  difficulty  presented  itself  at  the 
outset  which  would  have  the  effect  of  preventing  it  being  called  oy  that  name,  and  that 
was  that  the  Bank  of  Bombay  was  to  be  put  into  Uquidation.  This  was  made  a  sine  qua 
non  in  all  the  proposals,  and  would  of  course  prevent  an  amalgamation.  Strictly  speaking 
it  meant  u  very  large  extension  of  the  business  of  the  Bank  of  Bengal,  without  any 
alteration  in  the  existing  cliarter.  The  proposal  for  a  State  bank  for  all  India  was  not  a  new 
one,  and  the  directors  would  not  have  brought  the  matter  before  the  shareholders,  but  that 
the  scheme  was  thought  ripe  for  the  proprietors  expressing  their  opinion  as  to  the  adn- 
sability  of  the  Bank  of  Bengal  coming  to  the  assistance  of  the  Bank  of  Bombay.  The 
invitation  had  proceeded,  he  (the  Chairman)  might  mention,  from  the  Bank  of  Bombay 
some  time  ago,  when  there  were  many  and  painful  doubts  as  to  the  solvency  of  that 
institution  ;  and  the  invitation  was  somt  thing  to  the  effect  that  the  Bank  of  Bengal  should 
come  forward  and  take  the  Bank  of  Bombay  by  the  hand,  and  save  the  shareholders  from 
ruin  with  honour  to  themselves,  and  enable  them  to  retrieve  the  shattered  fortunes  of  the 
bank.  Such  a  measure,  he  was  aware,  was  looked  favourably  upon  by  the  shareholders  of 
the  Bombay  Bank  themselves,  who  would  be  glad  to  see  an  estaolishment  like  the  Bank  of 
Bengal  in  their  midst.  But  it  v^as  a  matter  for  graye  consideration,  whether  it  ^as  n^^ 
and  proper  for  the  Bank  of  Bengal  to  extend  its  branches  and  its  business  to  auch  an 
extent,  and  commit  themselves  to  fresh  complications.    The  system  under  which  the  Bank 
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of  Bens:al  was  conducted,  had  been  worked  for  many  years,  and  had  been  thoroughly 
tested,  and  he  (the  Chairman)  expressed  his  opinion  that  even  with  the  extension  of  the 
business  there  was  but  little  danger,  unless  through  some  unforeseen  circumstances,  of  that 
system  breaking  down.  Looking  to  the  field  for  banking  operations  in  Bombay,  the 
question  came  to  be  whether  it  would  be  advisable  to  establish  a  branch  there.  Some  of 
tne  shareholders  in  Bombay  had  evinced  great  sensitiveness  with  regard  to  the  interference 
with  their  monetary  arrangements ;  and,  with  regard  to  the  scheme  of  amalgamation,  the 
directors  were  prepared  to  find  many  of  the  shareholders  question  the  propriety  of  such  a 
step.  The  directors  had  been  careful  to  make  no  invitation  to  Bombay,  and  to  make  no 
recommendation  whatever  on  the  subject,  unless  they  were  armed  with  the  entire  con- 
fideDce  of  the  proprietors^  and  until  the  entire  question  in  all  its  bearings  had  been  fully 
discussed.  When  it  was  seen  that  the  amalgamation  could  not  be  decided  on,  certain 
proposals  had  been  made  to  the  Bank  of  Bombay,  and  a  correspondence  had  ensued.  It 
was  then  proposed  that  Mr.  Dickson,  the  very  abU*  and  efficient  secretary  of  the  Bank  of 
Bengal,  should  proceed  to  Bombay  himself,  and  there  endeavour  to  arrange  matters. 
However  inconvenient  it  might  have  been  for  the  directors  to  lose  the  important  services  of 
the  secretary,  for  even  a  short  time,  it  was  decided  that  that  gentleman  should  go  over,  and 
accordingly  he  went ;  but  had  the  directors  foreseen  the  opposition  which  had  been  shown 
in  Bombay,  and  known  that  the  mission  would  have  proved  anything  but  acceptable,  it  is 
doubtful  whether  Mr.  Dickson  would  have  had  to  undergo  the  trouble,  labour,  and  annoy* 
ance  to  which  he  had  been  subjected.  After,  however,  a  period  of  delicate  negotiations, 
they  eventually  found  themselves  in  a  position  to  lay  the  proposal  of  amalgamation  safely 
and  finally  before  both  banks.  The  proposal  and  its  basis  had  been  for  some  time  before 
the  public  in  the  newspapers.  Mr.  Dickson  had  not  yet  returned  to  Calcutta,  and  it  was 
at  one  time  deemed  advisable  to  postpone  the  meeting  on  that  account,  but  it  was  felt  that 
it  u  as  desirable  that  the  proprietors  should,  without  further  delay,  be  made  fully  acquainted 
with  the  question.  He  (the  Chairman)  was  not  surprised,  nor  would  the  meetii:Lg  be,  after 
what  he  had  said,  at  the  divided  opinion  prevailing  in  Bombay ;  as,  on  the  votes  being 
taken  on  the  question,  there  was  nearly  an  equal  number  for  it  as  against  it,  and  the 
majority  was  a  meagre  one  of  three.  The  directors  of  the  Bank  of  Bombay  have  agreed  to 
bold  another  meeting  two  months  hence,  and  then  finally  decide  the  question.  In  the  mean* 
time,  the  directors  of  the  Bank  of  Bengal  hoped  they  would  be  able  to  go  on  with  the 
arrangements  as  to  the  proposed  amalgamation ;  but  if  thev  found  that  the  shareholders  in 
Bombay  were  opposed  to  it,  they  (the  directors  of  the  Bank  of  Bengal)  would  then  be  pre- 
pared to  adopt  another  course.  At  the  meeting  in  Bombay  to  which  he  had  referred, 
several  very  pertinent  remarks  had  been  made  by  shareholders  as  to  the  state  of  the  finances 
of  the  Bank  of  Bengal.  Some  of  these  questions  might  have  raised  a  smile  at  this  side, 
considering  the  bank's  position,  but  they  could  easily  and  satisfactorily  have  been  answerec^ 
as  would,  he  hoped,  any  questions  asked  there.  The  directors  invited  the  fullest  inquiry 
into  the  state  of  matters  iiere.  He  (the  Chairman)  did  not  think  he  need  trouble  the 
meeting  with  any  further  remarks,  but  would  finally  call  attention  to  the  terms  on  which 
the  amalgamation  was  proposed  to  be  carried  out  They  have  been  circulated,  and  had  ap- 
peared in  all  the  newspapers,  but  he  begged  to  call  attention  to  them.  They  were  as  fol- 
lows : — [Mr.  Moncrien  then  read  the  aimended  terms,  which  have  been  agreed  to  by  the 
directors  of  both  banks.]  The  meeting  would  find  (continued  the  Chairman)  that  certain 
dates  mentioned  in  the  proposal  would  require  alteration,  that  necessity  having  arisen  in 
consequence  of  the  delay  which  had  taken  place  in  Bombay.  The  proposal  for  amalgama- 
tion would,  the  Chairman  said,  not  at  all  commit  the  proprietors  of  the  Bank  of  Bengal,  nor 
in  any  way  mix  them  up  with  what  he  might  call  the  present  unfathomable  liabilities  of  the 
Bank  or  ibombay.  Should  the  proposal  be  agreed  to,  the  directors  were  prepared  to  enter 
the  £eld  in  Bombay,  and  to  establish  branches  elsewhere  under  the  new  institution. 

The  Hon.  Mr.  Seton-Karr  said  that  he,  and  he  was  sure  the  other  proprietors  also,  were 
very  much  obliged  for  the  information  given  by  the  chairman,  whicli  quite  cleared  the  Bank 
of  Bengal  from  any  liability.  But  he  wished  to  know  the  exact  nature  of  the  way  in  which 
the  dividends  would  be  calculated  alter  the  amalgamation  took  place  (if  it  did  take  place]^ 
and  how  matters  would  be  carried  on  between  the  banks. 

The  Chairman  replied  that  with  regard  to  the  calculation  of  the  divideiKl,  it  would  be 
the  same  as  now — that  is,  that  the  profits  of  all  the  branches  would  be  included. 

Baboo  Prosonauth  Dutt,  who  came  provided  with  an  ear  trumpet  and  a  lengthy  and 
elaborate  essay,  desured  to  read  the  latter  to  the  meeting,  which  he  proceeded  to  do.  It 
was  to  the  effect  that  he  had  full  confidence  in  the  directors,  and  was  thankful  for  the  great 
ability  they  had  displayed  in  tiying  times;  but  that  should  not  prevent  the  shareholders 
from  inquiring  whether  amalgamation  was  safe.  He  observed,  naively,  that  the  present 
management  could  not  last  for  ever,  and  he  would  briefly  sum  up  the  proposed  amalgama- 
tion thus : — that  the  extension  of  business  would  impair  the  eBiciency  of  the  present 
control.  The  prospects  of  a  large  dividend  might  end  in  a  loss  of  capital.  A  great  loss 
had  already  taken  place  in  Bombay;  and  what  guarantee «could  be  given  that  some  such 
loss  would  not  occur  again  ?  A  bank  managed  in  another  Presidency  could  not,  he  thought, 
be  effective  in  Bombay ;  the  failure  of  one  wheel  deranged  an  entire  machine,  and  he  thought 
the  bank  was  greatly  increasing  its  responsibility. 

Mr.  C.  liazarus  here  asked  the  chairman  if  the  Baboo  was  in  order? 

The  Baboo  (who  is  deaf)  proceeded  to  comment  upon  the  hostility  evinced  to  the  pro- 

E)sal  in  Bombay,  and  concluded  by  advising  that  every  legitimate  help  be  given  to  the 
ank  of  Bombay. 
J33»  R4  I^r. 
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Dr.  Cfauckerbatty  remarked  that  he  was  not  aware  of  any  substantive  resolution  being 
before  the  meeting.    They  were  talking  without  having  anything  tangible  to  act  on. 

The  Chairman  said  that  a  resolution  uould  be  proposed  later. 

Mr.  C.  S.  Hogg  said  that  he  was  not  hi  the  habit  of  attending  these  meetrngs^  but  that 
he  came  tliere  that  day  to  represent,  as  a  trustee,  a  large  and  influential  body  o(  cod- 
stituenls;  not  for  the  purpose  of  discussing  whether  a  slight  advantage  might  be  added  to 
a  dividend, but  what  was  to  be  the  permanent  advantage  to  widows  and  to  children?  He 
(Mr.  Hogg)  had  had  great  doubts  from  the  first  as  to  the  advi^^ability  of  amalgamation,  but 
at  the  same  time  he  was  fully  aware  that  the  affairs  of  the  Bank  of  Bengal  were  in  tlie 
hands  of  very  able  directors  and  secretary,  and  that  they  could  not  be  very  for  wrong.  But 
he  thought  that  at  the  same  time  full  explanation  should  be  given  as  to  how  the  manage- 
nient  of  the  bank  was  to  be  administered.  He  would  not  allude  to  the  recent  losses  at 
Bombay,  but  his  feeling  was  that  the  direction  there  should  not  be  left  in  the  hands  of  the 
Bombay  shareholders.  Should  there  be  a  Board  of  management  at  Bombay,  he  (Mr.  Hogg) 
would  insist  that  it  be  a  sine  qua  non  that  such  Board  should  be  entirely  under  the  control 
of  the  Board  ai  Calcutta.  A  sufficient  display  of  courtesy  to  the  Boml[>ay  Board  should  be 
evinced,  but  at  the  same  time  it  must  be  clearly  understood  by  them,  and  this  plain  dry 
matter  of  business  stated  plainly  and  distinctly.  If  such  were  the  basis  on  which  the 
amalgamation  uas  proceeded  with,  he  would  support  it ;  if  not,  he  certainly  should  not  ap- 
prove the  measure. 

The  Chairman  said  the  Board  of  management  would  consist  of  seven  directors,  three  to 
be  nominated  by  Government,  and  four  to  be  elected  at  a  general  meeting  of  proprietors 
to  be  held  at  Calcutta,  the  nominations  to  rest  with  the  directors  of  the  Bank  of  Bengal 
until  a  fresh  charter  is  obtained.  Two  of  the  elected  directors  shall  retire  by  rotation,  on 
the  ^Oth  of  January  in  each  year,  and  shall  not  be  eligible  for  re-election.  The  elected 
directors  shall  be  possessed,  in  their  own  right,  of  at  least  12^000  rupees  of  bank  stock  to 
qualify  them  for  a  seat  in  the  direction,  and  shall  be  bound  by  the  :^ame  conditions  regard- 
ing disqualification  as  those  laid  down  in  the  existing  charter  of  the  Bank  of  BengaL  The 
directors  will  meet  every  Friday  at  10  o'clock  in  the  bank  parlour,  three  to  form  a  quorum. 
The  general  management  of  the  Bank  in  Bombay  would  involve  a  minimum  capital,  to  be 
hereafter  determined  on  being  made  available  for  the  requirements  of  that  office  and  its 
branches.  The  conduct  of  business  to  be  in  conformity  with  the  charter  and  bye-laws  of 
the  Bank  of  Bengal  now  in  force,  or  to  be  hereafter  passed  or  enacted  for  the  incorporated 
banks.  A  daily  statement  of  transactions,  as  well  as  weekly,  monthly,  and  quarterly 
statements  in  detail^  would  be  furnished,  and  it  was,  he  understood,  fully  believed  in 
Bombay  that  the  entire  management  would  certainly  be  under  the  control  of  the  Calcutta 
Board,  subject  of  course  to  the  local  knowledge  and  experience  of  the  Bombay  Board. 

Dr.  Chuckerbutty  said  it  appeared  to  him  that  very  great  advantages  had  been  offered  to 
the  Bombay  shareholders.  It  was  doubtful  whether  any  of  the  capital  of  the  Bnnk  of 
Bombay  would  be  realised  at  all,  yet  he  found  that  double  the  amount  of  stock  per  1,000 
rupees  was  given  to  the  Bombay  shareholders  than  to  those  of  the  Bank  of  Bengal.  He 
(Dr.  Chuckerbutty)  thought  it  a  most  undue  concession,  considering  the  nature  of  the 
capital  of  the  two' banks.  There  were  advantages  to  be  derived  from  the  raising  of  70  odd 
lacs,  but  that  sum  could  be  easily  raised  in  Bengal  without  going  to  Bombay  at  all. 

Mr.  Roussac  begged  to  add  that  the  Bank  of  Bengal  was  already  established  on  so  firm 
a  footing  that  he  could  not  see  ihe  force  of  going  to  Bombay  at  all,  with  a  capital  far  more 
than  Bombay  could  bring.  The  Bank  of  Bengal  might  establish  a  branch  at  Bombay, 
certainly ;  but  he  could  not  see  the  advantage  of  taking  the  Bank  of  Bengal's  immense 
capital  to  Bon)bay,  when  so  small  a  sum  would  be  made  for  it. 

The  Chairman  adverted  to  the  terms  of  the  charter,  which  limited  the  capital  to  three 
crores  of  rupees.  They  could  only  call  up  80  lacs  at  present,  and  in  approaching  the 
question,  consideration  must  be  had  to  the  amount  the  Bank  of  Bengal  could  lay  down. 
Then  they  had  to  consider  how  much  the  Bombay  shareholders  could  pay.  It  would  not 
do  to  appear  to  take  any  advantage  of  the  Bank  of  Bombay  under  the  pretence  of  taking 
them  out  of  their  difficulties.  The  directors  thought  that  if  the  proposal  were  agreed  to, 
no  difficulty  could  possibly  exist  in  obtaining  the  transfer  of  the  Government  balances  to 
the  new  bank.  They  would  never  dream  of  starting  a  branch  without  Government 
support,  and,  at  the  same  time,  it  was  but  fair  to  give  the  Bombay  shareholders 
a  preference.  He  (the  Chairman)  thought  that  the  proposal/ would  generally  receive  the 
support  of  the  shareholders,  however  the  details  might  be  altered,  and  did  not  think  that 
too  much  had  been  paid  for  the  arrangement. 

The  Hon.  Mr.  Seton-Karr  wished  to  know,  should  the  proposals  read  not  be  approved, 
what  further  steps  would  he  taken  by  the  directors  ? 

The  Chairman  said  that  he  had  anticipated  such  a  question  being  asked,  and  he  begged 
10  Slate  that,  in  such  a  contingency,  the  directors  were  prepared  at  oncfe  to  go  up  to 
Government  for  authority  for  the  establishment  of  a  branch  at  Bombay  in  March  next. 

Mr.  C.  S.  Hogg  said  that  hf» thought  more  details  should  be  given  regarding  the  appro- 
priation of  new  stock.  He  suggested  that  the  proportion  should  be  as  one  to  three,  and  if 
that  left  odd  numbers,  they  should  be  left  to  be  tendered  for. 

The  Chairman  said  that  the  directors  of  the  two  banks  had  different  capitals  to  deal 
with,  in  unequal  proportions,  which  caused  a  difficulty  of  apportioning  stock,  which  diffi- 
culty would  not  have  arisen  had  they  been  equal.  The  question  had  been  discussed,  and 
fully  considered,  and  it  had  ultimately  been  agreed  that  the  proposed  system  should  be 
adopted. 
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Mr,  Chapman  wished  to  know  precisely  what  the  advantage  of  a  Bengal  shareholder 
would  be  as  compared  with  a  shareholder  of  Bombay  ?  How  many  old  shares  in  the  Bank 
of  Bengal  would  entitle  to  one  new,  and  how  many  in  the  Bank  of  Bombay  ? 

The  chairman  replied  that  three  shares  and  a  fraction  would  carry  one  new  share  in 
Bengal;  and  two  Bombay  shares  wouM  be  entitled  to  about  766  rupees  of  new  stock. 

Mr.  Chapman  thought  they  were  paying  dearly  for  their  proportion. 

Dr.  Chuckerbutty  wished  to  know  whether  the  large  reserve  fund  of  the  Bank  of  Bengal 
was  to  be  at  the  disposal  of  the  Bank  of  Bombay  ? 

Mr.  Lowe  (barrister)  said  he  would  snoport  the  amalgamation  if  carried  out  under  a 
new  charter.  The  charter  of  the  Bank  of  Bengal,  it  must  be  observed,  was  diflTerent  from 
the  Bank  of  Bombay.  He  would  object  to  the  amalgamation  if  the  charter  contained 
anything  assimilatintj:  to  the  Bombay  one.  The  Bombay  charter  had  been  altered,  and 
since  the  alteration  the  heavy  losses  have  been  incurred. 

The  chairman  said  the  rule  would  be  that  the  charter  was  thr*  same. 

Mr.  C.  S.  Hogg  reveited  to  the  mode  of  dividing  the  stock.  He  had  tried  it,  and  he 
could  find  no  multiple  by  which  to  solve  the  question.  Mr.  Harrison  perhaps  might  do  it. 
(A  laugh.)  There  should  be  a  proportion  of  one  to  three.  And  he  would  wish  to  know 
what  was  to  be  done  with  the  money  remainini^. 

The  chairman  said  that  the  capital  was  represented  by  siock  which  would  come  to 
1,000  rupees.  The  directors  had  given  the  fullest  consid^^ration  to  the  subject,  and  would,  if 
they  po«sibly  could,  simplify  the  matter.     The  suggestion  would  not  be  neglected. 

M».  Chapman  said  he  wished  to  know  what  the  Bengal  shareholders  were  to  pay  those 
of  Bonjbay  for  advantages  they  were  to  obtain  ? 

Mr.  Lazarus  thought  that  the  shareholders  should  be  satisfied  upon  one  point.  He  saw 
by  the  repoit  of  the  meeting  of  the  Bank  of  Bombay,  that  a  Mr.  Macdonald  wished  to  know 
if  the  reserve  fund  of  the  bank  was  intact,  and  how  tt  was  secured. 

The  chairman  said  that  the  reserve  fund  amounted  to  10^  lacs,  invested  in  GK>vernment 
securities,  and  free  of  ail  liahilities. 

Mr.  Lazarus  said  an  allusion  had  also  been  made  to  unpaid  notes.     What  was  that? 

The  chairman  supposed  it  was  an  allusion  to  old  notes — notes  outstanding,  of  the  value 
of  under  60,000  rupees  which  were  liable  to  be  repaid,  and  which  could  easily  be  met  by 
such  a  reserve  fund  as  they  had. 

Mr.  C.  S.  Hogg  then  niovtd  the  following  resolution :  — 

**That  the  directors  be  empowered  to  make  all  arrangements  necessary  for  carrying:  out 
the  amalgamation  with  the  Bank  of  Bombay  on  the  basis  accepted  by  the  directors  of  the 
Bank  of  Bombay  and  the  directors  of  the  Bank  of  Bengal,  subject  to  modification 
as  to  dates." 

Dr.  Chuckerbutty  considered  the  proposal  of  a  resolution  of  this  description  premature. 
Their  action  should  be  confined  to  a  vote  of  approval  of  what  had  been  done.  Another 
meeting  should  be  held  after  the  Bombay  sharenolders  had  6nally  settled. 

The  chairman  explained  that  the  resolution  did  not  commit  the  direction.  Should  any 
modification  come  from  Bombay,  another  meeting  would  be  called. 

JDr.  Chuckerbutty  withdrew  any  further  opposition. 

Mr.  Murray  seconded  the  resolution  proposed  by  Mr.  C.  S.  Hogg,  which  was  put  by  the 
chair  and  carried  unanitr.ously,  there  not  being  one  dissentient. 

While  the  votes  were  being  taken  for  the  resolution,  Mr.  Roiissac,  who  was  in  favour  of 
it^  held  up  his  hand,  but  the  chairman  informed  him  that  his  right  to  vote  was  questioned, 
and  his  vote  was  not  taken. 

Mr.  Lazarus  said  the  question  relative  to  the  capital  and  unpaid  notes  had  been  answered. 
What  about  the  bad  debts  ? 

The  chairman  said  that  special  reference  had  been  made  to  bad  debts  contracted  at 
Rangoon.  He  was  sorry  to  say  that  bad  debts  had  been  contracted  there.  The  amount  of 
protested  bills  exceeded  a  lac  of  rupees,  the  greater  part  of  which  it  was  expected  would 
be  recovered.     Full  particulars  had  not  been  received. 

On  the  motion  of  the  Hon.  Mr.  Seton-Karr,  a  vote  of  thanks  was  accorded  to 
Mr*  Moncrieff  for  his  conduct  in  the  chair,  and  the  meeting  broke  up. 


(No.  2696  of  1867.) 

To  the  Chief  Secretary  to  Government,  Financial  Department,  Bombay. 
Sir, 
In    the  subsidiary  conditions  for  the  transfer  of  the  business  of  the  Bank  of  Bombay  to 
the  Bank  of  Bengal,  or  the  Incorporated  Bank,  there  was  the  following  :  — 

"Advances  to  the  Bank  of  Bombay. 

2.  "  Subject  to  approval  of  the  securities,  and  provided  it  is  competent  to  the  Bank  of 
Bengal  under  its  existing  charter,  the  directors  undertake  to  advance  to  the  Bank  of 
Bombay,  in  liquidation,  a  sum  not  exceeding  17  lacs  of  rupees.  With  this  object  in  view, 
the  Directors  of  the  Bank  of  Bombay  will  submit  for  Mr.  Dickson's  examination  such 
documents  as  they  may  desire  to  endorse,  or  otherwise  make  over,  as  collateral  security  for 
the  loan  above  mentioned. 

133*  S  3.  "lu 
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8.  "In  the  event  of  such  security  not  proving:  satisfactory,  the  Directors  of  the  Bank  of 
Bengal  undertake  to  place  at  the  disposal  of  Governmeot  a  corresponding  Ram,  for  t)ie 
purposes  of  liquidation  of  the  Bank  of  Bombay,  and  for  such  period  as  they  may  desire,  at 
the  minimnm  rate  of  interest  charged  by  the  bank  on  loans  on  Government  paper,  leaving 
the  Directors  of  the  Bank  of  Bombay  to  make  such  tiubsidiary  arrangement  with  Grorem- 
ment  as  may  be  deemed  necessary." 

4.  Mr.  Dickson  has  examined  the  list  of  seccirities  which  ihe  Bank  of  Bombay  can  oflferj 
but  although  they  represent  ample  security  for  more  than  the  amount  to  be  borrowed,  yet 
they  are  not  of  such  a  nature  as,  under  the  charter  of  the  Bank  of  Bengal,  the  bank  coukl 
accept. 

5.  The  directors  would  therefore  solicit  that  Government  should  agree,  pending  the 
realization  of  a  suflScient  amount  of  assets,  not  to  call  up  from  the  Bank  of  Bombay  their 
reserve  of  40  lacs.  If,  at  any  time  during  the  currency  of  this  liability,  Government  re- 
quired the  money,  the  Bank  of  Bengal  to  advance  it  to  Government ;  Government  would  be 
secured  by  the  whole  assets  of  the  Bank  of  Bombay,  and  the  Bank  of  Bombay  would  pay 
the  interest  on  the  advance,  subject  to  the  conditions  of  the  agreement 

6.  This  would  leave  (after  allowing,  say  eight  lacs  as  the  value  of  the  premises  at  Bom- 
bay and  Kurracbee)  only  about  17  lacs,  of  the  05,  to  deal  with;  and  this  sum  would  aka 
be  advanced,  if  necessary,  by  the  Bank  of  Bengal,  on  a  guarantee  from  Government,  who 
would  be  secured  by  a  preferential  lien  over  the  assets  of  the  bank  ;  and  the  total  advances 
made  by  Government,  to  assist  in  the  liquidation  of  the  Bank  of  Bombay,  would  be  repaid 
before  any  portion  of  the  capital  could  be  returned  to  the  shareholders. 

I  hare,  &c. 
(signed)        J.  Stuart, 
Bank  of  Bombay,  Bombay,  29th  May  1867.  Secretary  and  Treasurer. 


(Financial  Department. — No.  660  of  1867.) 


To  the  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Bombay  Castle,  8  June  18«7* 

I  AM  directed,  by  the  Right  Honourable  the  Governor  in  Council,  to  requ«  st,  with  re- 
ference to  your  letter.  No.  26$*5,  of  the  29th  ultimo,  that  you  will  have  the  goodness  te 
forward  a  list  of  the  securities  offered  to,  and  declined  by,  the  Bank  of  BengaL 

2.  I  am  also  desired  to  ask  for  a  memorandum  of  the  present  state  of  the  bank's  loang 
and  credits,  showing  the  amount  of  those  past  due,  and  the  dates  at  which  the  others  will 
fall  due. 

I  have,  &c. 
(signed)         M.  J'.  Shaw  Stemrt, 
Acting  Chief  Secretary  to  Govemmant 


(No.  2868  of  1867.) 
To  the  Acting  Chief  Secretary  to  Government,  Financial  Department,  Bombay. 

Sir, 
In  reply  to  your  letter.  No.  660,  dated   3rd   instant,  I  am  directed  to  enclose  a  list, 
marked  (A),  of  the  securities  offered  to  the  Secretary  of  the  Bank  of  Bengal,  valued  at 
22,69,326  rupees. 

2.  You  will  observe  that  some  of  the  properties  have  been  sold  for  6,29,726  rupees,  and 
the  conveyances  are  now  being  prepared  f(»r  signature.  As  soon  as  this  is  done  the  balance 
of  the  purchase  money,  4,46,646  rupees,  will  be  paid. 

3.  I  also  enclose  a  memorandum,  marked  B,  showing  the  present  state  of  the  bank's 
loans,  credits,  and  bills  current,  and  the  dates  at  which  they  will  become  due,  distingubhing 
those  past  due,  as  under : — 


Due  in  June  -  -  .  -  - 
Due  in  July  -  -  -  -  - 
Due  in  August  -  .  -  -  . 
Bank's  premises,  Bombay  and  Kurracbee 

Total  currt?nt      -    - 
Past  due  -     -    -     - 


Total  Investments    Rs. 


20,68,444 
7,86,277 
6,21,314 

10,76,977 


44,61,012 
1,61,84,326 


1,96,36,337 


I  have,  &c. 
13     1     r  -o      i_  1    X  (signed)        J.  Stuart, 

Bank  of  Bombay,  12th  June  1867.  Secretary  and  Tre^Wtr. 
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(A.) 
Property  and  other  Securities  on  hand. 


Cbumar  Baugh,  Parell,  per  valuation  attached 

ParellHiU -     ditto 

Locksley  Hall ditto 

Foras  Land,  1,26,000  yards  at,  say  4  annas  per  yard 

Jeiivels,  say       ------------- 

Promissory  Note  of  Bombay  Coast  and  River  Steam  Navigation  Company, 
secured  by  mortgage  of  steamers  "Tilly,**  **  Lord  Clyde,"  "  Lord  Elphinstone," 
"  Sir  Bartle  Frere/'  and  hulk  "  Herefordshire  *'  (will  be  paid  off  within  two 
months)        ..----  .-.--. 

Roger's  Property  at  Byculla,  sold  in  1864  for  17  lacs  ;  valued  to  Asiatic  Bank, 
who  advanced  on  it  8J  lacs,  now  worth,  say -        - 

Jevajee  Manockjee,  Shapoorjee  Bhunjeebhoy,  and  Jeejeebhoy  Dhunjeebho/g 
debt  to  the  Asiatic  Bank,  assigned  to  Bank,  fully  secured  by  property,  and  will 
be  paid  off  within  six  months  ,---•-.-- 

To  be  realised  from  properties  sold,  as  per  separate  Statement      -        -        -        - 


Total    - 


Rs. 


Bs. 

1,42,280 

26,000 

60,000 

81,500 

6,00,000 


3,00,000 
6,00,000 

2,66,000 
4,46,645 


22,60,325 


J.  Stuart  J 
Secretary  and  Treasurer,  Bank  of  Bombay. 


Properties  Sold,  Earnest  Money  Paid,  Balances  to  be  Paid  on  Completion  of  Conveyance 

•    now  in  course  of  preparation. 


ToTAt 


Sold  for 


Dhackjee  Cbawl 

Veterinary  and  Livery  Stable  Company's  premises  - 
Hunter's  Biingalow,  Malabar  Hill  -  -  -  - 
McCulloch's  ditto  -  -  ditto  .  -  -  - 
J.  Umiashunker's  house,  Grand  Portuguese  street  - 
Byramjee  Manockjee  Wadia,  two  houses  in  Colaba  - 
One-fourth  share  in  Coorla  Property 
Matoonga  Property       .----- 

Unjeer  Bagh,  Mazagon 

Zoolum  ditto  -  ditto 

Hurry  Govind  Wallekur's  house  in  Girgaum 
Ditto      -      ditto    -    ditto      -      Sion 


.  Bs. 


Rs. 

2,00,000 
45,000 
36,000 
60,000 
31,000 
16,600 
75,000 
56,000 
60,000 
18,000 
30,000 
4,226 


6,29,726 


Deposit. 


Rs. 

60,000 

11,260 

8,760 

50,000 

8,876 

18,750 

14,000 

15,000 

4,000 

7,600 

1,056 


1,84,181 


Due. 


Rs. 

1,50,000 
33,760 
26,250 
10,000 
31,000 
11,626 
56,260 
42,000 
45,000 
14,000 
22,500 
3,170 


4,45,646 
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(B.) 

STATEMENT  of  the  Loans,  Credits,  and  Bills,  on  the  31st  May  1867,  showing  the  Amount  falling  doe 

in  each  Month,  and  the  Amount  past  due. 


Due  in  June. 

Dae  in  July. 

Due  in  August. 

Rs,      a,   p, 
98,180  11     8 

2,23,133  IS     8 
2,00,000    -    - 

Total  Current. 

Past  Due. 

TotilAmti. 

Advances   od   Goyenimeotl 
Securities  and  gaaranteed  |> 
lUaway  ShareB     -       -J 

Adrance    on    GoTernment*^ 
Paper    irregnlar   io  en-l 
donemeot    -       -       -J 

Advances  on  Property  andl 
Shares    in    public'  com-  > 
panies-        -        -        -J 

Advance*  on  Personal  Se-1 
curity  -        -        -        -/ 

BUI  discounted  -        -        - 

Bills  for  collection,  indud-^ 
in?  balances  with  agents* 
and    cash     balance     in  ^ 
Calcutta,    Madras     and 
Coutts&Co.         -        -i 

Bank  Premises  at  Bombay'l 
and  Knrrachee       -        -J 

JRs,      a,  p. 
8,19,274  11     3 

-          -          - 

76,676  11  11 

1,40,576  13  11 
3,96,119  14    5 

6,36,795  10     1 

Rs.      a.   p. 
1,04,661     9    6 

5,61,115     7     8 
1,19,500    -    - 

Rs.      a.   p, 
10,22,117     3    - 

75,676  11   11 

1,40,576  13  11 
11,80,369     3     9 

9,56,295  10     1 

10,76,977     3  11 

Rs.       a,   p, 
27,873     1     9 

1,90,000    -    - 

78,86,930     3    2 

5,78,688     3     4 
65,00,833  13     - 

Rt.     0.  f, 
10,49,990    4  9 

1,90,000   .  . 

79,62,600  15  1 

7,19,265    1  S 
76,81,803  -  9 

9,56,295  10  1 

10,76,977  811 

Total  -    -    -  j?^. 

20,68,443  13     7 

7,85,277     1     2 

5,21,314  11  11 

44,51,012  14     7 

1,51,84,325     5     8 

1,96,35,338   8  19 

Bank  of  Bombay,  Bombay,! 
llJunel867.  / 


R.  Clark, 

Officiating  AoeonntaDt. 


(Financial  Department. — No.  787  of  1867.) 

To  the  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Bombay  Castle,  1  July  1867. 

I  AM  directed  lo  acknowledge  the  receipt  of  your  letter,  No.  2868,  dated  the  12th,  and 
No.  3007,  dated  the  22nd  ultimo,  and  to  reply  as  follows  : — 

2.  The  Right  Honourable  the  Governor  in  Council  has  already  informed  you,  in  reply  lo 
your  letter  of  the  29th  May  (No.  2695),  that  this  Government  could  enter  into  no  engage- 
ment until  it  is  ascertained  that  the  project  for  reconstitution  has  been  definitely  abandoned; 
and,  lookino:  to  the  result  of  the  meeting  of  the  4th  ultimo,  which  has  to  be  confirmed  by 
the  shareholders  on  the  12th  August,  he  considers  it  premature  to  give  a  guarantee  which 
would  only  be  required  to  meet  an  advance  made  by  the  Bank  of  Bengal  on  the  ground  of 
amalgamation  having  been  arranged  between  the  two  institutions. 

3.  For  the  same  reason  his  Excellency  the  Governor  in  Council  feels  himself  precluded  from 
expressing  either  approval  or  disapproval  of  the  terms  of  amalgamation  reported  by  you. 

4.  With  reference,  however,  to  the  stipulation  contained  in  the  paper,  marked  Appendix 
(A),  enclosed  in  your  letter  of  the  22nd  ultimo,  that  the  proposul  for  the  amalgamation  of 
the  banks  should  be  subject  to  the  concession  by  Government  of  certain  privileges  contem- 
plated in  the  plan  for  the  formation  of  a  new  bank,  I  am  directed  to  observe  that  Govern- 
ment has  hitherto  given  no  opinion  as  to  the  propriety  of  any  such  concessions  in  the  eveof 
of  the  formation  of  a  new  bank,  and  it  by  no  means  follows  that  it  would  be  thought 
expedient  to  extend  to  an  amalgamated  bank  concessions  which  might  be  necessary  in  the 
case  of  the  reconstruction  of  the  existing  bank. 

I  have,  &c. 
(signed)         M,  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 
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(No.  168  of  1867. — Government  of  India.— Financial  Department. — 

Accounts.) 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir,  Simla,  18  July  1867. 

In  continuation  of  our  Despatch  in  this  Department,  dated  3rd  instant.  No, 
156,  we  have  the  honour  to  forward  copies  of  the  papers  noted  in  the  sub- 
joined list,  regarding  the  proposed  amalgamation  of  the  Bank  of  Bombay  with 
the  Bank  of  Ben^^al. 


■*»*' 


We  have,  &c. 
(signed)         John  Lawrence. 
W.  H.  Mansfield. 
H.  S.  Maine. 
G.  N.  Taylor. 
W.  N.  Massey. 
//.  M.  Durand. 
G.  U.  Yuk. 
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Minute  by  the  Right  Honourable  W.  N.  Masseyy  dated  11th  July  1867. 

The  arrangements  pending  for  the  reconstiuction  of  the  Bank  of  Bombay,  either  on  an 
independent  basis  or  in  connection  with  the  Bank  of  Bengal,  have  raised  the  important 
question  whether  it  is  expedient  to  maintain  the  existing  relations  of  the  Government  with 
the  Presidency  banks  in  the  capacity  of  shareholder. 

The  Government  is.  I  think,  under  an  imphed  obligation  to  continue  its  connection  as  a 
shareholder  in  the  Bank  of  Bengal  during  the  term  oif  the  existing:  contract;  but  we  should 
decline  to  subscribe  for  any  portion  of  the  capital  of  the  New  Bank  of  Bombay,  whether  it 
be  reconstructed  as  an  independent  bank,  or  in  union  with  the  Bank  of  Bengal. 

It  must  be  admitted  that  the  position  of  Gi»vernment  as  a  shareholder  in  a  joint-stock 
bank  is  altogether  anomalous,  and  it  is  for  those  who  advocate  the  maintenance  if  such  a 
relation  to  justify  it  on  grounds  of  policy  and  convenience. 

The  profits  of  banking  are  not  a  legitimate  source  of  revenue  to  the  State,  inasmuch  as 
Government  is  wholly  unfitted  to  conduct  the  business  of  a  bank ;  but  the  Government 
which  is  a  partner  in  a  joint-stock  bank  cannot  be  a  sleeping  partner.  It  is  specially  repre- 
sented at  the  Board  of  Management,  and  the  pi^sence  of  the  Government  nominees  on  the 
direction,  is  legarded  by  the  general  body  of  the  shareholders  and  tlie  customers  of  the  bank, 
not  only  that  its  business  will  be  properly  conducted,  but  as  an  assurance  of  its  stability. 
In  fact,  a  bank  so  constituted  is  virtually  a  guaranteed  bank,  and  thus  the  Government 
becomes  responsible  for  the  solvency  of  institutions,  the  transactions  and  interests  of  which 
are  intimately  involved  in  the  fortunes  of  commerce.  A  bank  with  which  the  State  is  tiius 
connected  by  ps^rtnership  must  always  be  in  a  condition  to  fulfil  iis  engagements,  for  it  is 
impossible  to  suppose  that  the  Government  could,  under  any  circumstances,  acquit  itself 
of  its  responsibility  by  merely  sacrificing  the  treasuiy  balances,  and  falling  back  upon  the 
position  of  limited  hability  as  a  shareholder  in  a  joint  stock  company. 

And  for  what  is  (his  responsibility  incurred  ? 

It  IS  urged  that  both  the  European  and  Native  community  would  desire  to  maintain  the 
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subsi^tinor  connection  between  the  Government  and  the  Presidency  banks,  that  the  shares 
of  ihe  bank  are  purchased  with  the  same  feeling  of  security  as  the  pun  base  of  Government 
stock,  and  that  if  the  Government  were  to  withdraw  from  partnership  in  these  institutions, 
not  only  wo-ild  the  shares  be  depreciated,  but  a  general  belief  would  arise  that,  in  the  event 
of  fressure,  the  treasury  balances  would  be  removed,  and  the  banks  left  to  their  fate. 

It  may  be  conceded  that  the  Indian  public  generally  desire  no  change  in  the  existing 
relatioiis  between  the  Government  and  the  banks.  The  shareh»»lder8  would,  of  course,  be 
unwilling  to  lose  the  additional  security  which  their  property  acquires  by  the  partnership  of 
the  State,  while  an  investment  which  offers  the  profits  of  a  joint-stock  company  with  a 
security  nearly  equal  to  that  of  the  public  funds,  mnst  always  be  desirable.  In  like  mamier, 
depc»sitc>rs,  indudinir  the  local  banks,  wl»ich  keep  their  baiaiues  with  the  Presidency  banks, 
would  prefer  having  dealings  with  an  institution  virtually  guaranteed  by  the  State,  than  with 
an  independent  establishment.  But  are  these  reasons  for  pledging  the  credit  of  the  State 
for  the  support  of  the  banks  ?     I  venture  to  think  not. 

I  admit,  however,  that  the  sudden  severance  by  the  Government  of  its  proprietary  con- 
nection with  the  banks  would  probably  cause  a  fall  in  the  value  of  the  shares,  from  which 
they  would  not  soon  recover.  The  Government,  therefore,  would  har.lly  be  justified  in 
exercffing  its  rights  like  an  ordinary  shareholder.  It  is  bound  to  recognise  the  fact  that  the 
properly  of  tlie  b^ink  has  acquired  a  special  value  by  being,  to  the  extent  of  one-tweltb, 
public  property  ;  and  if  it  be  expedient  that  the  State  should  be  relieved  of  the  responsibility 
which  this  property  entails,  the  shareholders  have  a  fair  claim  to  expect  ample  notice  before 
they  are  deprived  of  the  security  which  they  indirectly  derive  from  their  partnership  with 
the  State. 

A  bank  which  is  entrusted  with  the  custody  of  the  Treasury  balances  should  be  established 
on  an  adequate  basis  of  capital  and  credit  wholly  independent  of  the  Government  A  bank 
80  constituted,  with  the  State  for  its  customer,  should  be  in  a  position  nf  unrivalled  prestige 
and  credit ;  but  if  it  is  still  necessary  for  the  safety  of  the  revenue  that  the  Government 
should  associate  itself  in  partnership  with  its  banker,  it  would  surely  be  far  better  to  revert 
to  the  former  practice  of  conducting  the  Treasury  business  in  a  separate  department.  Such 
an  arrangement  would  be  less  convenient  and  more  costly  than  banking,  but,  at  least,  it 
would  be  safe,  and  would  keep  the  Government  apart  from  engagements  and  liabilities  with 
which,  in  my  opinion,  it  should  have  no  concern.  I  am  far,  however,  from  desiring  to 
return  to  a  system  less  suitable  to  the  extensive  transactions  of  the  Government  than  the 
agency  of  the  banks ;  but  I  would  limit  the  relations  of  the  Government  with  the  Presi- 
dency banks  strictly  to  that  of  customer  and  hanker.  I  object  to  the  State  being  a  member 
of  a  joint-stock  banking  partnership,  as  a  position  anomalous  and  unseemly,  fraught  with 
danger  and  discredit;  and,  whatever  might  have  been  the  case  in  former  time«,  as  now 
obsolete  and  unnecessary. 


Since  the  above  was  written,  I  have  seen  Sir  W.  Mansfield's  Minute,  in  which  the  oppo- 
site view  of  the  question  is  presented.  Great  weight,  I  need  hardly  say,  is  due  to  his 
Excellency's"opinions,  concuiTed  in,  as  they  are,  by  the  Governor  General  and  all  my 
colleagues ;  but  after  a.  careful  consideration  of  this  able  paper,  I  cannot  assent  to  its 
conclusions. 

I  venture  to  think  that  these  conclusions  are  drawn  from  inadequate,  and  in  some  degree 
from  incorrect  premises.  It  is  unnecessary  to  question,  though  1  do  not  entirely  agree 
with,  all  the  allegations  contained  in  the  early  part  of  the  Minute  referred  to,  from  para- 
graph 4  to  11  inclusive ;  but  1  cannot  admit  the  inference  drawn  in  the  succeeding  paraF* 
graphs,  namely,  that  the  connection  of  partnership  is  necessary  for  the  objects  and  duties 
committed  by  Government  to  the  care  of  the  Presidency  banks.  All  that  the  Government 
can  require  from  a  bank  which  it  employs  for  the  transaction  of  its  business,  is  an  adeqwate 
capital,  and  a  conformity  to  such  rules  in  the  conduct  of  its  general  busmess  as  the  Govern- 
ment may  think  fit  to  prescribe. 

Sir  V\' .  Mansfield  points  to  the  recent  history  of  the  Bank  of  Bombay  as  showing  the 
advantages  of  the  connection  which  his  Excellency  desires  to  maintain.  Advantages  there 
undoubtedly  were,  but  all  these  advantages  were  on  the  side  of  the  creditors  of  the  bank. 
It  would  be  understating  the  case  to  say  that  the  position  of  the  Bank  of  Bombay  was,  and 
is,  that  of  an  insolvent  whose  liabilities  are  covered  by  a  responsible  j^uarantor.  A  guarantee 
would  extend  only  to  the  debts  of  the  partnership;  but  the  Government,  by  the  course 
which  it  pursued,  went  much  further  than  this.  In  the  summer  of  1865  the  bank  was  bard 
pressed  ;  its  shares  fell  below  par ;  but  no  sooner  was  it  announced  that  the  bank  was 
fsnpported  by  the  unlimited  credit  of  the  Government,  than  the  depositors  brought  baek  the 
balances  which  they  had  withdrawn,  and  the  shares  rose  to  60  premium*  At  uiat  time  the 
bank  had  absolutely  lost  half  of  its  capital,  and  had  two  millions  sterling  of  outstanding 
credits,  which  have  since  proved  to  be  worthless.  Thus,  in  consequence  of  the  action  of 
the  Government,  the  public  were  induced  to  repose  confidence  in  an  establishment  which 
was  unworthj' of  confidence,  and  to  give  160/.  for  propeity  which  was  not  worth  more 
than  26  L  but  could  the  Government  have  refrained  from  interference  ?  CouM  they  have 
taken  any  other  course  than  they  did  take  ?  1  think  not.  They  were  partners  in  the  hank; 
they  were  directors  of  the  bank.  The  difficulties  (since  ascertained  to  have  been  the  ruin) 
of  the  bank,  had  been  mainly  caused  by  the  culpable  reroissne)(8  of  those  GcMrernment 
directors.    Sir  W.  Mansfield  admits  this  to  be  the  fact;  but  when  his  £xcell«Dcy  blames 
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the  Government  directoi*B  be  blames  the  Goveraraeint  itselfy  which  must  be  responsible  for 
the  acts  of  its  officers  and  nominees.  'i*he  public,  we  ^e  reminded^  repose  confidence  in 
these  instftutioDS  on  account  of  their  eoniiection  with  the  Government  Confidence  so 
accepted  must  be  repaid  by  security.  '1  be  creditors  of  a  joint-stock  company  in  which 
the  GoverntDient  is  a  partner  cannot  be  dismissed  with  a  dividend.  So  much,  I  preriume, 
will  he  conceded,  althougrh  tl>ere  is  no  legal  liability  in  the  Government  beyond  that  which 
attaches  to  any  oth^r  shareholder;  but  does  this  moral  liability  rest  here?  Why,  in  this 
very  ctse  of  the  Bankot'  Bombay,  an  officer  of  high  rank  and  reputation  has  stood  forth 
and  deliberately  asserted  the  claim  of  tlie  shareholders  to  indemnity  at  the  hands  of  the 
Grovemment.  I  am  far  from  admitting  that  such  a  claim  can  be  sustained  ;  bat  1  do  say  it 
is  unseemly  and  impolitic  for  the  Government  to  place  itself  in  such  a  position  th^t  a 
question  of  this  kind  can  be  raised. 

Sir  W.  Mansfield  th<  n  proceeds  to  excuse  the  anomalous  relations  of  the  Government 
^ith  the  banks,  by  the  (  eculiar  circum>tances  and  usages  of  tins  country.  If  it  can  be 
made  out  that  banking,  like  railways  and  irrigation  works,  requires  the  aid  and  superintend* 
ence  ol  the  State,  I  would  give  such  aid,  but  not  in  the  objectionable  foim  in  which  it  is  now 
given.  R'liiway  and  irrigation  companies  are  aided  by  State  guarantee?*,  loans,  and 
subventions,  which  involve  liabilities  of  a  character  very  di£Perent  Irom  those  which  partner- 
ship and  mana<zement  entail.  A  guarantee  is  a  defined  and  limited  responsibility  ;  a  l(»an  is 
granted  on  terms  and  s^ecurities  for  repayment.  A  subvention  is  simply  the  Contribution  of 
the  State  to  sdme  undertaking  or  institution  of  pul>llc  im[)ortance.  Neither  of  thf^se  modes 
of  aiding  private  enterprise  engaged  in  undertakings  in  which  the  public  interests  are  con- 
cerned, is  peculiar  to  this  country.  Guaiantees  have  '>een  sometimes  given  by  the  British 
Government,  as  in  the  recent  instance  of  the  Red  Sea  Telegrap!) ;  n  loan  is  the  most  ordinary 
form  in  which  money  is  <^ranted  iu  England  lor  public  or  quasi-public  purposes.  But  in 
no  case,  so  far  as  my  knowledge  goes,  has  the  Britisb  Government  mixed  itself  up  by  way 
of  partnership  and  joint  mai^agement  with  the  fortunes  of  private  companies.  Why,  then, 
must  relations  of  this  character,  which  even  in  India  are  exc<  ptional,  be  niaintained  with 
banking  companies?  In  the  infancy  of  States,  banks,  as  well  as  other  institutions  neces- 
sary for  the  organization  of  civil  society,  may  stand  in  need  of  the  immediate  protection 
of  the  Goverament ;  but  when  a  community  has  passed  thiough  the  early  stages  of  progress, 
as  India  has  long  since  done,  the  more  it  is  left  free  to  pursue  its  own  career,  the  better 
will  it  be  for  its  growth  in  vigour  and  prosperity.  Banking  is  merely  an  agency,  by 
means  of  which  the  transactions  of  trade  and  commerce,  as  well  as  tho^se  of  other  classes 
not  engaged  in  tiade  and  commerce,  are  conveniently  conducted  ;  and  it  is  the  business  of 
those  who  employ  such  asency  to  take  their  own  measures  for  ascertaining  its  credit  and  suffi- 
ciency. According  to  Sir  W.  Mansfield,  "  no  large  enterprise  flourishes,  it  may  be  said  none 
can  exist,  without  the  fostering  care  of  the  State."  Applying  this  assertion  to  banking,  with 
which  alone  we  are  at  present  concerned,  is  it  borne  out  by  facts?  Are  there  no  banks  in 
India  but  guaranteed  banks?  I  need  only  refer  to  thevarious  chartered  and  joint-stock  banking 
companies  representing  a  vast  mass  or  capital  arul  credit,  and  regularly  dividing  large  pro- 
fits di.ring  a  long  series  of  years.  Some  of  these  establishments  were  involved  in  the  ruinof 
last  year,  but  it  is  a  fact  that  the  proportion  of  the  Indian  failures  was  less,  both  in  number 
and  amount,  than  that  of  the  English  banks.  I  will  take  the  first  on  the  list  of  Indian 
banks,  the  Agra  and  Masterman's,  the  shares  of  whirh,  a  twrlvemonth  ago,  were  at  more 
than  100  per  cent,  premium.  That  bank  was  ruined  by  mismanagement  almost  as  gross  as 
that  of  the  GovemnF)ent  directors,  which  pulled  down  the  Presidency  bank  of  Bombay. 
But  within  the  last  few  months^  the  Agra  bank  has  been  reconstructed,  and  has  already 
acquired  so  much  credit  that  its  shares  are  quoted  10  per  cent,  above  par. 

One  "word  on  the  general  question  of  creclit  as  applied  to  Indian  enterpriee.  It  is  said  that 
it  is  an  anomally  for  the  State  to  guarantee  milway  divt<lends,  and  to  lend  capital  to  private 
companies  engaged  in  great  public  works.     I  have  already  shown  that,  so  far  as    English 

Sreccdents  have  any  authoiity,  there  is  nothing  anomalous  in  such  proceedings.  The 
overmtnt  of  India  has  recently  made  advances  at  the  rate  of  two  lakhs  of  rupees  monthly 
to  the  East  India  Irrigation  Company,  to  enable  them  to  push  on  their  works  in  the  famine* 
stricken  district  of  Orissa;  and  Sir  W.  Mansfield  uses  this  fact  in  support  of  his  argument 
"  that  w I. enever  the  objects  are  large,  requiring  extended  credit,  not  only  must  that  be 
aided  and  supplemented  by  the  State,  but  the  administration  is  also  called  on  to  assist  in 
the  managtment  of  the  undertaking  concerned.^  It  is  true  that  the  East  India  Irrigation 
Company,  after  having  spent  upwards  of  700,000/.  of  its  own  capital,  was  stopped  for  want 
of  funds.  But  was  the  East  India  Irrigation  Company  singular  in  this  respect?  Let  me 
remind  his  Excellency  that  the  guaranteed  railway  companies  mast  have  suspended  their 
works  had  not  the  Government  made  advances  10  them  to  the  extent  of  nearly  three 
millions  sterling.  The  truth  is,  that  almost  all  enterprise,  both  in  England  and  in  India, 
has  been  bronght  to  a  standstill  by  the  state  of  the  money  market,  arising  out  of  the  paaie 
o(  last  year. 

Sir  W.  Mansfield  insists,  moreover,  that  the  Government  is  under  an  implied  engagenamit 
to  its  fellow  shareholders  not  to  withdraw  its  capital  from  the  Pres^idency  banks.  It  is  tme 
that  the  si  ares  in  these  banks  have  acquired  a  special  value  by  the  partnership  of  the  State. 
But  assuming — which,  however,  I  do  not  for  a  moment  admit — that  the  Government  has 
incurred  a  liability  to  the  shareholders,  how  far  does  that  liability  extend  ?  The  highest 
claim  that  has  been  advanced  on  the  part  of  the  shareholders  in  the  Bank  of  Bombay, 
ruined  as  it  has  been  by  Government  directors,  is,  that  the  par  value  of  their  property  shall 
be  secured  to  them.  But  can  a  serious  apprehension  be  eutt-rt  lined  that  the  shares  of  the 
J  33.  S4  Bank 
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Bank  of  Bengal,  which  are  now  quoted  at  a  premium  of  86,  will  fall  to  par  if  it  is  announced 
that  the  Government  will  cease  to  be  connected  with  it  as  a  shareholder  five  years  hence. 
I  mi<ihl  go  further,  and  ask,  VViU  the  value  of  the  property  be  materially  impaired  by  such 
a  prospect?  But  be  that  as  it  may,  I  must  protest  against  a  doctrine  which,  if  maintained, 
would  preclude  the  Government  from  adopting  any  financifil  measures  which  might  iu- 
directly  affect  the  market  value  of  any  investment  to  which  the  credit  of  the  State  was 
piedi^ed. 

I  have  no  doubt  that  the  presence  of  the  ex-officio  director  at  the  Board  of  Management 
is  useful  to  the  Bank  of  Bengal ;  but  it  is  too  much  to  contend  that  this  establishment 
would  be  in  jeopardy  if  left  to  the  ordmaiy  management,  which,  as  a  general  rule,  is  found 
sufficient  for  the  due  conduct  of  banking  business.  A  hank  which  has  charge  of  the 
Treasury  business  must  submit  to  such  conditions  as  the  Government  may  think  fit  to 
impose;  and  due  provision  being  made  for  the  observance  of  those  conditions,  no  further 
interference  with  the  «»rdinary  yffairs  of  the  bank  is  necessary.  It  would,  however,  Ije 
premature  to  discuss  the  terms  of  a  new  agreement  until  the  question  of  the  future  relations 
of  the  Government  and  the  banks  is  determined  by  the  Secretary  of  State. 

July  11th  1867.  (signed)         fV.  N.  Massey 


Minute  of  His  Excellency  the  Governor  General,  dated  12  July  1867. 

I  AM  strongly  in  favour  of  the  Government  of  India  retaining  an  interest  in  all  the  banks 
which  are  entrusted  with  the  use  of  the  cash  balances  of  the  Siate.  I  consider  tlmt  there 
is  much  force  in  the  arguments  and  facts  which  have  been  adduced  by  Sir  William 
Mansfield. 

2.  British  power  in  India,  it  must  be  admitted,  is  of  a  very  anomalous,  and,  even  to 
some  extent,  of  a  precarious  character.  We  consist  of  a  small  body  of  Englishmen  hold- 
ing  in  subjection  a  vust  country  and  an  immense  population,  at  a  distance  from  the  support 
of  the  mother  country ;  measures,  therefore,  which  may  be  unnecessary  and  anomalous  in 
England,  may  only  be  a  wise  precaution  in  India, 

3.  In  times  of  commotion  and  danger,  we  are  peculiarly  liable  to  misfortune,  and  even  to 
disaster.  We  can  look  for  comparatively  little  aid  within  the  country,  unless  our  position 
is  strong  and  con?^oHdated,  and  therefore  such  a^  may  give  a  reasonable  expectation  of 
permanence.  This  is  true,  from  whatever  aspect  we  may  look  on  public  affairs,  and 
especially  true  as  regards  our  financts.  It  is  of  primary  importance  that  ihey  should  rest 
on  a  firm  and  secure  basis.  Thus,  for  instance,  our  cash  balances  should  be  so  placed  as 
to  be  available  at  a  moment's  notii  e.  Unless  this  is  so,  in  critical  limes  the  administration 
of  the  country  would  come  to  a  deadlock  ;  our  political  system  would  be  paralysed;  we 
should  retain  no  credit ;  no  means  of  purchasing  supplies  and  procuring  carriage  to  the 
large  extent  necessary  for  service  in  the  field — in  a  wora,  of  moving  armies. 

4.  English  society  is  constantly  changing  in  India :  men  are  here  to-day  and  gone  to- 
morrow. This  is  even,  perhaps,  more  true  of  the  mercantile  community  in  the  Presidential 
towns  than  of  any  other  section  of  society.  Englishmen  who  succeed  in  realising  an  inde- 
pendence do  not  continue  long  in  India.  On  the  contrary,  they  usually  give  up  business 
and  return  to  England.  Even  when  they  retain  a  direct  interest  in  a  business  of  any 
kind,  they  often  arrange  for  it  being  carried  on  by  agents  and  managers. 

6.  If  this  is  a  true  description  of  the  siate  of  British  society  in  India,  and  I  believe  that 
it  is  so  to  a  great  extent,  it  follows  that  there  is  no  great  conservative  element  in  the 
country.  There  are  very  few  men  of  large  fortunes  whose  interests  are  identical  with  tbose 
of  the  Government.  The  greater  part  of  the  English  community  consists  of  men  who  aie 
trying  to  realise  a  fortune  as  rapidly  as  may  be  practicable,  and,  therefore,  whose  objects  are 
more  or  less  of  a  speculative  character.  They  do  not,  for  instance,  so  much  desire  that  the 
chief  bank  of  the  Presidencv  should  be  limited  to  safe  business^  but  rather  that  it  should  be 
carried  oti  so  as  to  afford  abundant  accommodation  to  those  members  of  the  mercantile 
community  who  may  from  time  to  time  require  its  assistance,  on  easy  terms. 

6.  Such  being  my  view  on  this  subject,  I  think  it  very  desirable  that  the  influence  of  the 
Government  in  these  banks  should  be  as  strong  as  is  consistent  with  the  interests  of  the 
mercantile  community.  Anything  which  weakens  this  influence,  will,  in  the  long  run,  be 
calculated  to  entail  disaster,  not  only  on  the  public  finances,  but  even  on  the  concerns  of 
the  community  generally.  There  will,  every  now  and  then,  be  a  strong  temptation  to 
engage  in  busmess  of  a  speculative  character,  and  to  employ  the  Government  cash  balances 
in  a  way  which  will  not  be  desirable. 

7.  I  believe,  myself,  that,  if  the  votes  of  the  present  shareholders  of  any  of  these  banks 
were  taken  to-morrow,  the  large  majority  would  be  recorded  in  favour  of  the  Govemrnent 
continuing  to  maintain  its  present  relation  with  that  bank,  or,  in  other  words,  to  contioue 
to  hold  shares  in  it.  And  that  this  would  not  arise  simply  from  the  belief  that  a  severance 
of  this  connection  would  involve  an  immediate  depreciation  of  their  property,  but  from 
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the  conviction  that  Government  interest   in   it  conduced   to  its  permanent  safety  and 
prosperity. 

8.  So  long  as  the  Government  continue  to  hold  a  portion  of  the  stock  of  these  banksi 
they  nominate  three  out  of  ihe  nine  directors,  and  have  a  poieniial  voic  e  in  the  rules  which 
are  laid  down  for  the  conduct  of  business.  These  directors,  if  able  and  trustworthy  men, 
which  by  careful  selection  they  may  always  be,  will,  from  the  ir  own  characters  and  the 
authority  of  Government,  by  which  they  would  be  backed,  exercise  a  potent  influence  on 
its  administration.  On  them  a  good  secretary  might  securely  rest  for  support.  On  any 
important  question  they  could  speak  with  all  the  authority  which  a  knowledge  of  the  views 
of  the  Government  would  confer. 

9.  Now  all  such  influence  and  authority  as  that  which  I  have  endeavoured  to  describe 
would  be  lost  by  the  secession  of  the  State  as  a  sharehohier  from  the  bank.  There  could 
then  be  no  Government  directors  who  could  exercise  a  voice  in  the  administration  of  the 
bank.  They  could  simply  luok  after  the  safety  of  the  cash  balances.  Under  such  circum- 
stances, they  would  virtually  be  the  periodical  auditors  of  the  accounts.  All  the  power  to 
prevent  mischief  would  have  depaned,  and  the  only  authority  which  would  remain  would 
DC  that  of  criticism.  I  may  be  wrong,  but  my  impression  is.  that  the  power  of  audit,  under 
such  circumstances,  would  be  weak  and  insufficient.  I  do  not  think  that  an  auditor  could, 
in  a  moderate  time,  ascertain  the  real  character  of  so  vast  and  complicated  a  business  as  that 
of  the  Bank  of  Bengal,  and  that  if  he  could  do  so,  the  Govenmient  could  not  readily  find  a 
man  who  would  exercise  his  authority  so  wisely,  so  ably,  and  yet  so  resolutely,  as  to  carry 
sufficient  weight  by  his  dictum.  How  many  men,  who  are  available  for  such  duties,  would 
have  the  courage  to  point  out  defects,  which  would  lead  the  Government  to  withdraw  their 
balances,  knowing  that  such  an  act  would  entail  ruin  on  the  bank? 

10.  On  the  other  hand,  a  body  of  Government  directors  sitting  continually  in  the  hank 
parlour,  and  being  in  constant  personal  communication  with  the  mercantile  directors,  learns 
imperceptibly  their  character,  and  can  form  a  correct  estimate  of  the  mode  in  which 
business  is  conducted.  Thus  they  have  a  ready  means  of  preventing  mischief.  For  these 
reasons  I  am  strongly  in  favour  of  the  combination  of  authority  and  interest  on  the  part  of 
the  Government  in  these  banks.  But  if  the  connection  of  the  State  with  these  institutions 
is  to  be  weakened  at  all,  then  I  am  an  advocate  for  complete  severance,  (n  that  case  we 
should  revert  to  the  old  system  of  a  public  treasury.  This  would  in  itself  be  an  unpopular 
measure,  and  could  only  be  carried  out  at  the  expiration  of  the  present  engagements  with 
the  banks  of  Madras  and  Bouibay. 

11.  It  may  indeed  be  urged  that  the  case  of  the  Bombay  Bank  is  one  which  directly 
leads  to  the  opposite  conclusion;  and  that  it  is  neither  safe  nor  creditable  for  the  State  to 
be  connected  with  banking  transactions.  But  I  submit  that  the  circu(n stances  which  have 
led  to  its  ruin  resulted  from  the  neglect  of  obvious  and  reasonable  precautions  at  a  time  of 
unprecedented  temptation;  and  that  if  care  had  been  taken  in  the  selection  of  the  Govern- 
ment directors  as  well  as  in  their  supervision  that  bank  would  have  surmounted  all  its 
difficulties,  just  as  those  of  Bengal  and  Madras  have  done. 

12.  Moreover,  as  pointed  out  by  Sir  William  Mansfield,  as  the  case  now  stands,  the 
Government  have  only  lost  the  value  of  its  shares,  wholly  or  in  part,  whereas  had  the 
Government  had  no  interest  in  the  Bombay  Bank  its  cash  balances  might  have  been  in- 
volved also. 

13.  The  Government  by  coming  forward  on  two  occasions  to  support  the  credit  of  the 
Bombay  Bank  gave  it  every  chance  of  recovery,  while  it  really  did  no  harm  to  the  de- 
positors, whose  money,  whether  it  was  left  in  the  bank  for  the  time  or  was  at  once  with- 
drawn, was  thus  made  equally  secure. 

14.  May  we  not  in  trying  to  get  rid  of  what  is  called  an  anomaly  in  the  present  instance, 
entail  on  the  public  interests  in  India  the  liability  to  evils  of  a  very  much  greater  magni- 
tude. If  the  present  system  is  suitable  to  the  circumstances  of  India,  is  not  this  a  sufficient 
arsrument  for  its  maintenance  ? 


•&" 


15.  It  has  been  asserted  that  the  Government  of  India,  by  holding  shares  in  a  bank, 
becomes  morally,  and  even  legally,  answerable  for  all  losses  which  occur  from  its  mis- 
management* But  surely  such  a  statement  is  altogether  erroneous.  I  am  sure  that  no 
shareholder  ever  purchased  stock  in  one  of  these  banks  under  such  an  impression,  which  is 
tantamount  to  believing  that  in  prosperous  times  he  would  be  entitled  to  enjoy  large  profits, 
and  in  those  of  disaster  to  be  free  irom  all  the  usual  liabilities  of  banking  transactions. 
Such  a  conclusion  is  manifestly  absurd.  What  shareholders  really  did  understand,  and 
that  for  which  they  unwillingly  paid  a  high  premium  was,  that  there  existed  an  additional 
security  in  such  a  bank  beyond  all  other  institutions,  the  advantages  of  official  care  and 
influence,  and  the  profits  which  the  use  of  the  cash  balances  of  the  State  would  afford,  and 
no  man  had  reasonable  grounds  to  look  for  more.  But  to  prevent  future  doubt  and  cavil, 
what  can  be  more  simple  than,  in  re-adjusting  the  terms  of  Government  connection  with 
these  banks,  to  describe  the  precise  terms  on  which  it  shall  stand  ? 

16.  In  these  remarks  I  am  far  fi*om  desiring  to  convey  the  idea  that  I  do  not  think  that 
any  bank  in  India  can  flourish  except  those  with  which  the  Government  are  connected. 
We  know  that  this  is  not  the  case.    But  a  bank  in  which  the  Government  have  an  interest 
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has  a  basis  and  a  support  which  no  other  banks  can  possess.  In  return  for  these  ad- 
vantages its  general  body  of  shareholders  consent  to  a  iiiiiitation  of  their  business,  whick 
gives  still  fuither  security.  Thus  these  institutions  are  guarded  in  a  double  way.  There 
can  be  little  doubt  that  though  many  banks  ta  India  with  which  the  Government  had  no 
connection  have  survived  the  diflBculties  of  the  past  year,  there  v\as  probably  not  one  of 
them  v^hich  was  not  rudely  shaken,  if  indeed  it  was  not  for  a  time  in  actual  danger. 

17.  Ott  the  question  of  separate  banks  on  the  one  hand,  and  a  general  bank  for  all  India 
on  the  other,  and  in  particular  on  that  of  resuscitating  the  Bank  of  Bombay,  or  allowing 
an  amalgamation  with  the  Bank  of  Bengal,  1  am  decidedly  in  favour  of  the  former  alterna- 
tive on  public  grounds.  I  see  no  such  benefit  either  to  the  State  or  to  the  community  in 
the  other  scheme  as  should  induce  the  Government  of  India  to  support  it. 

18.  I  submit  that  it  i>*  not  for  the  interest  of  the  State  that  a  great  institution  of  the  kind 
should  grow  up  for  all  India,  the  interests  of  which  may  in  time  be  opposed  to  tho<e  of  the 
public,  and  whose  influence  at  any  rate  may  overshadow  that  of  the  Government  itself.  A 
bai»k  of  such  a  character  would  be  very  difficult  to  manage.  Few  men  in  India  would  b« 
found  equfd  to  the  task.  And  as  regards  the  interests  and  convenience  of  the  merchanU  of 
Bombay  and  Madras,  surely  it  is  only  natural  that  they  should  prefer  separate  banks  for 
those  important  centres  of  commerce.  Is  it  not  obvious  that  in  the  courj^e  of  time  jealousy 
and  ill-feeling  will  arise  if  an  amalgamated  bank  be  decided  <>n?  Will  the  control  of  the 
directors  of  tl>e  Bank  of  Benizal  over  the  branch  bank  in  Bombay  work  so  smoothly  and 
effectively  as  that  of  a  similar  body  controlling  a  separate  institution  for  that  city  ?  Again, 
is  it  not  safer  for  the  Government  of  India  to  have  the  cash  balances  distributed  in  three 
banks,  subject  to  the  control  of  the  local  government  in  each  case,  ratlier  than  under  tbe 
general  supervision  of  the  Government  of  India?  It  appears  to  me  that  all  these  questicwis 
ought  to  be  answered  in  the  affirmative. 

12  July  1867.  (signed)        John  Lawrence. 


Minute  by  Major  General  the  Honourable  Sir  ^.  M.  Durand^  c.b.,  K.c.s.r.;  dated 

13  July  1867. 

The  question,  whether  it  be  expedient  to  maintain  the  existing  relations  of  the  Grovem- 
ment  with  the  Presidency  banks,  in  the  capacity  of  a  shareholder,  is  one,  in  India,  of  a 
practical  rather  thiin  of  a  theoretical  character.  As  far  as  the  science  of  banking  as  deve- 
loped in  a  o;reat  commercial  country  like  England  is  concerned,  the  tendency  has  no  doubt 
been  adverse  to  the  continuance  of  any  exclusive  privileges  from  Government  in  favour  of 
banking  companies.  Theoretically,  therefore,  tiie  views  expressed  by  the  Right  Honourable 
Mr.  Massey  would  probably  meet  with  pretty  general  acceptance.  Even  in  England,  how- 
ever, these  theoretical  principles  have  not  been  there  carried  out.  On  the  contrary,  though 
in  1826,  Lord  Liverpool  expressed  an  opinion  with  respect  to  the  extension  of  the  terms  of 
the  exclusive  privileges  of  the  Bank  of  England  very  similar  to  the  opinion  now  expressed 
by  Mr.  Massey. 

With  reference  to  the  inexpediency  of  the  continuance  of  the  privileges  of"  tbe 
Presidency  banks,  yet  in  1833,  Lord  Althorp  continued  the  Bank  of  England  charter  with 
all  its  exclusive  privileges,  and  the  Act  of  1844,  though  it  modified  some,  conferred  other 
privileges.  Whatever  the  theory  and  science  of  banking  may  say,  therefore,  the  praciice 
even  in  England  has  been  to  admit  the  expediency  of  privileges  in  favour  of  the  bank  with 
whom  Government  deals. 

That  Government  in  India  is  a  shareholder  in  the  Presidency  banks,  may  be  a  vitally 
valuable  privilege  to  those  institutions,  still,  so  far  as  the  principle  involved  is  at  stake,  it  is 
only  a  question  of  degree  of  privilege  as  compared  with  those  enj<»yed  by  the  Bank  of 
England;  and  it  is  a  privilege  in  right  of  which  the  Indian  Government  can  legitimately 
exercise  a  power  of  control  which  circumstances  render  indispensable  here,  whereas  in 
England  no  such  necessity  exists.  The  attention  of  every  banking  establishment  in  Great 
Britain  is  continuously  fixed  upon  the  working  and  measures  of  the  Bank  of  England  ;  the 
whole  kingdom  and  an  enlightened  and  vigilant  press  watch  its  every  mode,  and  compare 
ita  action  with  the  Bank  of  France  and  other  European  State  banks ;  but  in  addition  to 
this  professional  scrutiny  of  rival  banks  at  home  and  abroad,  and  the  keai  criticisms  of  a 
watchful  press,  the  Bank  of  England  is  subject  to  periodical  inquisitions  of  a  veiy  search- 
ing and  able  kind  before  Committees  of  the  House  of  Commons  and  House  of  Lord& 
Under  such  circumstances,  vast  as  are  the  interests^  the  national  interests,  involved  in  the 
procedure  of  the  Bank  of  Englaud,  the  Home  Government  would  gain  nothing  by  having 
directors  of  its  own  silting  in  the  bank  parlour.  Conndering  the  nature  of  party  govern- 
ment, the  responsibility  of  the  bank  management  would  probably  be  weakened  by  the 
introduction  of  Government  directors,  and  by  Government  becoming  a  shareholder. 

How  much  the  reverse  of  all  this  is  the  case  in  India  hardly  requires  demonstration. 
Our  European  mercantile  community  has  nothing  of  the  permanence  of  tbe  great  firms  of 
England,  but  is  for  ever  changing.  Its  numbers  are  few,  and  the  amount  of  capital  they 
represent,  moderate.  Last  year  thinned  the  banking  firms.  The  few  that  weathered  the 
difficulties  of  1866  did  so  more  or  less  by  the  aid  of  the   Presidency  banks  at  critical 

moments. 
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monoentff,  and  at  the  best  they  are  very  far  from  holding  that  position,  or  commanding  that 
influence,  which  the  banking  establidh mentis  of  Great  Britain  enjoy  wiih  regard  to  the  Bank 
of  England.  The  general  European  community  is  small,  and  the  press  which  represents 
it  is  very  limited,  and  with  one  or  two  exceptions  evinces  more  ability  in  the  discu^<sion  of 
other  subjects  than  money  or  banking  questions.  In  a  word,  as  comparf  d  with  Eoiil  nd, 
the  European  public  which  the  press  represents  being  mainly  that  of  the  Presidency  towns, 
it  is  only  necessary  to  refer  to  a  census  to  see  what  proportion  it  hears  to  the  popuhiti*  n 
of  an  ordinary  Englisli  borough.  Need  it  be  pointed  out  that  India  has  no  House  of 
Commons  or  House  of  Lords  to  engage,  whenr  ver  a  question  of  fact  and  practice  or  of 

Erinciple  is  mooted,  in  mote  searching  investigatitins  which  every  now  and  then  occupy 
oth  Houses  with  respect  to  the  Bank  of  England,  and  ventilate  every  financial  question 
bearing  on  its  action,  its  functions,  and  its  privileges.  1  he  absence  of  all  these  potent 
allies  to  the  Home  Government  in  scrutinizing  perpetually  the  proceedings  of  the  Bank  of 
England,  forces  the  Government  of  India  to  substitute  in  their  place  Government  directors, 
representing  in  the  Presidency  bank  parlour  not  only  the  interests  of  Government  as  a  sliare- 
holder,  but  those  higher  principles  and  considerations  which  find  expression  in  Enojland  in 
the  authoritative  voice  of  a  representative  Government,  a  vigilant  monieH  interest,  and  an 
intelligent  public,  and  press  of  vast  power  and  influence.  It  may  be  comparatively  a  weak 
substitute,  but  it  is  the  only  one  practically  at  our  disposal,  and  with  the  excepti(»n  of  the 
instance  of  the  Bombay  Bank,  it  has  worked  well  and  safely.  In  the  absence  of  finy 
available  and  efficient  mode  of  i-eplacing  the  existing  system  of  control,  I  am  opposed  to 
shaking  the  credit  of  the  Presidency  banks  and  the  confidence  of  shareho'dera  by  any 
change,  more  especially  by  such  a  change  as  an  auditor*  system  involves,  when  cu'iibered 
with  the  withdrawal  of  Government  from  a  positive  right  of  timely  interference  in  conse- 
quence of  ceasing  to  be  a  shareholder. 

Of  the  importance  uhich  is  attached  to  Government  maintaining  its  existing  relations 
with  the  Presidency  ba.iks,  we  have  proof  in  the  present  position  of  affairs  at  Bombay. 
It  is  notorious  that  the  reconsiiuction  of  the  Bombay  Bank  has  no  chance  of  success 
unless  Government  pledges  itself  to  continue  to  the  reconstructed  bank  the  existing 
relations.  Accordingly  that  portion  of  the  press  which  is  the  <trgan  of  the  reconstruction 
scheme,  endeavours  to  make  out  what,  as  far  as  my  information  goes,  is  contrary  to  fact, 
viz.,  that  ihe  Government  has  expressed  its  readiness  to  maintain  existmoj  relations  with  the 
reconstructed  bank,  if  the  Bankof  Bombay  be  reconstituted  from  its  preseiU  collapse.  On 
the  other  hand,  that  part  of  the  press  which  arlvocates  the  amalgamation  of  the  Bengal  and 
Bombay  Banks  taxes  ihe  Government  of  Bombay,  whose  prefer rence  to  the  reconstruction 
is  \^ell  known,  with  having  by  its  letter  No.  787,  of  the  1st  July  1867,  adopted  a  course 
fatal  to  the  araali2;amation,  as  in  the  face  of  the  words,  "  it  by  no  means  follows  that  it 
would  be  thought  expedient  to  extend  to  an  amalgamated  bank  concessions  which  mio:ht 
be  necessary  in  the  case  of  the  reconstruction  of  the  existing  bank,"  it  is  certain  thut  the 
shareholders  of  the  Bank  of  Bengal  will  abandon  at  once  all  negotiations  on  the  subject  of 
anaalgamation,  and  leave  Bombay  to  find  her  own  way  out  of  the  mess  into  which  she  has 
fallen.  Both  schemes,  therefore,  are  represented  by  their  respective  advocates  to  depend 
entirely  on  the  declaration  Government  may  make  with  regard  to  the  extension  of  existing 
relations,  or  the  reverse.  Both  schemes  will  fail  and  fall  through  if  Government  pronounce 
its  intention  of  severing  its  connection  with  the  Presidency  banks. 

The  effect  of  such  an  announcement  would  not,  however,  be  limited  to  the  abandonment 
of  these  two  rival  schemes,  for  it  would  operate  mo-t  perniciously  on  the  Madras  and 
Bengal  Banks,  and  it  hardly  seems  expedient  just  at  the  time  that  public  confidence  and 
public  credit  are  rallying  from  the  panic  of  1866,  to  strike  so  depressing  a  blow  at  the  two 
banks  which  have  carried  us  securely  and  successfully  through  the  crisis  of  1866,  and  to 
do  so  in  behalf  of  theoretical  views  which,  however  much  in  unison  with  the  pure  science  of 
banking,  have  never  been  practicnlly  carried  out  to  their  full  extent,  even  in  England,  and 
are  ceitainly  too  far  advanced  for  the  circumstances  of  onr  position  in  India. 

Mr.  Mas^ey  adverts  to  the  protest,f  a  copy  of  which  I  append  to  this  Minute,  in  which  f  Vide  page  148. 
the  claims  of  the  shareholders  of  the  Bombay  Bank  to  indemnity  at  the  hands  of  Govern- 
ment are  advanced.  I  concur  with  much  that  Mr.  Massey  notes  in  the  paragraph  which 
closes  with  this  advertence,  and  I  also  agree  with  the  doubt  which  my  right  honourable 
colleague  expresses  whether  such  a  claim  can  be  sustained,  but  however  undesirable  for  the 
Government  to  be  placed  in  such  a  position  it  might,  in  my  opinion,  be  placed  in  a  far 
worse,  if,  trusting  its  cash  balances  to  Presidency  banks,  it  parted  with  its  real  close  super- 
vision and  control.  The  remedy  for  the  evil  which  has  befallen  the  existing  system  appears 
to  me  to  have  a  searching  inquiry  into  all  that  brought  about  the  collapse  of  the  Bombay 
Bank.  Were  such  an  investigation  rigorously  carried  out  and  its  results  made  public,  it 
would  prevent  any  recurrence  of  the  culpable  neglect  with  which  the  conduct  of  the  Bombay 
Government  directors  has  stained  the  system.  They  at  any  rate  were  or  ought  to  have 
been  independent,  and  their  votes  and  action  could  not  have  clashed  with  other  interests 
and  speculations  with  which  they  had  no  excuse  for  being  largely  engaged,  whatever  may 
have  been  the  case  with  others.  To  gloss  over  transactions  which  are  as  yet  wrapped  in  a 
sort  of  fog  is  more  discreditable  to  Government  than  Col.  Felly's  protest.  I  am  in  favour 
of  a  thorough  scrutiny. 

My 
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My  object  in  first  moving  in  favour  of  a  SUite  bank  was  partly  the  wish  to  resuscitate 
credit  in  one  of  our  chief  mercantile  centres,  Bombay,  which  appeared  to  me  practicable, 
as  I  still  think  it,  by  the  amal^amntion  of  the  Bengal  and  Bombay  banks,  and  partly  that 
I  think  a  State  b?»nk  prefierable  to  existing  arrangements.  If  the  Presidency  banks  were 
really  as  independent  as  tlie  Bank  of  France  is  of  the  Bank  of  England,  [  could  understand 
the  arguments  in  favour  of  three  State  banks  in-tead  of  one;  l>ut  no  one  who  is  conversant 
with  the  actual  woiking  of  our  system  can  for  a  moment  be  divided  bv  this  btyle  of 
reasoning  in  favour  of  independent  State  banks  at  Calcutta,  Madras,  and  Bombay..  One 
State  bank  is,  in  my  opinion,  much  saft-r  and  much  more  manageable^  than  thn  e.  I  carry 
this  so  far  that  if  the  connection  betwen  the  Government  of  India  and  the  Prei^idency 
banks  is  to  be  severed  by  withdrawal  on  the  part  of  Government  from  the  rights  and 
position  of  a  shareholder,  then  I  consider  ihat  the  proper  course  to  pursue  is  to  revert  to 
Governroeni  being  its  own  banker,  and  to  Government  keeping  in  its  own  hands  all 
currency  arrangt  nients  as  to  issue  of  notes,  reserves  of  coin,  &c.  There  will  be  no  safety 
in  any  intermediate  syst  m  which  supersedes  posilive  and  timely  control  by  post  audits, 
and  wipes  awpy  the  confidence  of  the  great  mass  of  shareholders  by  placing  them  at 
the  mercy  of  directors  whose  individual  interests  are  very  far  from  being  always  those  of  the 
bank,  the  employment  of  whose  capital  and  credit  rests  on  their  discretion,  and  over 
whom,  as  the  bulk  of  circumstanced  shareholders  undeniably  are,  the  effective  check  and 
contiol  of  the  latter  is  purely  nominal.  The  various  attempts  to  frame  legislative  enact- 
ments in  Englnnd,  with  the  view  of  establishing  s<)me  sort  of  control  over  joint  stock 
companies,  proves  how  severely  the  license  they  enjoy  has  been  found  prejudicial  to  the 
interests  of  the  general  community  in  Great  Britain,  and  how  anxious  tiie  lawyers  and 
statesmen  of  England  have  been  to  devi;>e  a  remedy.  The  argument  based  on  the  fact  that 
the  Indian  bank  failures  were  proportionately  fewer  in  India  than  in  England,  only  proves 
the  exceeding  value  of  the  stability  of  the  Presidency  banks,  based  on  the  existing  Uovem- 
ment  connection,  which  enabled  the  Presidency  banks  to  aid  and  support  any  banking  or 
other  firms  whose  business  was  on  sound  and  not  on  speculative  foundations.  I  deprecate 
handing  over  the  public  credit,  so  to  speak,  to  joint  stock  companies  in  India,  uncontrolled 
by  Government  supei  vision ;  it  is  more  dangerous  to  us  in  India  than  it  is  in  England,  and  if 
we  are  to  part  with  the  only  real  tinjely  security  we  have,  in  deference  to  the  theory  of  the 
science  of  banking,  then  I  think  it  imperative  thai  Government  should  be  its  own  banker,  and 
revert  to  the  system  of  having  a  State  bank  clear  of  all  joint  stock  shareholders  or  relations. 


13  July  1867. 


(signed)         H.  M.  Durand. 


Proposed  by  Lieutenant  Colonel  Felly;  seconded  by  Major  General  H.  Bivert,iLE. 

This  was  done  at  That  the  following  protest  be  recorded  on  the  Minutes  of  this  day's  proceedings:— That 

the  special  meeting    the  shareholders  of  the  Bank  of  Bombay,  irusiing  to  the  direction  ot  the  bank  being  partlv 
of  4  June  1867.         under  Government  management,  were  induced  to  invest  their  capital  therein,  preremng  such 

security  to  other  investments  offering  higher  interest. 

That  in  the  year  1864  a  new  charter  was  granted  by  Government  to  the  Bank  of  Bombay, 

and  therein  three  alterations  were  made — 

1.  The  doubling  of  the  capital  of  the  bank  by  raising  it  from  1,000,000  to  2,000,000 
sterling. 

2.  The  peculiar  power  (not  existing  in  the  Government  banks  of  the  other  Presi- 
dencies) given  to  the  Bank  of  Bombay  of  making  advances  on  shares  in  any  public 
company. 

3-  The  removal  of  the  limit  that  not  more  than  three  lacs  of  rupees  could  be 
advanced  to  any  one  firm  or  person  on  personal  security. 

G.M.  Stewart.  That  the  first  of  these  alterations  has  since  been  described  by  a  director  in  these  words: 

**  Then  came  that  most  unfortunate  step,  the  doubling  of  the  bank's  capital,  giving  it 
another  million  sterling  to  find  employment  for  at  a  time  when  credit  was  inflated  to  a  most 
dangerous  extent,  and  when  every  sound  principle  of  business  finance  was  deranged." 

That  the  second  and  third  alterations  led  to  the  whole  of  the  new  capital  being  loaned 
away,  without  adding  a  rupee  to  the  reserved  fund.  ^ 

That  these  transactions  were  thus  characterised  by  Sir  Charles  Wood,  the  Secretary  of 
State  for  India,  in  his  budget  speech  before  Parliament  in  1865.  **  Somehow  or  other, 
I  don't  know  how,  the  bankers  of  Bombay  got  the  power  by  their  charter  of  advancmg 
money  on  speculative  shares,  and  they  used  that  power  to  a  considerable  extent  I  wrote 
early  in  the  year  to  Sir  Bartle  Frere,  calling  his  attention  to  the  necessity  of  looking  afl^ 
what  they  were  doing;  and  whether  in  conseauence  of  my  letter  or  not  I  can't  say,  but  tne 
Government  directors  went  down  to  the  bank,  and  on  their  representations  it  ceased  to  do 
that  which  it  had  been  doing  for  some  time,  viz.  advancing  largely  on  these  shares.  ^\^^ 
very  wrong  ever  to  have  advanced  money  in  that  way  at  all,  upon  a  perfectly  unnegotiao  e 
security.  Whatever  rumours  may  have  reached  this  country,  I  wish  to  state  that  tne 
bankers  in  Bombay  will  in  future  go  on  in  the  ordinary  way,  and  there  need  be  no  appr^' 
hension  in  the  public  mind  on  this  subject'^  -,, 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OF  BOMBAY.  149 

That  down  to  the  close  of  1865  the  statements  of  the  bank,  published  weekly  in  the  Go" 
vemment  Gazette  under  authoiity,  showed  the  bank's  capital  to  be  intact,  besides  a  rest  or 
reserved  fund  of  nearly  36,00,000  rupees. 

That  tor  the  half-y^ar  ending  1st  January  1866  a  dividend  at  the  rate  of  8  per  cent  per 
annum  was  declared.* 

That  at  the  general  meeting  of  August  1866  the  directors,  while  admitting  heavy  losses 
to  the  extent  of  about  60  lacs  of  rupees,  or  25  per  cent,  of  the  bank's  capital,t  stated  those 
losses  had  not  been  incurred  during  the  year  then  closing.  Thus  showing  that  the  statements 
published  weekly  in  the  Government  Gazette^  between  August  1865  i»nd  August  1866,  were 
not  trustworthy,  and  that  the  dividend  declared  in  the  beginning  of  1866  must  have  come 
out  of  capital. 

Thut  immediately  after  the  general  meeting  of  August  1866  a  committee  nppointed  by 
Government  showed  the  bank  to  have  lost  84  lacs,  or  over  40  per  cent,  of  its  capital,  besides 
the  whole  of  the  reserved  fund.  J 

That  the  report  of  this  Committee  was  adopted  by  Government,  who  considered  the 
amount  of  loss  therein  shown  to  be  a  maximum  estimate  of  loss,  **  showing  the  least 
favourable  result  which  could  be  apprehended,"  §  while  the  directors  deprecated  it  as  being 
excessive.  || 

Thiit  the  heaviest  losses  were  sustained  during  a  period  when  a  Government  director 
presided  as  chairman  of  the  bank. 

That  at  the  general  meeting  of  the  15th  of  January  1867,1[  resolutions  were  passed 
directing  applications  to  be  made  to  ihe  Government  of  Bombay  to  introduce  a  Bill  in  the 
Legislative  Council,  dc-claring  that,  as  the  bank  of  Bombay  had  lost  half  its  capital,  the 
paid-up  value  of  each  share  be  reduced  from  1,000  rupees  to  500  rupees.  ** 

That  this  Bill  was  introduced  by  Government,  was  passed  into  an  Act,  and  had  scarcely 
received  the  assent  of  the  Viceroy  of  India,  and  been  published,  f+  when  it  became  evident 
that  the  shares  were  not  even  worth  the  reduced  amount  of  600  rupees,  but  that  their  price 
in  the  market  had  fallen  below  250  rupees. 

That  at  the  present  time  J:t  the  affairs  of  the  bank  of  Bombay  are  so  utterly  ruined  and 
bankiupt  that  the  directors  see  no  alternative  other  than  to  put  the  bank  into  liquidation. 

'J  hat  the  shareholders  have  good  reason  lo  state  that  the  management  of  the  bank  has 
been  conducted  in  a  reckless  manner,  quite  opposed  to  the  first  principles  of  sound  banking. 
For  instance,  loans  to  the  amount  of  many  lacs  of  rupees  were  advanced  to  individuals  and 
to  speculators  on  mere  personal  security.  That  subsequently,  when  a  monetary  crisis 
threatened,  the  directors  took  up,  as  security,  worthless  shares  in  speculative  schemes, 
which  they,  to  make  difficulties  worse,  transferred  into  their  own  names,  thereby  rendering 
the  bank  liable  to  large  future  calls. 

In  another  instance  the  directors  advanced  a  sum  of  25,00,000  rupees  as  late  as  the  end 
of  April  1866  to  a  share  speculator,  then  on  the  verge  of  insolvency,  accepting  securities 
which  three  other  local  banks  refused  to  accept,  and  which  have  since  proved  to  be  quite 
insufficient. 

That  it  appears  from  a  recently  published  document^  that  the  bank  has  145  insolvent 
debtors  on  its  books,  whose  aggregate  debts  amount  to  2,160,000  /.,§§  or  more  than  the 
whole  capital  of  the  bank. 

That  the  shareholdeis  have  not  been  allowed  full  inspection  of  the  bank's  affairs,  and  on 
their  part  have  hitherto  abstained  from  that  active  interference  with  the  affairs  of  the  bank 
which  they  would  have  desired  to  exercise  in  any  but  tt  Government  institution,  trusting  lo  the 
efficient  control  of  three  Government  directors  in  the  management,  seeing  also  that  Govern- 
ment exercised  the  power  of  direct  interference,  and  trusting  at  least  that  the  published 
statenients  of  the  bank  would  be  reliable,  whereas  each  successive  statement  has  oeen  from 
time  10  time  contradicted  by  subsequent  ones,  as  well  as  by  facts. 

That  the  shareholders  in  the  Government  bank  of  Bombay  believe  themselves  to  be  in  a 
position  unparalleled  in  the  annals  of  British  commerce,  and  confidently  rely  on  Govern- 
ment investigating  the  case,  and  securing  justice  to  them. 

That  the  shareholders  make  this  appeal  with  the  more  confidence,  knowing  that  so  large 
a  portion  of  their  number  are  eitlier  persons  in  the  service  of  Government,  or  the  widows 
and  children  of  retired  officers,  who  have  invested  their  hard-earned  savings  in  Bank  of 
Bombay  shares,  believing  that  such  investment  was  as  secure  as  any  Government  guaranteed 
loan,  whereas  by  the  mismanagement  of  the  bank's  affairs  and  other  causes  enumerated 
above,  these  shareholders  have,  in  the  short  space  of  two  years,  lost  2,000,000/.  sterling  of 
their  capital,  and  been  involved  in  difficulties,  many  even  in  ruin. 

Minute 


Vide  Proceedmgs  of  general  meetlDg  of  6th  January  1866. 

Vide  Proceedings  of  general  meeting  of  6th  August  1866. 

Vide  the  Committee's  letter,  dated  8th  September  1866. 

Vide  letter  from  the  Under  Secretary  to  the  Government  of  Bombay,  dated  19th  September  1866. 

Vide  Bank  Secretary's  letter  to  the  Bombay  Government,  dated  13th  September  1866. 

Vide  Proceedings. 
•«  Vide  Act  I.  (Bombay)  of  1867. 

ft  Vide  "Bombay  Government  Gazette,"  26th  April  1867. 
tt  4th  June  1867. 

§§   FfcfeSecietary  of  Bank  of  Bombay's  letter,  dated  1st  February  1867,to  Chief  Secretary  to  Govern- 
ment of  Bombay. 
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Minute  by  the  Honourable  Sir  O.  U.  Yule,  k.c.s.i.,  dated  2Qd  July  I867. 

I  QUTTB  concur  in  the  opinion  that  Government  should  maintain  connections  as  at 
present  with  Presidential  banks,  and  I  think  it  prudent  to  say  so  at  once,  though  we  hate 
not  the  arguments  on  the  other  side  before  us. 

But  I  decide<ily  object  \o  the  acceptance  of  amal^^araation  as  a  matter  of  necessity.  It 
18  not  a  necessity  until  made  so  by  Government  acceptance,  and  inst^^al  of  this  premature 
and  submissive  acceptance  of  our  scheme  in  preference  to  another,  as  a  matter  in  which 
there  is  no  choice,  it  seems  to  me  that  Government,  intending  to  continue  connection  on 
the  present  system  with  a  bank  at  Bombay,  ought  to  consider  whether  an  amalgamated  or 
a  separate  bank  is  most  advantageous  to  the  public  interests,  and  having  come  to  cou'rliision 
on  that  point,  it  is  not  only  justified  in  promoting  that  scheme  in  favour  of  which  it  has 
decided,  but  bound  to  do  so  to  the  utmost  of  its  power.  Now  I  am  not  aware  that  this 
point  has  been  decided,  and  I  think  that  Government  is  about  to  accept,  as  a  necessity,  a 
measure  which  will  be  injurious  to  its  interests,  but  which  it  could  at  once  put  an  end  to, 
by  an  expicsicm  of  its  opinion  as  an  intere>ted  party,  and  of  its  determination  to  act  upoa 
that  opinion,  if  supported  at  home.  I  do  not  pretend  to  any  knowledge  of  banking,  and 
the  amalgamation  scheme  may  be  a  model  of  wisdom  in  it^  details,  but  I  hold  that  it  has 
two  inherent  radical  defects  which  must  cause  ii  to  end  in  failure. 

The  first  is  that  amalgamations,  as  a  general  rule,  fail — as  in  this  case  one  of  the  bodies 
undergoing  the  process  is  rotten,  and  cnnmunicates  its  disease  to  the  sound  one,  and  why 
does  a  sound  body  wish  to  amalgamate  wiih  a  rotten  one?  because,  actuated  by  a  greed 
which  blinds  it,  it  fancies  large  profits,  and  of  course  the  rotten  one  helps  the  delusion  by 
concealing,  as  far  as  possible,  its  real  state. 

The  second  reason  is  this — that  if  Government  recognises  the  Bombay  portion  of  the 
amalgamation  as  a  Presidential  bink,  there  must  be  a  board  of  directors  there,  so  ne  of 
them  nominated  by  Government,  but  which  board  roust,  nevertheless,  from  the  nature  of 
the  scheme,  be  subordinate  to  the  Calcutta  board.  But  Calcutta  interests  and  views  mast 
some  times  clasii  with  those  of  Bombay ;  there  will  be  collision  between  the  b^ards,and  the 
Bombay  one  will  be  supported  by  the  Bombay  Government,  and  nothing  but  dissohition 
will  heal  the  dissension.  On  these  grounds,  and  without  consideriui^  the  advantages  or 
disadvantages  of  a  monopoly  like  that  attempted  to  be  conferred  on  the  Bengal  bank  by 
the  sclieme,  I  hold  that  reconstruction,  if  possible,  and,  if  not,  the  establishment  of  a  ne^ 
bank  is  preferable  to  amalgamation  ;  and  that  Government  having  the  interest  it  has  in  the 
Bengal  bank,  and  which  it  proposes  to  have  in  a  Bombay  bank,  would  have  been,  and  will 
be  still,  justified  in  expressing  its  disapproval  of  the  amalgam  ition  scheme,  and  iis  deter- 
mination not  to  aid  it  by  taking  any  mterest  in  the  Bombay  bank,  though  quite  ready  to 
continue  its  connection  with  a  separate  bmk  there.  Let  this  be  done,  and  there  can  be 
little  doubt  that  Bombay  will  find  means  to  reconstruct  its  bank.  1  urge,  therefoi'e,  ihat 
before  writing  to  the  Secretary  of  State  in  the  manner  now  proposed,  we  determine  which 
is  best,  amalgamation  or  reconstruction,  an^i  if  the  latter  be  approved,  that  we  take  means 
to  promote  it.  Delay  may  be  injuiious,  but  not  so  much  so  as  under  an  imaginary  pressure 
of  necessity  adopting  a  scneme  which  consideration  might  lead  us  to  think  ought  not  to  be 
adopted. 

2  July  1867.  (signed)         6?,  U.  Yak. 


Minute  by  the  Honourable  Sir  G.  U.  Yule,  k.c.s.i.^  dated  16th  July  1807. 

Admitting  the  present  system  to  be  opposed  to  the  correct  theory  in  regard  to  the 
connection  of  a  State  with  a  bank,  I  do  not  think  that  that  fact  alone  affords  sufficient 
ground  for  the  discontinuance  of  a  system  which  practice  here  has  shown  to  be  atttuded 
with  many  advantages.  The  theory  in  question  has  been  evolved  from  conditions  very 
different  from  those  existing  here.  The  difference  has  been  explained  in  the  Minutes  of 
His  Excellency  and  other  members.  In  order  to  justify  our  taking  this  theory  as  a  gui^l^ 
its  advantageous  application  under  these  different  conditions  ought  to  be  shown,  but  this 
has  not,  and  in  my  humble  opinion  cannot  be  done. 

ITie  surest  mode  of  securing  stabdity  to  any  banking  institution  would  be  to  secure 
thorough  and  continuous  inspection  and  control  by  ihose  most  interested.  The  difficulty  is 
to  effect  this  to  the  needful  extent.  The  private  direction  system  fails;  for  ignorance,  idle- 
ness, self-interest,  each  or  all  stand  in  the  way.  Audit  is  intended  to  be  a  check  on 
direction  ;  but  even  when  thoroughly  efficient  it  only  points  to  evils  already  begun,  it  ioe& 
not  prevent  them.  But  by  associating  Government  officers  with  commercial  men  in  * 
directing  body  the  evils  above-mentioned  are  veiy  much  mitigated ;  Bombay  pevents  me 
using  a  stronger  expression.  But  by  proper  precautions  the  opemtion  of  self-interest  in 
Government  directors  towards  the  ruin  of  a  bank  might  be  almost  entirely  eliminated,  aBU 
by  proper  selection  and  a  firm  performance  of  its  own  duty  by  Government,  the  otbt-r  evils 
might  be  reduced  to  a  minimum  as  compared  with  the  degree  to  which  they  exist  ni 
directing  bodies  without  an  infusion  of  Government  officers. 

1  hold,  therefore,  that  there  is  no  alternative  between  the  present  system,  by  which 
Government,  as  a  shareholder,  secures  the  right  of  inspection  and  control,  and  is  interested 
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ift  enforcing  them,  and  a  state  bank,  for  to  entmst  the  Government  balances  to  a  bank 
wiibout  Governn>eDt  directors,  and  <if  whose  affairs  Government  couW  know  nothing  except 
the  post  audit  rt^ports,  would  be  lo  incur  a  certain  and  ever-existing  risk  for  which  do 
advantasie,  that  I  can  see,  would  offer  any  compensation. 

But  leaving  the  general  question  aside,  I  hoM  that  at  the  present  time  it  would  be  a 
most  unjustifiable  act  on  the  pan  of  Goveri»naem  to  alter  in  any  areat  degree  the  basis  of 
the  present  system.  While  by  no  means  admitting  any  responsibility  on  the  part  of 
Goveranient  to  wake  good  to  the  shareholders  of  the  Bombay  bank,  the  losses  they  have 
incurred  by  the  gross  misconduct  of  the  directors,  still  as  the  losses  might  have  been 
prevented,  if  not  altogether,  nt  It-ast  to  a  yery  large  extent,  by  honest  and  firm  action  on 
the  pait  of  the  Government  directors,  which  action  it  w^is  th^ir  dtity  to  take  and  the  duty 
of  the  Bombay  Government  to  enforce  upon  them,  in  the  performance  of  both  wliich 
duties  there  was  an  utter  failure,  1  holH  that  the  Government  of  India  is  boand  to  assist,  in 
all  reasonable  ways,  the  unfortunate  shareholders,  and  it  cannot  do  this  more  reasonably, 
effeitnally,  and  economically  than  by  at  once  resolving  and  declaring  its  resolution  \o  take 
shiires  in  and  continue  its  business  with  a  bank  reconstrucied  on  such  terras  as  it  may 
approve  of,  with  a  view  to  enable  the  shareholders  in  time  to  recover  from  iheir  losses,  I 
have  in  a  former  memorandum  explained  why  I  strongly  objected  to  amalgamation  with  the 
Benp;al  bank;  and  if  at  the  same  time  Govf^rnment  took  measures  to  wif>e  off  some  portion 
of  the  discredit  attaching  to  it  from  the  mismanagement  of  the  Bombay  bank,  by  directing 
a  full  mquiiy,  or  better  still,  if  it  cotdd  be  done  by  causing  ti  at  inquiry  to  be  made  by  a 
criminal  court  in  the  process  of  trying  the  directors,  there  would  be  litde  fear  of  any  of  its 
directors  in  future  permitting  themselves  to  do  as  the  Bombay  directors  did. 

16  July  1867.  (signed)         G.  U.  Yule. 


MiRtTTE  by  the  Honourable  G.  N.  Tai/lor,  dated  16th  July  1867. 

It  may  be  true  that  in  theory  and  possibly  according  to  European  practice  generally,  it 
would  be  contrary  to  sound  piinciples  for  a  Government  to  become  a  shareholder  in  a  joint- 
stock  bank  or  other  similar  concern.  But  a  principle  which  may  be  perfectly  correct  and 
sound,  when  applied  to  institutions  in  Europe,  is  often  totally  inapplicable  and  even  dangerous 
under  the  very  different  circumstances  which  prevail  in  India.  The  present  is  I  think  a 
case  in  point.  There  is  very  little  analogy  indeed,  between  the  conditions  ia  the  face  of 
which  banking  operations  are  conducted  in  this  country  and  in  England  ;  and  consequently, 
the  position  which  it  is  proper  and  desirable  for  the  Government  to  assume  in  relation  to 
what  may  be  cnlled  a  national  or  State  bank  is  essentially  different 

I  so  thoroughly  concur  in  the  force  and  validity  ot  the  arguments  by  which  this  opinion 
is  maintained  in  the  minutes  of  the  Governor  General,  Sir  William  Mansfield,  and  Sir  H. 
Durand,  in  opposition  to  the  views  of  my  Right  Houourable  colleague  Mr.  Massey,  that  [ 
might  almost  content  myself  with  simply  expressing  a  hope  that  the  Home  Government  will 
pause  very  long  before  determining  that  the  Slate  shall  withdraw  from  any  of  the  existing 
establishments,  or  refuse  to  enter  into  a  new  ajjreement  on  similar  terms,  either  with  a 
reconstructed  or  amalgamated  Bank  of  Bombay. 

I  must,  however,  just  say,  that  whichever  of  these  alternatives  it  may  be  decided  to 
adopt,  either  scheme  will  fall  to  the  ground  if  Government  support  be  withheld.  I  think 
that  both  on  public  grounds  and  in  the  interests  of  shareholders  of  both  banks,  especially  of 
those  ol  Bombay,  to  whom  the  proposed  terms  of  union  appear  to  me  very  favourable,  the 
weight  of  argument  is  on  the  side  of  a  united  bank  in  preference  to  recoosiruction ;  but  it 
is  clear  to  me  that  there  can  be  neither  one  nor  the  other,  without  the  promise  of  a  coar» 
tinuance  of  the  existing  Government  connexion  witli  the  establishment. 

It  is  impossible  to  fore:eI  what  would  be  the  immediate  or  ultimate  effect  of  the  Govern- 
ment retiring  from  the  partnership  and  disposing  of  its  shares  in  the  old  concerns;  or  even 
of  the  announcement  of  its  refusal  to  continue  the  connexion  on  the  expiry  of  the  existing 
charters.  I  believe  that  such  a  course  would  not  only  materially  depieciate  the  value  of 
the  shares  at  once,  but  that  it  would  lead  to  a  very  general  and  lasting  feeling  of  mistrust^ 
which  it  would  be  most  inconvenient  and  impolitic  to  arouse.  The  shareholders,  especially 
those  in  the  services,  and  the  natives  generally,  would  lose  all  confidence  in  the  bank  as  a 
permanent  mode  of  investment,  would  take  the  earliest  opportunity  of  disposing  of  thek 
shares,  and  transfer  their  custom  to  other  establishments. 

Hie  Excellency  the  Governor  General  and  Sir  William  Mansfield  have  dwelt  very 
forcibly  on  the  moral  support  which  the  presence  of  the  Government  directors  imports  into 
the  conduct  of  the  banks  affairs.  Its  efiect  can  scarcely  be  overrated,  and  the  withdrawal 
of  this  support  could  not  fail  to  be  disastrous.  It  enables  an  able  and  conscientious 
secretary  to  oppose  successfully  any  measures  of  a  speculative  and  doubtful  character 
emanating  from  the  mercantile  directors,  which  might  prove  injurious  to  the  best  interests 
of  the  bank.  Dissever  the  Government  connexion  with  the  bank  as  a  shareholder,  and  you 
diminish  at  once  the  weight  and  authority  with  which  the  official  directors  are  now 
empowered  to  act  It  would  then  become  a  question  whether  the  cash  balances  should  be 
left  in  the  banks ;  but  assuming  that  they  will  be  so,  and  that  we  insisted  on  the  publi- 
Cfition  of  periodital  returns  and  a  strict  post  audit  of  the  accounts,  these  cheeks  would  be  of 
very  little  avail.  Our  representative  would  have  little  or  no  voice  in  the  direction  of  the 
1 33.  T  4  bank's 
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bank's  affairs ;  bavine  no  interest  in  it  beyond  the  safety  of  tbe  Government  deposit,  no 
one  would  listen  to  his  objections,  and  he  would  be  powerless  to  check  abuse,  because  the 
mischief  would  be  done  before  he  could  interfere. 

This  was  notably  the  case  as  regards  the  control  of  expenditure  on  our  Indian  railways : 
up  to  a  recent  date  there  was  a  post  audit  of  expenditure  by  our  consulting  engineer,  but 
it  was  found  that  millions  sterling  were  expended  in  defiance  of  his  control ;  and  that  when 
the  money  was  gone,  whether  there  were  sufficient  works  to  show  for  it  or  not,  it  was 
impossible  to  renise  audit  and  to  pass  the  amount  as  guaranteed  capital.  Under  present 
arrangements  the  control  of  the  Government  officer  is  much  more  effective,  his  previous 
authorisation  being  required  to  the  original  expenditure,  before  the  money  can  be  passed  to 
account  by  the  independent  auditor  of  the  company. 

The  case  is  an  illustration  of  the  necessity  of  prompt  and  vigorous  direction  in  the 
initiation  of  affairs,  if  we  wish  to  avoid  disaster,  which  I  trust  will  not  be  disregarded  in 
the  present  discussion. 

16  July  1867.  (signed)     G.  N.  Taylor. 


Minute  by  the  Honoumble  H.  S.  Maine,  dated  17th  July  1867. 

The  minutes  of  his  Excellency  the  Viceroy  and  of  his  Excellency  the  Commander-in- 
Chief  so  correctly  express  my  own  opinions,  that  I  do  not  propose  to  waste  time  by 
adding  more  than  a  few  words  to  this  discussion. 

Lit  me  observe,  however,  that  if  the  connection  of  the  Government  with  the  Presidency 
banks  is  to  cease  by  the  withdrawal  of  the  Govemmeut  directors,  considerable  ulterior 
changes  must,  as  it  appears  to  me,  take  place  in  the  direction  of  th<ise  banks.  Unlike  the 
other  prosperous  Indian  banks,  such  as  the  Oriental  Bank,  which  select  their  directors 
from  the  vast  field  of  the  London  commercial  world,  the  banks  of  Bengal,  Madras,  and 
Bombay  have,  if  the  Government  directors  be  eliminated,  a  direction  taken  exclusively  from 
the  comparatively  limited  communities  of  the  Presidency  towns.  I  have  not  a  word  to  say 
against  the  probity  of  the  gentlemen  who  form  the  non-official  element  in  the  direction ; 
but  still  I  can  scarcely  think  it  is  seriously  proposed  to  allow  a  mere  committee  of  Calcutta 
or  Madras  merchants  to  use  ai  pleasure  the  great  Government  balance  for  the  accommo- 
dation of  the  members  of  a  commercial  community  with  most  of  whom  they  are  in  more  or 
Jess  intimate  relations. 

The  suggested  plan  of  having  a  Government  auditor  without  power  of  direct  interference, 
but  reporting  regularly  to  Government  the  condition  of  the  bank's  business,  must  depend 
for  its  value  on  the  efficacy  of  the  remedy  which  is  to  be  applied,  in  case  the  auditor  reports 
that  the  business  is  unsatisfactorily  conducted.  That  remedy  is,  I  presume,  the  withdrawal 
-of  the  Government  balance ;  followed,  of  course,  immediately  by  the  collapse  of  the  bank, 
and  ir  all  probability  by  a  severe  commercial  crisis  throughout  India.  Nobody  who  has 
any  experience  of  the  Government  of  India  will  believe  that  there  is  the  smallest  prospect 
of  its  applying  a  remedy  entailing  such  consequences,  however  its  own  interests  may  be 
endangered  ;  and  the  directors  of  the  bank  will  oe  perfectly  well  aware  of  the  reluctance  of 
the  Government  to  save  its  balance  at  such  a  cost. 

I  do  not  believe  that  the  remedy  would  ever  be  employed,  but  I  will  go  further  and  say 
that  nothing,  in  my  opinion,  could  be  more  inequitable  than  iis  employment  I  do  not  think 
I  use  too  strong  language  when  I  describe  a  system  under  which  one  great  depositor 
protects  his  deposit  by  a  right  of  private  inspection,  confined  to  himself,  as  an  organised 
fraudulent  preference.  What  anomaly  involved  in  the  present  system  can  be  compared 
with  the  anomaly  of  giving  to  one  creditor  of  a  bank  the  command  of  perpetual  private 
information,  and  thus  enabling  him  to  save  his  stake  in  the  bank  at  the  cost  of  the  other 
creditors,  who  must  of  course  be  ruined  the  moment  he  acts  on  his  information  ? 

Under  present  arrangements  the  Government,  no  doubt,  practically  possesses  better  sources 
of  information  than  other  depositors,  but  the  unfairness  is  balanced  by  the  interest  which  it 
has  in  preserving  the  stability  of  the  bank  on  account  of  its  share  in  the  direction.  It  really 
«eems  that  no  option  is  left  to  us  beyond  the  maintenance  of  the  existing  system,  or  a 
I'eturn  to  the  system,  which  possibly  might  be  a  good  deal  improved,  under  which  the 
Government  retained  the  custody  of  its  own  balance.  If  the  safety  of  the  balance  were 
alone  in  question,  I  should  be  unhesitatingly  in  favour  of  the  Government  being  its  own 
banker;  but  I  perfectly  agree  with  the  opinions  which  have  been  expressed,  that  the 
utilization  of  the  balance  is  a  great  advantage  to  the  commerce  and  credit  ot  India. 

17  July  1867.  (signed)        H.  S.  Maine. 


Minute  by  his  Excellency  Sir  fF.  R.  Mansfield,  k.c.b.,  dated  18th  July  1867. 

Having  been  not  a  little  flattered  by  the  support  my  arguments  have  received  from  the 
Governor  General  and  my  honourable  colleagues,  I  should  have  refrained  from  adding 
another  word  to  the  discussion,  were  it  not  that  his  Excellency  has  raised  a  second  question 
to  which  the  Right  Hononrable  Mr.  Massey  has  not  adverted.  The  question  is,  which  is 
the  more  expedient,  the  amalgamation  of  the  Bengal  and  Bombay  banks,  or  the  recon- 
struction of  that  of  Bombay.    I  had  understood  that  we  were  to  refrain  from  the  formal 

consideration 
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consideration  of  this  part  of  the  subject  till  the  matter  should  be  finally  setthd,  so  far  as 
the  two  bunks  are  concerned,  by  the  meeting  of  the  Bombay  Bank,  which  is  announced  for 
the  12th  of  August. 

It  has,  however,  now  become  necessary  for  us  to  give  reasons  in  support  of  our 
opinions. 

I  am  in  favour  of  the  measure  of  amalgamation,  because  I  consider  a  larger  amount  of 
credit  will  attend  one  gre>it  bank  under  Government  auspices,  than  when  two  or  three 
institutions  exist  as  heretofore. 

These  institutions,  with  the  single  exception  of  that  of  Bengal,  have  been  solely  superin- 
tended by  the  local  Government  of  the  Presidency  concerned. 

The  Bank  of  Bengal,  owing  to  the  close  neighbourhood  of  the  Government  of  India, 
may  be  said,  I  believe  with  accuracy,  to  come  under  the  supervision  of  the  latter  in  its 
financial  department. 

It  will  not  be  thought  that  I  am  in  any  manner  depreciating  the  Governments  and  mer- 
cantile communities  of  the  minor  Presidencies,  when  I  state  my  conviction  that  this 
circumstance  gives  the  Bank  of  Bengal,  in  point  of  stability  and  therefore  of  credit,  an 
enormdus  advantage  over  its  fellows  of  Bombay  and  Madras. 

Having  myself  been  a  member  of  the  Bombay  Government  durinp;  the  years  immediately 
preceding  1865,  I  am  able  to  bear  personal  testimony  to  the  manner  in  which  a  local 
Government  can  hardly  fail  to  be  cariied  along  by  such  a  movement  as  we  witnessed  in 
those  years.  It  is  too  much  to  expect  from  human  judgment,  that  when  placed  in  the 
midst  of  such  circumstances  it  should  not  be  influenced  by  the  swelling  tide  around,  which 
is  felt  ahke  by  every  man  and  in  every  thing,  and  to  take  advantage  of  which,  in  the  public 
interest,  cannot  fail  to  be  the  object  of  every  Government. 

But,  after  our  experience  of  late  years,  I  think  that,  without  imputing  blame  to  any  one, 
we  may  fairly  say  that  whatever  machinery  may  be  set  up  by  law,  a  local  Government,  as 
now  constituted,  does  not  afford  the  drag  chain  which  is  sufficient  for  our  purposes,  when 
we  go  the  length  of  entrusting  our  balances  and  the  support  of  national  credit  to  a  Presi- 
dency bank  of  deposit. 

Now,  the  Government  of  India  is  elevated  above  the  excitement  of  a  local  money  market 
and  extravagant  commercial  local  enterprise,  and  consequently  escapes  the  influences  winch 
beset  a  local  Government.  In  addition  to  this,  the  Financial  Department  has  constantly 
before  it  the  questions  of  credit  and  currency  as  aflecting  the  whole  country,  of  which  the 
parts  re-act  on  one  another,  whereas  a  local  Government  only  knows  of  what  is  going  on 
in  one  of  the  parts,  i.  e.,  in  its  own  immediate  sphere  of  action. 

Thus  when  Bombay  ^ets  into  trouble,  the  financial  member  of  the  Governor  General's 
Council  must  provide  the  ways  and  means,  whether  it  be  the  Presidency  Bank  which  be 
called  upon  to  meet  a  sudden  run,  or  the  currency  department  which  is  short  of  bullion  and 
coin. 

Nevertheless,  according  to  the  existing  arrangements  of  separate  and  local  Presidency 
Banks,  the  financial  member  has  not  even  a  potential  influence  in  the  management  of  the 
Banks  of  Bombay  and  Madras  till  there  is  a  cry  of  peccavi  and  a  menace  of  immediate 
ruin.  He  is  then  allowed  to  advance  money,  and  to  lend  the  credit  of  the  whole  empire  in 
aid  of  the  bank  of  one  province,  but  even  then,  as  shown  by  our  correspondence  of  the 
last  two  years,  he  fails  in  obtaining  an  insight  into  the  aflairs  of  those  be  is  required  to 
save. 

The  Council  will  bear  in  mind  the  frequent  complaints,  that  notwithstanding  the  urgent 
representations  of  the  Financial  Department  for  more  than  a  year,  we  could  not  obtain  from 
the  Bombay  Government  that  information  which  could  alone  justify  us  in  continuing  the 
efibrts  made  by  the  Government  of  India  to  support  the  Bank  of  Bombay,  and  with  it  the 
credit  of  that  Pre^idency,  after  the  first  alarm  of  1866. 

This  appears  to  me  a  false  position  for  the  financial  department  of  the  Government  of 
India. 

For  reasons  not  dissimilar  to  those  adduced  in  my  first  minute,  it  seems  to  me  almost 
preposterous  that  the  Government  should  be  in  such  a  position  towards  a  minor  Presidency 
ana  its  bank  of  deposit. 

I  can  only  see  one  remedy,  viz.,  to  have  one  large  bank  for  all  the  Presidencies,  with 
which  alone  Government  should  deal  as  one,  instead  of  in  three  capacities,  as  at  present  It 
matters  little  where  the  head  quarters  are,  provided  that  the  great  central  Government 
authority,  which  is  responsible  for  credit  and  currency,  have  the  means  of  real  supervision 
thus  to  be  afibrded,  as  now  maintained  by  it  in  the  affairs  of  Bengal 

It  is  there  seen  that  I  prefer  the  measure  of  amalgamation,  which  I  understand  to  com« 
mend  itself  to  my  right  honourable  iriend  as  a  means  of  increased  security,  of  still  further 
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astoriDg  the  results  of  rigilance  on  the  part  of  tiie  Government  of  ludia,  and,  thereforey 
as  a  more  substantial  basis  of  credit. 

It  is  not  a  question  as  to  uhat  may  be  best  or  not  for  the  interests  of  existing  share- 
holdersy  but  w^at  is  best  for  the  Government  and  the  country^  in  the  disposition  of  impenal 
interests,  whatever  may  be  the  constitution  of  tlie  bank  which  f  jrmed  the  first  subject  of 
the  discussion. 

18  July  1867.  (signed)         TT.  B.  MansfiekL 


Telegram^  dated  6th  October   1867,  from  Governor  General  to  Secretary 

of  State. 

We  would  desire  an  early  expression  of  your  views  on  the  terms  to  be 
allowed  to  the  new  Bank  at  Bombay;  if  the  present  bank  goes  into  liquidation 
on  Ist  November,  and  no  arrangements  are  completed  by  that  date  for  the 
establishment  of  a  new  bank,  and  the  transfer  thereto  of  the  Government 
business,  we  shall  have  temporarily  to  establish  a  general  treasury  at  Bombay^ 
which  will  be  expensive  and  inconvenient. 


Telegram,  dated  10th  October   1867,  from  Secretary  of  State  to  Governor 

General,  Simla. 

I  OBJECT  to  Government  holding  shares  in  the  bank.  I  think  a  Govern- 
ment auditor  preferable  to  a  Government  director.  Government  of  Bombay 
has  been  informed  accordingly. 

My  views  in  regard  to  the  bank  will  be  communicated  by  a  Despatch  as 
soon  as  possible.  If  the  present  bank  goes  into  liquidation  on  1st  November, 
it  seems  inevitable  that  a  treasury  must  be  established  temporarily  at  Bombay. 
You  should  instruct  the  Government  of  Bombay  accordingly. 


Telegram,  dated  Poena,  4th  October  1867,  from  Governor  of  Bombay  to 

Secretary  of  State. 

Do  you  assent  to  the  continuance  of  Government  director  on  Board  of  new 
Bank  r  1  should  have  preferred  having  none,  and  will  try  to  arrange  it  so  if  you 
concur,  but  there  appear  to  be  difficulties. 


Teleqbam,  dated  10th  October  1867,  from  Secretary  of  State  to  Govamor  of 

Bombay. 

I  OBJECT  to  Government  holding  shares  m  the  Bank.     I  think  a  Govern- 
ment auditor  preferable  to  a  Government  director. 
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(Financial,  No.  368.) 

To  his  Excellency  the  Right  Honourable  the  Governor  General  of  India  in 

Council. 

Sir,  India  Office,  London,  24  October  1867. 

Para.  1.  I  have  considered  in   Council  the  financial  letters  .  Fi„.„ciai  Letter.  fo>m  Goyemment  of 
from  your  Government^  noted  in  the  margin,*  relating  to  the        India,  dated— 
afiairs  of  the  Bank  of  Bombay.  ^  ^^^^  "f '  ^l'  % 

23  ~  93 

2.  I  do  not  consider  that  any  advantage  would  attend  my  isApHi  -  ,!  T,  lis 
entering,  in  this  Despatch,  on  an  inquiry  as  to  the  past  mis-  gl  ^"°*  -  Z  I  i49 
management  of  that  Bank.  The  evils  to  be  guarded  against  in  3  jSy  -  ^  "  i56 
future  are  fully  apparent.  }|  ^     I  []  |'  }^ 

3.  In  regard  to  the  two  propositions  which  were  more  immediately  before 
your  Government,  viz.,  the  amalgamation  of  the  Banks  of  Bengal  and  Bombay, 
or  the  establishment  of  a  new  Bank  at  Bombay,  a  material  difference  of  opinion 
prevailed  amongst  the  members  of  your  Government  as  to  the  expediency  of 
government  holding  shares  in  any  bank,  and  the  several  Minutes  which  you 
have  forwarded  on  the  subject  have  received  my  attentive  consideration. 

4.  I  fully  admit  that  the  conection  of  the  Government  with  the  Presidency 
banks  is  calculated  materially  to  strene:then  the  confidence  of  the  public  in 
their  stability,  but  so  far  as  regards  holding  shares,  this  connection  is  objec- 
tionable in  principle,  and  has  led,  in  certain  cases,  to  grave  misap[>rehension. 
Nor,  in  order  to  secure  confidence  in  the  bank,  does  it  appear  to  me  that  it  is 
necessary  that  the  Government  should  hold  shares.  I  am  of  opinion  that  the 
same  effect  would  be  attained,  in  a  sufficient  degree,  if  arrangements  could  be 
devised  whereby  the  Government  should  always  be  supplied  with  timely  and 
accurate  information  as  to  the  mode  of  conducting  the  business  of  a  Presidency 
bank,  and  were  then  to  employ  it  as  the  Government  banker. 

5.  Entertaining  this  opinion,  although  I  am  aware  that  it  is  not  in  the 
povver  of  the  Government  to  withdraw  (at  all  events  immediately)  from  being  a 
shareholder  in  the  Banks  of  Bengal  and  Madras,  I  could  not  consent  to  the 
GU)vernment  becoming  a  shareholder  in  a  new  bank  to  be  established  at  Bom- 
bay or  elsewhere. 

6.  I  request,  therefore,  that  you  will  make  it  known  that  I  cannot  consent 
that  the  Government  should  take  any  shares  in  a  new  bank,  but  if  one  can  be 
established  on  a  satisfactory  footing,  and  if  the  shareholders  are  willing  to  agree 
to  such  conditions  as  the  Government  may  impose,  I  shall  not  object  to  place 
the  Government  banking  business  in  the  hands  of  the  new  bank. 

7.  Among  the  essential  conditions,  I  should  require  the  bank  to  agree  that  a 
Government  officer,  appointed  for  the  purpose,  should  at  all  times  have  free 
access  to  the  correspondence  and  books  of  the  bank,  and  that  tlie  bye-laws  of 
the  bank  should  be  approved  by  Government,  and  not  altered  without  their 
concurrence. 

8.  If  these  conditions  be  acceded  to,  it  would  be  necessary  for  you  to  appoint 
a  competent  officer  to  perform  that  duty,  and  I  regard  it  as  of  bo  much  impor- 
tance that  it  should  be  his  principal,  if  not  his  only,  employment,  and  you 
would  require  him  to  make  to  the  Government  of  Bombay,  weekly,  a  report  on 
the  proceedings  of  the  bank. 

9.  You  will  consider  and  report  to  me  what  further  conditions  it  may  be 
expedient  to  prescribe,  but,  keeping  in  view  the  above  instructions,  I  authorise 
you  to  enter  into  an  arrangement  with  the  bank. 

10.  It  will  be  obvious  that,  as  the  Government  will  not  tdke  shares  in  the 
new  Bank,  I  could  not,  in  fairness  to  the  community  of  Bombay,  allow  the 
Bank  of  Bengal,  in  which  Government  is  a  shareholder,  to  establish  a  branch 
at  Bombay. 
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11.  In  your  telegram  of  the  5th  instant,  you  request  early  instructions 
on  this  subject,  and  you  state  that,  if  the  present  bank  goes  into  Uquidatioa 
on  the  1st  November,  and  no  arrangements  are  completed  by  that  date  for 
the  establishment  of  a  new  bank,  and  the  transfer  of  the  Government  business, 
it  will  be  necessary  t)  re-establish  temporarily  a  Government  Treasury  at 
Bombay,  which  would  be  expensive  and  inconvenient. 

12.  I  had  previously  no  reason  to  anticipate  that  the  Bank  of  Bombay 
would  go  into  liquidation  on  the  Ist  November,  and  it  is  not  mentioned  in 
a  telegram  which  1  received  from  the  Government  of  Bombay  on  the  5th 
instant.  In  the  event  of  that  measure  being  found  necessary,  it  appears  to  me 
that,  as  an  engagement  with  any  bank  for  the  transaction  of  the  Government 
Treasury  business,  can  only  be  entered  into  after  mature  consideration  of  the 
conditions  to  be  required  by  Government,  it  will  be  necessary  to  establish, 
temporarily,  a  Treasury  at  Bombay,  and  you  have  been  advised  accordingly  by 
my  telegram  of  the  10th  instant. 

1  have,  &c. 
(signed)         Stafford  H.  Northcote. 


(Financial  Department,  No.  20,  of  1867*) 
To  the  Under  Secretary  of  State  for  India,  London. 

Letter  from  the  Secretary  and  Treasurer,  Bank  of  Bombay,  No.  576,  Romhav  Catjflp    Qtli  Tillv  1  Rfi7 

dated  16  AprU  1867,  with  Enclosnrea.  OOmoay  V^aSClC,  ytn  J  niy  1  »07 . 

Demi-official  letter  from  the  Right  Honourable  the  Governor  of  Bom-  q> 

bay  to  His  Excellency  the  Viceroy  and  Governor  General  of  India,  ^^^> 

dated  24  April  1867.  I  AM  directed  to  forward  to  you, 

a1mm^«  D^nfA^     Tdegram  from  His  Excellency  the  Viceroy  and  Governor  General  of  ^        -.u  /•!_•         i-iii* 

Already  Prmtcd,       ^^j^^  ^^^  g  ^^^  jgg^  for  the  purposc  of  being  laid  before 

Page  .  134-ixrt^from^uie^^^^^^  Her  Majcsty's  Principal  Secretary  of 

Page    -    124— Letter  from  the  Secretary  and  Treasarer,  Bank  of  Bombay,  No.  2,694,  State    for    India,    the    aCCOmpanyiDg 
dated  29  May  1867,  with  Enclosure.  POniPS    of  nnnpr«5   nntAH    in  fViP   mar- 
Reply  from  the  Government  of  Bombay,  No.  649,  dated  3  Jane  1867.  ^V^  papers   nOteU    in  tDC   mar- 
Page    -    137— Letter  from  the  Secretary  and  Treasurer,  Bank  of  Bombay,  No.  2,695,  gin,  reffardinff  the  Bank  of  Bombsy. 
dated  29  May  1867.  o             o  o  / 
Page    -    138 — Letter  from  the  Government  of  Bombay,  No.  650,  dated  3  June  1867. 
„              „      Letter  from  the  Secretary  and  Treasurer,  Bank  of  Bombay,  No.  2,858,                      I  haVC.  &C. 

dated  12  June  1867,  with  Enclosures.  /'c.;«.*%-a;i\  TivT     r    OL  Ci  * 

Psge    -    125— Letter  from  the  Sccreta^  and  Treasurer,  Bank  of  Bombay,  No.  3,007,  VSlgnea;  M .  J .  b  fiaW  iStewart^ 

dated  22  June  1867,  with  Enclosures.  Actino*  Chief  SporPtarv  tO 

Page    .    140-Reply  from  the  Government  of  Bombay,  No.  787,  dated  1  July  1867.  -cxl.i,iii^  v^uici  octrcmi  jr  lu 

Letter  from  the  Government  of  India,  No.  594,  dated  3  June  1867.  (jrOVemmcnt. 

Page    -    123— Reply  from  the  Government  of  Bombay,  No.  788,  dated  1  July  1867. 


(No.  676  of  1867.) 

To  F.  S.   Chapman^  Esq.,   Chief  Secretary  to  Government,   Financial    Department, 

Bombay. 

^^""^  Bank  of  Bombay,  Bombay,  16  April  1867. 

I  HAVE  the  honour,  by  desire  of  the  directors  of  the  bank,  to  slate  that  at  a  meeting  of 
the  shareholders  held  to-day  for  the  purpose  of  electing  a  director,  the  correspondecce  with 
ihe  Bank  of  Bengal,  regnrding  the  proposed  terms  for  the  amalgamation  of  the  two  banks 
(copy  herewith  enclosed),  was  duly  submitted  to  the  meeting  with  the  view  of  eliciting  an 
expression  of  their  views  on  the  subject. 

2.  The  terms  proposed  appear  not  to  meet  with  the  cordial  support  of  a  section  of  the 
commercial  public,  and  an  opinion  seemed  to  be  entertained  that  the  present  gharehoWcw 
should  be  invited  to  make  an  effort  to  subscribe  a  sufficient  amount  of  new  capital,  not  less 
than  50  lacs  of  rupees,  to  reconstruct  ihe  present  bank  rather  than  accept  the  terms  now 
offered  lor  the  anialgamation  with  the  Bank  of  Bengal. 

3.  Before 
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3.  Before  taking  such  a  measure  into  consideration  the  directors  were  anxious  to  obtain 
some  assurance  thai  in  the  evf  nt  of  their  beinsr  able  to  raise  60  lacs  of  rupees,  which  they 
consider  a  sufficient  amount  of  capital  to  commence  with,  towards  the  formation  of  a  new 
bank,  the  business  of  Government  would  be  continued  after  ihe  expiration  of  ihe  agreement 
in  March  next. 

4.  Should  Government  be  of  opinion  that  the  amount  of  paid-up  capital  in  the  new  bank 
should  exceed  60  lacs  of  rupees,  the  directors  wouM  be  glad  to  Imve  some  idea  of  tlie 
amount  which  in  the  opinion  of  the  Government  would  justify  a  renewal  of  the  agreement. 

6.  On  the  realisation  of  the  assets  of  the  present  bank,  a  further  sum  of  50  lacs  would 
be  called  up,  giving  a  total  capital  of  one  crore  of  rupees  for  the  new  bank. 

6.  The  directors  believe,  from  the  opinions  expressed  to  day,  that,  in  the  event  of  an 
assurance  of  this  kind  being  fc^iven  by  Government,  the  shareholders  in  Bombay  would  use 
every  efibrt  to  raise  the  requisite  amount  of  capital,  raiher  than  amalgamate  with  the  Bank 
of  Bengal. 

7.  As  the  secretary  to  the  Bank  of  Bengal  is  now  on  his  way  to  Bombay  to  consult 
with  the  directors  of  this  bank,  it  is  of  the  utmost  importance  that  an  early  reply  should  be 
given,  and  I  am,  therefore,  directed  most  respectfully  to  request  that  Government  will  be 
pleased  to  give  the  subject  immediate  attention,  and  favour  me  with  their  views  at  their 
earliest  convenience. 

I  have,  8cc. 
(signed)        J.  Stuart,  Secretary  and  Treasurer. 


To  John  Stuarti  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

My  dear  Sir,  Bank  of  Bengal,  Calcutta,  7  March  1867. 

I  HAVE  to  inform  you  that  the  demi-official  and  private  letter,  dated  2Bth  ultimo,  and 
addressed  to  Mr.  Cowie  by  Mr.  Stewart,  one  of  your  directors,  for  communication  to  the 
Board,  was  under  consideration  at  their  ordinary  weekly  meeting  of  this  forenoon.  In  the 
siderunt  of  28th  February,  the  same  subject  was  discussed;  and  as  you  will  tind  on 
reference  to  the  enclosed  Minute,  I  received  instructions  to  embody  in  the  present  foim  the 
memoranda  which  1  had  prepared,  and  which  I  read  to  the  directois  on  lliursday  last. 
The  Minute  has  been  adopted,  and  will  be  adhered  to  in  its  integrity  by  my  directors. 

I  am  now  desired  to  forward  it  to  you  accordingly,  with  the  following  explanations, 
viz.: — (1).  That  in  the  meantime  it  has  not  bt-en  made  public  here.  (2).  That  it  is 
conveyed  to  your  directors  in  confidence,  but,  on  the  understanding,  that  in  the  exercise 
of  their  discretion  they  maiy  communicate  the  whole,  or  such  portions  of  it  only  as  they 
may  rfeem  expedient,  to  the  meeting  of  your  shareholders,  which  has  been  fixed  for  the 
12th  instant.  I  am  to  add,  that  the  chief  reason  which  influences  my  diiectors  in 
observing  reticence  in  the  meantime,  is  a  desire  to  prevent  disturbance  iu  the  share 
marketii  of  the  thiee  Presidencies,  which  would  probably  ensue  on  a  premature  divulgence 
of  the  proposed  scheme  for  one  great  bank  of  India. 

I  have  transmittea  copy  of  the  Minute  to  our  friends,  the  Bank  of  Madras,  on  a  similar 
understanding.  You  are  doubtless  aware  that  the  Government  has  expiessed  a  desire  to 
consider  favourably  such  terms  as  may  be  mutually  agreed  on  between  the  Banks  of 
Bengal  and  Bombay.  The  absorption  or  non-absorption  of  the  Bank  of  Madras  does  not 
materially  affect  the  proposal. 

Kindly  telegraph  as  soon  after  receipt  as  possible,  whether  the  proposal  is  likely  to  be 
adopted ;    if    favourably    considered,    telegraph   the    word    "  Wilson,"  if  unfavourably^ 

Trevelyan,'*  if  accepted    heartily,  "  Massey,"  adding  any    explanation  which  you  may 


consider  necessary. 


I  remain.  See. 
(signed}         Geo.  Dickson^  Secretary  and  Treasurer. 


(No.  1328  of  1867.) 

To  the  Secretary  and  Treasurer,  Bank  of  Bengal,  Calcutta. 

Dear  Sir,  Bank  of  Bombay,  Bombay,  16  March  1867. 

I  HAD  the  honour  to  submit  to  the  directors  of  this  bank  your  letter  of  the  7th  instant, 
forwarding  memorandum  which  you  had  prepared  and  submitted  to  the  directors  of  the 
Bank  of  Bengal,  containing  terms  for  the  amalgamation  of  the  three  Presidency  banks. 

2.  In  reply,  I  am  instructed  to  state  that  my  directors  approve  generally  of  the  proposals, 
and  will  be  prepared  to  recommend  them  to  the  shareholders,  and  on  approval  by  them^ 
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to  transfer  the  business  of  this  bank,  on  terms  which   I  shall  now  proceed  to  state,  and 
which  do  not  in  any  material  point  differ  from  ihose  8u«rgested  in  your  minute. 

3.  Admitting  that  the  present  position  of  the  Bai.k  of  Bombay  renders  it  desirable 
that  immeHiate  action  should  be  taken,  the  di«ectors  propose  at  once  entering  into  nego- 
tiations with  your  directors,  on  the  understanding  that  a  new  bank  will  be  estabhshed  with 
the  object  of  absorbing  all  the  Presidency  bunks. 

4.  The  Bank  of  Bombay  will  transfer  to  the  Bank  of  Bengal  all  current  deposit  accounts 
on  receiving  authority  ft om  customers  to  do  so,  and  in  the  event  of  the  ass' ts  not  bnina 
realised  in 'sitfficient  time  to  meet  the  transfer  of  deposits,  the  Bank  of  Bengal  mghl 
possibly  b^  required  to  give  an  advance  to  the  extent  of,  say,  65  lakhs  .''upon  which  interest 
on  the  daily  baance  ^ould  be  paid  at  tiie  rate  of  6  per  cent,  per  annum\  This  advance 
to  be  secured  by  the  general  assets  of  this  ba  k,  the  estimated  value  of  which  is  173 
lakhs. 

6.  The  enclosed  balance  sheet,  marked  A.,  of  the  affairs  of  the  bank  on  the  2.^d  ultimo, 
the  last  subo»itted  to  Government,  and  the  statement  n  arked  B.,  showing  the  liabilities  and 
assets,  will  explain  more  clearly  the  exact  financial  position  of  the  bank's  outstanding 
liabilities  an  1  ability  to  meet  all  probable  demands.  The  current  tills  discounied  are  all 
payable  vyithin  the  next  three  months,  and  the  inland  bills  anti  hoondee-^  at  much  shorter 
terms. 

6.  It  is  very  possible  that  no  such  advance  will  be  required,  as  this  bank  is  daily  realising 
its  outstandinus,  and  may  be  in  a  positi(Mi  to  pay  off  all  liabilities  without  any  assistaoce, 
but  it  appears  necessary  to  point  to  the  possibility  of  such  a  contingency. 

7.  The  consent  of  Government  would  be  requested  for  the  immediate  tiansfer  of  all  their 
business  to  your  bank,  and  y<'U  would  have  the  benetit  of  all  profit  on  it  for  nearly  12 
months  before  the  expiration  of  the  agreement  with  this  bank. 

8.  The  Bank  of  Bengal  to  undertake  the  realisation  of  the  assets  of  this  bank,  say  173 
lakhs,  f»nd  to  be  allowed  a  commission  of  2  per  cent,  upon  tht-  amount  realised.  The 
current  advances,  say  72  lakhs,  which  are  all  considered  good,  to  be  realized  without 
charge  ;  and  the  Bank  ol  Bengal  to  incur  no  liability  whatever  in  respect  of  any  such  out- 
standiug. 

9.  The  amount  of  the  Bank  of  Bombay's  own  notes  still  in  circulation  is  91,800  rupees, 
of  which  it  is  believed  that  at  least  60,000  rupees  will  never  be  presented  for  pavmeiit;  the 
Bank  of  Bombay  to  get  credit  for  this  latter  sum. 

10.  The  capital  of  the  Bank  of  Bombay  as  realised,  to  be  paid  to  the  Bank  of  Bengal, 
say  10  lakhs  at  a  time,  and  scrip  to  be  issued  for  shares  with  100  rupees  paid  up;  and  so 
on  from  time  to  time,  as  further  portions  are  reali^ed,  the  amount  to  be  paid  to  capital 
Also  that  the  shareholders  of  the  Bank  of  Bombay  should  have  the  option  of  paying  up 
the  whole  or  any  portion  of  their  shares,  in  sums  not  less  than  200  rupees  per  share,  at 
once. 

11.  There  is  one  point  to  which  my  directors  would  specially  request  the  consideration 
of  your  Boatd,  that  is,  to  allow  the  shaieholders  of  the  Bank  of  feombay  to  contribute  their 

Capital  8,00  00  000  <ju<'ta  of  capital  rateaUy  to  the  capital  and  reserve  fund  of  the  Bank  of  Bengal,  viz.,  a 
ru^es.  Keaerve  httle  over  13  per  cent.,  and  that  the  one  crore  of  capital  to  be  contributed  by  our  present 
Fund,  40,00,000  shareholdtis  fehoud  le  at  a  rate  rot  exceeding,  say  16  per  cent,  premium,  this  privilege^ 
"ip^  however,  to  extend  only  to  such  poition  of  the  capital  as  may  be  paid  up  within  12  months 

from  the  execution  of  the  agreement.     All  .subsequent  payments  to  capital  account  lobe 

subject  to  the  rate  of  26  per  cent,  premium. 

12.  The  present  premises  at  Bombay  and  Kurrachee  to  be  taken  over  at  a  valuation  of 
parties  to  be  mntoally  chosen. 

13.  My  directors  desire  me  in  conclusion  to  recommend  to  the  favourable  consideratkm 
of  your  diiectors  the  greater  portion  of  the  oflScers  of  this  establishment. 

14.  The  business  of  the  ten  branches  still  o]  en  is  included  in  the  foregoing  figures,  and 
would,  as  a  matter  of  course,  be  transferred  along  with  this  office. 

16.  May  I  request  you  will  let  me  know  the  decision  of  your  bank,  by  telegram,  using 
the  same  cipher  mentioned  in  your  letter  of  the  7th  instant 

T  am,  &c. 
(signed)         J.  Stuart,  Secretary  and  Treasurer. 

P.S. — I  confirm  my  telegram  of  the  14th  instant. 

"  Directors  Wilson. 

"  president  will  telegraph  to  your  President."  /.  & 
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Sir,  Bank  of  Bengal,  Calcutta,  25  March  1867. 

I  have  to  acknowledge  receipt  of  your  No.  tsM*  dated  16ih  instant,  which  immediately 
after  receipt,  was  submiited  t()  a  special  lueeting'  of  the  diiectors.  The  lesult  of  their  deli- 
berations I  transuiitted  by  telegram,  bearing  date  22nd  instant,  as  per  copy  annexed. 

I  am  now  to  inform  yoii  that  the  director8,vvith  every  disposition  to  meet  the  reasonable 
wishes  of  your  Board,  are  clearly  of  opinion  that  the  alterations  and  modifications  suggested 
for  adoption,  do  n.aterially  affect  ihe  original  proposal,  ami  are  in  consequence  inad- 
missible. 

It  appears  to  my  directors  that  the  possible  contingency  of  this  bank  being  called  on  to 
advance  65  lakhs  (out  of  100  lakhs  paid  up)  on  the  security  of  assets  not  immediately 
available,  would,  in  the  event  of  its  becoming  a  re-ality,  inconveniently  hamper  the  position 
of  the  bank,  and  interfere  with  its  freedom  of  action  in  n^eeting  the  legitimate  requirements 
of  Bombay.  My  directors  are  further  of  opinion  that  it  will  best  suit  the  intercKis  and 
convenience  of  boih  parties  that  the  liqnidation  of  the  assets  of  the  Bank  of  Bombay 
should  not  be  undertaken  by  this  bank,  but  that  the  duly  and  responsibility  of  realismg 
them  should  rest  with  yourselves.  Any  assistance  which  can  be  conveniently  given  by  this 
bank  will  assuredly  not  be  withheld. 

With  regard  to  the  allocation  of  capital,  the  directors  adhere  to  the  conditions  embodied 
in  the  oiiirinal  proposal.  Conceived  in  a  liberal  spirit,  they  weie  offered  in  the  belief  that 
ihey  would  be  readily  accepted  by  your  direct«»r8  in  the  interests  of  their  shareholders. 
In  order  to  meet  their  convenience,  and  with  the  view  of  affording:  sufficient  time  for  the 
realisation  of  the  assets  of  the  Bank  of  Bombay,  my  directors  have  resolved  to  submit  the 
following  conditions,  as  subsidiary  to  the  original  proposal,  viz. : — 

Pnyment  of  50  lakhs  on  31st  December  1867,  at  25  per  cent,  premium. 
Payment  of  50  lakhs  on  31st  March  1868,  at  25  per  cent,  premium. 

In  the  event  of  any  portion  of  the  first  call  being  unpaid  on  31st  December  by  the  share- 
holders, and  taken  up  in  January  following  only,  then  40  per  cent,  premium  would  fall  to 
be  paid  on  the  same,  and  50  per  cent  premium  if  taken  in  February,  on  the  lapse  of  which 
month  forfeiture  would  follow.  In  like  manner,  similar  rates  would  be  exacted  on  the 
unpaid  portion  of  the  second  call  in  April  and  May,  followed  by  foifeiture  iti  June, 

Any  addition  to  the  amount  of  capital  already  assigned  to  the  shareholders  of  the  Bank 
of  Bombay,  w«>uld  be  unjust  to  the  shareholders  of  the  Bank  of  Bengal,  who  receive  only 
80  lakhs  of  new  capital,  whereas  those  in  the  Bank  of  Bombay  receive  100  on  preiibcly  the 
same  tenns  and  conditions,  if  paid  at  the  dates  first  givt  n  above.  The  proposal  of  adding 
13  lakhs  to  the  amount  assigned  has  therefore  been  declined. 

The  other  points  touched  on  in  your  letter  under  reply,  are  of  minor  importance,  and 
meie  mutters  of  detail,  which  had  better  be  left  over  in  the  njcantime.  My  directors 
are  not  prepared  to  give  an  undertaking  to  take  ovt  r  at  a  fixed  sum  the  amount  of  lost 
and  destroyed  notes  of  the  Bank  of  Bombay  still  outstanding  in  your  books.  They 
will,  however,  be  treated  as  belonging  exclusively  to  your  shareholders. 

The  premises  at  Bombay  and  Kurrachee,  as  stipulated  in  the  original  proposal,  will 
be  taken  over  on  valuation. 

'     I  shall  be  glad  to  hear,  by  telegram,  and  in  the  usual  cipher,  whether  the  proposals 
of  this  bank  are  now  Hkely  to  be  accepted  without  further  modification. 

I  am,  &c. 
(signed)         George  Dichson, 
The  Secretary  and  Treasurer,  Bank  of  Bombay,  Secretary  and  Treasurer. 

Bombay. 


(No.  1621  of  18(17.) 

To  the  Secretary  and  Treasurer,  Bank  of  Bengal,  Calcutta. 

Dear  Sir,  Bank  of  Bombay,  Bombay,  4  April  1867. 

YouB  letter  of  the  25ih  March  was  duly  submitted  to  the  Directors  of  the  Bank,  and 
after  giving  the  subject  their  best  consideration,  they  instructed  me  to  telegraph  to  you  on 
2nd  instant  as  follows: — 

"Wilson  to  your  letter  of  the  7th  March.     Your  reply  of  the  25th  indicates  some 
*'  misunderstanding  on  certain  points.     Can  Dickson  come  here  to  consult  ?*' 
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2.  The  object  of  this  message  was  to  assure  your  directors  that  there  was  every  dispo- 
sition on  the  part  of  my  director  to  treat  ihe  proposals  for  the  amalgamation  of  the  banks 
in  a  fair  and  liberal  spirit,  and  though   they  still  think  that  your  acceptance  of  the  terms 

}>ropo8ed  in  my  letter  of  tiie  16th  would  have  facilitated  matters,  with  the  view  of  avoiding 
urther  delay  and  discussion,  they  are  willing  to  «C(  ept  genemlly  the  terms  propo^^ed  in  your 
minute  of  the  1st  March.  They  are  however  of  opinion  that  the  details  of  the  anranire- 
ment,  especially  on  such  questions  as  the  liquidation  of  the  assets  of  this  bank  and  transfer 
of  busiiit^ss,  would  be  better  carried  on  bv  a  pei-sonal  interview  wiih  yourself,  and  are 
anxious  to  have  the  benefit  of  your  knowledge  and  experience  in  carrying  these  out 

3.  My  Directors  believe  that  arrangements  may  be  entered  into  with  this  Government  by 
which  the  proposed  advance  of  65  lakhs  may  be  reduced  to  about  17,  and  as  this  sum  could 
not  in  any  way  hamper  the  operations  of  the  btink,  they  do  not  anticipate  that  your  Board 
would  have  any  objections  to  grant  assistance  to  this  extent,  if  requiried  in  the  course  of 
liquidation,  but  I  must  again  repeat  what  I  stated  in  my  former  letter  that  there  would  be 
little  probability  of  any  advance  being  required. 

4.  We  were  anxious  to  obtain  for  our  shareholders  the  option  of  paying  up  their  propor- 
tion of  capital  at  latest  by  June,  so  as  to  benefit  by  the  dividend  in  December,  but  we  are 
willing  to  modify  this  proposal  so  far  as  to  limit  the  amount  of  capital  to  be  paid  on  that 
date  10  50  lakhsof  rupees;  the  Bomhay  shareholders  to  have  the  option  of  taking  up  their 
allotments  either  on  the  30th  June  or  31st  December  1867,  with  participation  in  dividend 
from  the  date  of  payment  This  seems  to  he  in  arcoidance  with  your  first  proposal,  and  we 
cannot  but  fear  that,  unless  such  a  concession  is  grnnted,  the  attempts  to  carry  out  the 
arrangements  are  likely  to  be  frustrated  by  the  opposition  of  our  shareholders. 

6.  With  regard  to  the  proposed  periods  for  payments  of  the  instalments  of  capital  by  the 
shareholders  of  the  bank,  the  directors  would  suggest  that  the  capital  should  he  paid  up 
on  the  following  dates  : — 

Fifty  lakhs  on  the  30th  June  1867. 
Fifty  lakhs  on  the  31st  December  1867. 

And  that  the  penalty  for  non-payment  within  one  month  after  due  date,  should  be  30  per 
cent,  premium,  and  during  the  second  month  35  per  cent,  premium. 

6.  There  appears  to  be  some  misunderstanding  regarding  our  views  as  to  the  proportion 
of  capital  to  be  allotted  to  the  shareholders  of  the  Bank  of  Bombay.  If  you  will  have  the 
goodness  to  refer  to  the  11th  para,  of  my  letter  of  the  16th  March,  you  will  i^bserve  that 
my  remarks  referred  to  the  rate  per  cent,  of  premium  at  which  the  Bombay  portion  of  the 
capital  was  to  be  subscribed,  and  not  to  the  amount  of  capital.  It  was  certainly  not  the 
intention  of  the  directors  to  ask  for  a  larger  share  of  the  capital  than  one  crore  of  rupees, 
but  they  suggested  that  it,  as  well  as  the  80  lakhs  to  be  raised  in  Bengal,  should  be  contri- 
buted, bearing  a  premium  of  15  per  cent,  only,  and  not  25  per  cent.  This  proposal  was 
however  withdrawn  by  my  telegram  of  the  25tn  March  to  you. 

7.  My  directors  are  far  from  wishing  to  extend  the  negotiations  by  asking  for  any  un- 
reasonable modifications,  but  they  cannot  help  feeling  that  ihere  will  be  considerable  oppo- 
sition on  the  part  of  the  shareholders  to  the  terms  now  ofiered. 

I  am,  Sec. 
(signed)        J.  Stuart,  Secretary  and  Treasurer. 


The  following  Telegrams  have  been  received  from  the  Bank  of  Bengal : — 

"  CalcuUa,  4  April  1867. 
'*Mr.  Dickson  prepared  to  go  to  Bombay,  but  cannot  leave  until  the  15th.    Directors 
wish  to  have,  in  the  interim,  a  written  reply  on  points  indicated  in  your  telegram  of  the  2nd.' 

''Calcutta,  11  April  1867. 
*'YouB  letter  of  the  4ih  received.  Directors  agree  generally  to  accede  to  your  proposals 
in  4tli  and  5th  paragraphs,  with  alternative  proposal  of  40  lakhs  to  be  paid  by  each  bank  in 
June.  Leave  minor  details  for  personal  interview ;  whole  offer  contingent  on  Government 
isanction  to  this  bank  to  commence  operations  under  provisional  agreement  in  Bombay  on 
l8t  July  next.     Telegraph  date  of  meeting  of  your  shareholders." 
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Extract  from  a  demi-official   Letter  from  His  Excellency  the  Governor  of  Bombay  to 
His^  Excellency  the  Viceroy  and  Governor  General  of  India,  dated  24th  April  1867. 

I  AVAIL  myself  of  your  invitation  to  wiite  to  you  privately  when  I  think  it  desirable  to 
do  so,  in  preference  to  making  an  official  communication  to  you  in  the  ordinary  course. 

You  will  perceive  by  the  enclosed  letter  from  the  Secretary  of  the  Bank  at  Bombay,  and 
have,  perhaps,  already  learnt  from  other  sources — 

1.  That  considerable  opposition  is  manifested  to  the  proposed  amalgamation  of  the 
bank  with  the  Bank  of  Bengal. 

2.  That  the  directors,  and  most  probably  a  majority  of  their  constituents,  are  of 
opinion  that  a  reconstituted  Bank  of  Bombay  might  satisfactorily  commence  business 
with  a  fresh  capital  of  50  lacs  of  rupees  paid  up,  and  a  further  sum  of  about  50  lacs 
to  be  added  on  the  realisation  of  the  assets  of  the  present  bank :  and 

3.  That  the  shareholders  in  Bombay  on  receiving  an  assurance  tliat  the  business  of 
the  Government  would  be  continued  to  a  reconstituted  bank  would  use  every  effort  to 
raise  the  re()uisite  capital,  rather  than  amalgamate  with  the  Bank  of  Bengal. 

The  directors  do  not  state  whether  or  not  they  believe  that  the  efforts  of  the  shareholders 
would  probably  be  successful,  though  I  am  informed  there  is  every  reason  to  believe  ihat 
they  would  ;  and  it  may  ^be  observea  that  an  equal,  or  even  larger,  amount  will  be  required 
to  be  forthcoming  in  the  event  of  an  amalgamation  as  the  contribution  on  the -part  of  the 
Bombay  shareholders  to  the  augmented  capital  of  the  new  bank. 

I  refrain  from  offering  an  opinion  at  the  present  moment  as  to  the  relative  advantages 
which  the  public  at  large  may  expect  to  derive  from  the  reconstruction  of  the  Bank  of 
Bombay  on  the  one  hand,  or  on  the  other  hand  from  the  establishment  in  Bombay  of  a 
new  branch  of  an  amalgamated  bank  of  India.  For  even  if  it  be  assumed  that  a  prefer- 
ence oupht  lo  be  given  from  gent  ral  considerations  to  a  local  bank  closely  connected  with 
the  commerce  of  Bombay,  supported  and  administered  by  men  identified  with  the  interests 
and  advancement  of  the  city,  the  advisability  of  reconstruction  at  the  present  moment  must 
clearly  depend  in  a  cireat  measure  on  the  support  that  the  reconstructeJ  bank  may  obtain 
from  the  public  at  the  commencement,  and,  in  the  opinion  of  the  director-i,  this  must  depend 
mainly,  if  not  entirely,  upon  the  continuance  to  the  bank  of  the  Government  business  as 
regards  the  custody  of  the  Treasury  balances. 

It  is  with  reference  to  this  point  that  I  am  anxious  to  have  your  opinion,  and  to  obtain  it, 
if  you  will  be  good  enough  to  give  it  me  confidentially  in  this  unofficial  form.  It  would 
obviously  be  most  unfortunate  for  the  shareholders  of  the  bank  if,  while  the  question  of 
amalgamation  is  still  unsettled,  and  while  any  of  the  conditions  are  unascertained,  it  should 
be  officially  announced  by  the  Government  of  India  that  so  little  confidence  can  be  felt  in 
the  future  management  of  a  bank  at  Bombay  that  they  decline  to  sanction  the  custody  of 
the  Treasury  balances  being  given  to  the  new  bank,  a  privilege  which  has  been  possessed  by 
the  former  bank  for  many  years,  and  is  continued  to  the  existing  establishments  in  Calcutta 
and  Madras.  On  the  other  hand,  if  the  opinion  of  the  Government  of  India  be  adverse  to 
the  continuance  of  this  privilege  to  a  new  bank,  it  will  not  be  difficult  for  me  to  discourage 
and  stay  the  ai tempt  at  reconstruction  without  a  refusal  being  given  officially  in  a  manner 
to  prejudice  the  interests  of  the  existing  shareholders. 

May  I  ask  yon  therefore,  whether,  if  this  Government  is  satisfied  by  careful  examination 
that  the  general  feeling  is  adverse  to  amalgamation,  and  that  the  reconstruction  of  the  Bank 
of  Bombay  would  be  generally  supported  and  conUI  he  effectively  carried  out,  provided  that 
it  has  continued  to  it  the  custody  of  the  Treasury  balances,  and  is  therefore  prepared,  upon 
a  full  consideration  of  all  the  circumstances,  to  recomnienti  to  the  Government  of  India 
that  an  assurance  to  that  effect  should  be  given  to  the  directors,  the  Government  of  India 
would  give  its  assent  to  such  an  arrangement. 

As  you  will  see  by  the  letter  of  the  Secretary,  time  presses,  and  an  early  ar)swer  is 
requested  from  this  Government.  May  I  beg  you,  therefore,  to  send  me  a  reply  by  cipher 
telegram,  as  soon  as  possible. 

I  fear  you  will  think  I  have  somewhat  abused  your  permission  to  write  to  you  direct,  but 
the  importance  of  this  question  of  the  re-establishment  of  our  bank,  either  by  amalgamation 
or  otherwise,  is  so  important  that  I  feel  sure  you  will  pardon  the  length  at  which  I  have 
been  obliged  to  write. 


Telegram,  dated  8th  May  1867. 
From  Simla  to  Bombay. — From  the  Viceroy  to  Governor. 

The  proposal  to  merge  the  Bank  of  Bombay  with  the  Bank  of  Bengal  originated  with 
the  directors  of  the  former  bank.  The  Government  of  India,  without  committing  them- 
selves  to  the  policy  of  an  amalgamated  bank,  consented  to  the  proposed  negotiation  as 
apparently  the  only  means  of  extricating  the  Bank  of  Bombay  from  its  difficulties.     But 

133.  X  if 


Digitized  by 


Google 


i62  CORRESPONDENCE,  &c.  RELATIVE  TO  THE 

if  the  shareholders  in  the  bank  and  the  capitalists  of  Bombay  are  prepared  to  reconstruct 
the  bank  upon  an  adequate  basis  of  paid  up  and  subscribed  capital  to  the  extent  of  one 
million,  60  lacs  to  be  paid  up  on  the  Ist  of  August  and  60  lacs  in  March  next,  at  the  expi- 
ration  of  the  present  agreement,  the  Government  will  not  be  indisposed,  subject  to  the 
approval  of  tlie  Secretary  of  State,  to  entrust  the  Treasuiy  balances  to  the  new  batik. 


(Financial  Department. — No.  649  of  1807.) 

To  the  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Bombay  Castle,  3  June  1867. 

I  AM  directed  by  the  Kight  Honourable  the  Governor  in  Council  lo  acknowledge  the 
receipt  of  your  letter,  No.  2694,  dated  tlie  29th  ultimo,  forwarding  a  copy  of  the  proposals 
for  the  amalgamation  of  the  Banks  of  Bengal  and  Bombay. 

I  have,  &c. 
(signed)         M,  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 


(Financial  Department. — No.  594  of  1867.) 

To  the  Chief  Secretary  to  the  Government  of  Bombay. 

Sir,  -  Simla^  3  June  1B67. 

With  reference  to  previous  correspondence,  I  am  directed  to  request  that,  with  tite 
permission  of  his  Excellency  ttie  Governor  in  Council,  the  Government  of  India  may  be 
informed  whether  the  directors  of  the  Bank  of  Bombay  have  determined  on  the  course  to  be 
punsued  in  reference  to  the  winding-up  of  the  affairs  of  the  existing  bank,  the  re-establish- 
me&t  of  the  Bank  of  Bombay  on  a  new  ba>is,  or  its  amalgamation  with  the  Bank  of  Bengal. 
Any  arrangements  for  these  objects  which  may  be  determined  upon  should  be  at  ouoe 
communicated. 

I  have,  &c. 
(sij^ned)         E.  H.  Lushington, 
•  Secretary  to  the  (Jovernment  of  India. 


(Financial  Department.— No.  22  of  1867). 

To  the  Under  Secretary  of  State  for  India,  London. 

Sir,  Bombay  Castle,  24  July  1867- 

In  continuation  of  my  letter  No.  20,  dated  the  9th  instant,  I  am  directed  by 

Letter  from  the  SecreUry  and  Treasurer,  Bank  of  Bombay,   the    Right    HoilOUrablo    tlie  Govemor   in  Oouiicil  tO 

No.  3207,  dated  6  July  1867.  „    ^      »t     •     ^  ^  forward  to  you,  for  submission  lo   Her   Majesty's 

i8^Jf?i8r  '''"  ^^^•™"*'  ^  ^"^"^^  """•  "'  '"^  Principal  Secretary  of  State  for  India,  the  accom- 
panying copies  of  further  correspondence  regarding  the  Bank  of  Bombay. 

I  have,  &c. 
(signed)        H.  E.  Jacomb^ 
,  for  Acting  Chief  Secretary  to  Government 
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(Na  3207  of  1867.) 

M,  J.  Shaw  Stewart,  Esq.,  Acting  Chief  Secretary  to  Govcf'nmenL 

Sir,  Bank  of  Bombay,  Bombay,  6  July  1867.. 

In  reply  to  your  leHer  No.  787,  dated  the  1st  instant,  which  was  duly  submitted  to  the 
consideration  of  the  diiectors  of  the  bank,  I  am  instructed  to  state  that  there  appears  to  be 
some  misunderstanding  as  to  tlie  purport  of  my  letter  No.  3007,  dated  22nd  ultimo. 

In  the  preami)le  of  the  terms  for  the  amalgamation  of  the  two  bunks.  Appendix  A,  it  is 
there  stateH,  among  other  things,  that  the  proposal  is  subject  to  the  approval  of  Govern- 
ment, **  and  the  concession  by  them  of  certain  privileges  contemplated  in  the  formation  of  a 
new  bank.*' 

The  concessions  therein  referred  to  are  certain  privileges  at  present  enjoyed  by  the  Bank 
of  Bengal,  and  which  it  is  considered  desirable  that  the  Government  of  India  should 
continue  to  the  amalgamated  bank,  and  not  to  any  particular  privileges  to  be  granted  by 
this  Government  beyond  the  continuance  of  the  Government  business. 

The  concesi^ions  asked  by  the  directors  on  behalf  of  the  Bank  of  Bombay,  and  referred 
to  in  my  letters,  Nos.  2605  and  2858,  of  29th  May  and  12(h  ultimo,  were  assistance  either 
by  a  guarantee  or  a  cash  payment,  to  enable  the  bank  to  pay  off  all  liabihties  to  the  pnblic 
as  soon  as  it  was  determined  to  place  the  bank  in  liquidation.  This  assistance  will  be 
necessary  in  either  case,  whether  the  bank  is  reconstructed  as  a  new  local  bank,  or  amalga* 
mated  with  the  Bank  o\  Bengal. 

The  directors  would,  therefore,  again  most  respectfully  request  to  be  favoured  uith  the 
early  views  of  Government  on  the  proposed  scheme  for  amalgamation,  as  unless  the 
amalgamation  takes  place  before  30th  September  the  shareholders  of  the  Bank  of  Bombay 
will  be  precluded  from  participation  in  the  profits  of  the  amalgamated  bank  for  the  present 
year. 

I  am,  &c. 
(signed)        J.  Stuart, 

Secretary  and  Treasurer. 


(Financial  Departnoent. — No.  3  p  of  1867.) 

To  •/.  Stuart,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Poona,  18  July  1867. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter  No.  8,207,  dated  the  6ih  instant, 
and  to  send  you  the  followinn;  reply,  which  would  have  been  earlier  conveyed  to  you,  but 
that  his  Excellency  the  Governor  in  Council  was  led  to  expect  a  further  communicaiion 
from  the  Committee  of  the  shareholders  of  the  bank. 

2.  In  the  absence  of  any  such  communi(atiou,  I  am  now  to  inform  you  that  hi^ 
Excellency  the  Governor  in  Cou^)cil  feels  himself  obliged  to  adhere  to  the  determination  to 
express  no  opinion  as  to  the  terms  of  amalgamation,  until  it  is  clear  that  that  course  has 
been  definitively  adopted  by  the  shareholders,  and  that  the  plan  of  reconstruction  has  been 
abandoned. 

3.  It  is  true  that  in  your  letter  above  referred  to,  the  directors  do  not  ask  from  the 
Government  to  declare  their  pnference  or  otherwise  for  a  plan  of  reconstruction  or  amalga- 
mation, but  only  an  opinion  as  to  certain  proposed  terms  on  which  it  is  proposed  the  banks 
siiould  amaiganiate. 

4.  But,  in  the  first  place,  this  is  a  question  purely  for  the  decision  of  the  shareholders  ; 
and,  in  the  seconrl,  if  the  Government  were  now  to  express  an  opinion  unfavourable  to  the 
scheme  of  amalgamation,  and  the  result  should  be  that  that  scheme  was  set  aside,  and  if 
(\irther,  the  sharehoUers  shotiid  hereafter  fail  to  subscribe  the  necessary  capital,  the  charge 
migbt,  with  soud  |Jaus*bility,  and  at  any  rate  certainly  would  be  made  that  the  Govern- 
ment bid  induced  the  shareholders  to  refuse  the  assistance  thtti  was  tendered  to  them,  aod 
which  might  have  relieved  them  from  their  diflSculties.  If,  on  the  other  hand,  the  opinion 
of  ihe  Gnvernment  was  favourable  to  the  terms  of  amalgamation,  without  doubt  it  would  be 
stated  that  reconstruction  was  abandoned,  not  lor  any  indisposition  on  the  part  of  the 
commercial  community  to  support  such  a  scheme,  but  from  the  opposition  of  th*f  Govern- 
ment, or  their  preference  for  amalgamation. 

6.  It  would,  doubtless,  be  competent  for  the  Government  to  express  an  opinion  as  to  the 
policy  relatively  of  amalgamation  or  reconstruction,  but,  in  his  Excellency's  opinion,  such 
an  intimation  would  be  inexpedient  at  the  present  time,  and  might  probably  lead  hereafier 
to  misapprehension  of  the  position  and  obligation  of  the  Government  with  relation  to  the 
biuk. 

6.  I  am  desired  further  to  point  out  to  the  directors  that  his  Excellency  the  Govt  rnor  in 
Council  is  still  without  any  reply  to  the  letter  I  had  the  honour  to  address  you  nnder  date 
the  18ih  May  last,  in  which  the  opinion  of  the  Ooverument  of  India  as  to  the  conditions 
necessary  for  a  reconstruction  of  the  bank,  was  conveyed  to  the  directors. 

133.  X  2  7.   It 
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7.  It  is  possible  that  the  directors  may  consider  those  conditions  too  onerous,  or  such  as 
to  forbid  the  re-cstnblishment  of  the  bank,  but  it  is  impossible  for  his  Excellency  to  make 
any  representation  of  tiieir  views  to  the  Government  of  India  in  the  absence  of  any  com* 
mnnication  from  them  to  that  effect. 

8.  His  Excellency  the  Governor  in  Council  i"»,  therefore,  of  opinon  that  it  U  for  the 
directors  and  their  shareholders  to  determine  what  is  most  desirable  for  the  interest  of  the 
bank,  and  what  it  is  within  their  means  to  effect.  It  will  be  for  the  Government  afterwards 
to  faciliiate  the  fulfilment  of  that  decision  by  such  means  as  may  be  properly  within 
their  reach^  and  in  the  manner  most  calculated  to  serve  the  mercantile  interests  of 
Bombay. 

9.  I  am  desired  further  to  point  out  to  you  that  a  reference  to  the  papers  communicated 
to  Government  on  the  22nd  ultimo,  will  show  that  there  was  lio  misunderstanding  on  the 
part  of  Government  as  to  the  concessions  which  it  was  proposed  that  the  Government 
should  make,  and  subject  to  which  it  was  stated  tliat  the  proposal  for  amalgamatijn  was 
made. 

10.  In  your  letter  of  22nd  ultimo  two  papers  were  enclosed,  respectively  marked 
Appendix  A  and  Appendix  B.  The  former  contains  the  proposal  for  the  amalgamation  of 
the  banks,  and  is  declared  to  be  subject  to  the  concession  by  Government  of  certain  privi- 
leges contemplated  in  the  formation  of  a  new  bank.  The  second  enclosure,  Appendix  B, 
marked  "  Plan  for  the  fortnaiion  of  a  new  bank,"  sho»vs  what  those  concessions  were,  viz., 
that  Government  should  consent  to  trfinsfer  their  account  to   the  new  bank  for  a  fixed 

Eeriod,  and  on  terms  favourable  to  the  bank,  and  to  continue  their  interest  therein  as  share- 
olders.  It  was  not  the  object  of  his  Excellency  the  Governt)r  in  Council  in  my  letter  of 
1st  instant  to  express  any  opinion  adverse  to,  or  to  throw  any  difficulty  in  the  way  of,  an 
amalgamation.  The  extension  of  some  of  these  privileges  might  be  advisable,  of  others  it 
might  not ;  but  it  appeared  to  his  Excellency  that  it  wa^  desirable  to  guard  against  the 
inference  being  drawn  from  thc'Silence  of  tlie  Government  on  this  point,  that  this  basis  for 
amalgamation  was  tacitly  accepted,  and  that  it  would  be  considered  necessary  or  expedient 
to  make  all  these  concessions  in  order  to  secure  the  extension  of  an  existing  and  flourishing 
institution,  even  if  it  were  thought  advisable  to  give  them  an  establishment,  which  it  requ'res 
the  exeriions  of  all  interested  to  replace  on  a  satisfactory  footing. 

11.  Beyond  this  intimation,  which  seemed  necessary  to  prevent  misapprehension,  his 
Excellency  must  decline  to  give  any  opinion  as  to  the  proposed  scheme  of  amalgamation. 
It  is  as  clearly  for  the  directors  and  shareholders  to  decide  whether  the  scheme  proposed  is 
for  their  interest  as  it  is  also  clear  that,  whatever  concessions  may  be  made  by  the  Govern- 
ment, it  is  to  their  own  exertions  and  ability  to  find  a  sufficient  amount  of  capital  that  they 
must  look,  to  secure  the  establishment  of  a  new  bank. 

I  have,  &c. 
(signed)         M.  J.  Shaw  Stuart, 
Acting  Chief  Secretary  to  Government. 


(Financial  Department.— No,  19  of  1867) 
To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London. 

Right  Honourable  Sir,  Bombay  Castle,  9  September  1867. 

We  have  the  honour  to  forward,  for  your  information,  the  accompanying 

1.  Telegram  from  the  Government  of  India,  dated  U  August   COpicS  of  the  Correspondence*  between  this  GoVCm- 

2.  MiiSte'by  his  ExceUency  the  Right  Honourable  the  Go-  "^^nt  and  the  Government  of  India,  relative  10  a 

vemor,  dated  15  Auguit  1867.  petition  made  by  the  shareholders  of  the  Bank  of 

3.  Minute  by  the  Honourable  B.U.ElUs, dated  13  Aagust  1867.    |j^_u^„  r^^    4U  .    «wv^^:«*^^«.«.  ^^   ^  n^^^lr^^i^^    Uv 

4.  Minute  by  the  Honourable  Mr,  Mansfield,  dated  16  August    Uombay  for    the    appointment  of   a  CommiSSlOn    bjT 

e  m  }^^^'        .    ,r.  ^  ^  ^       ,  Government  to  inquire  into  the  transactions  which 

o.  Telegram  to  the  Viceroy    and    Goremor    General,    dated   •  ij-i  i.^i.Lir 

17  August  1867.  have  resulted  m  a  loss  to  the  bank  of  a  very  con- 

^'  i^jtotheGoTernmcntofindia,No.M^^^  siderable  proprotiou  of  its  capital, 

1867,  forwarding  copies  of  the  above  Mmntes.  r      1  r        « 

2.  A  petition  signed  by  several  shareholders  has  been  received  from  the 
secretary  and  treasurer  to  the  bank,  but,  pending  the  receipt  of  a  reply  from 
the  Government  of  India,  no  answer  can  be  given  to  the  memorialists. 

We  have,  &c. 
(signed)         IVm.  R.  Seymour  V.  Fitzgerald. 
JR.  Napier. 
B.  H.  Ellis. 
S.  Mansfield. 
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Telegram  from  the  Government  of  India,  dated  14th  August  1867. 

From  Simla,  To  Bombay. 

From  Governor  General  in  Council,  To  his  Excellency  the  Governor. 

We  think  that  the  demand  of  the  shareholders  at  ihe  half-yearly  meeting  for  a  full 
inquiry  into  the  transactions  which  have  resulted  in  the  loss  of  three-fourths  of  the  capital 
of  the  bank  should  be  promptly  met  by  the  appointment  of  an  impartial  committee  with 
full  powers.  We  shall  be  glad  to  learn  what  course  you  propose  to  take  with  reference  to 
this  subject,  which  ap|)ears  to  us  one  of  urgent  importance. 

14  August  1867. 


Minute  by  His  Excellency  the  Right  Honourable  the  Governor,  date  J  16th  August  1867. 

Before  replying  to  the  ai companyin<r  telegram,  whiih  I  have  this  morning  received,  I 
should  be  obliged  if  my  colleagues  would  give  me  their  written  opinion  upon  it,  so  as  to 
enable  me  to  t»end  an  arswer  to  day. 

2.  I  have  already  expressed  my  own  opinion  on  a  letter  to  our  Acting  Chief  Secretary, 
which,  I  believe,  has  been  submitted  to  them,  that  it  is  not  desirable  to  assent  to  the 
petition  of  the  shareholders  and  appoint  a  commission. 

3.  There  is  no  reason  to  suspect  tiiat  there  is  anything  to  distinguish  the  case  of  the 
Bank  of  Bombay  from  that  of  any  other  joint-stock  company  which,  in  a  period  of  com* 
mercial  excitement  and  general  sjieculation,  has  overtraded.  If  there  be  any  distinction  to 
be  drawn  it  is  that,  though  the  shareholders  have  suffered  so  grievously*  there  arc  assets  to 
nmeet  the  liabilities.  Probably,  some  astounding  cases  of  the  recklessness  with  which  credit 
was  given  might  be  shown, — ^^vhere  parties  not  worth  a  pie  obtained  credit  for  lacs.  But, 
except  for  a  sensation,  I  do  not  know  of  what  use  such  anecdotes  (for  they  would  amount 
to  nothing  more  now)  would  be;  and  if  there  are  such  cases,  the  shareholders  have  but  to 
examine  their  own  books  to  obtain  the  necessaiy  evidence  of  them. 

4.  It  may  be  considered  possible,  or  likely  (though  I  have  never  heard  it  alleged),  that 
the  directors  themselves,  or  those  closely  connected  witii  them,  have  improperly  obtained 
credit  from  the  bank  without  sufficient  security.  If  this  be  so,  a  committee  of  the  share- 
holders, by  dn  examination  of  the  books,  can  establish  it  as  easily  as  a  Government  Com- 
mission. 

5.  If,  however,  there  be  any  reason  to  think  that,  beyond  an  improper  giving  of  credit 
on  speculative  or  insufficient  securities,  there  ha^  been  corruption  or  fraud  among  the 
directors  or  officials  of  the  bank,  or  any  fraudulent  combination  among  others  to  obtain 
credit  from  the  bank,  then  no  investigation  would  be  of  any  use  that  was  not  searching  and 
complete,  and  I  have  no  ability  to  arm  a  commission  with  the  powers  necessary  for  the 
purpose.  An  investigation  that  was  not  made  under  such  powers  would  do  more  harm  than 
good.  It  would  appear  to  have  a  weight  and  authority  by  its  connection  with  Govern* 
ment  which  it  was  not  entitled  to,  while  the  conclusions  derived  from  it  would  be  worthless, 
and,  if  they  affected  individuals,  would  be  impugned,  either  on  the  one  side  or  the  other,  as 
being  based  on  evidence  that  was  either  partial  or  incomplete. 

6.  No  investigation  by  a  commission  can  be  complete  unhss  that  commission  has  power 
to  compel  the  attendance  of  witnesses,  tl»e  production  of  all  papers,  voucher-,  and  books, 
and  to  examine  on  oath. 

7.  An  Act  of  the  Lejiislaiive  Council  might  give  these  powers  within  the  Presidency  only; 
an  act  of  the  Legislative  Council  of  the  Governor  General  would  give  the  more  extended 
power  throughout  India;  but  neither  could  enable  the  commission  to  examine  parties  in 
England,  where,  perhaps,  the  most  important  evidence  might  have  to  be  obtained,  and 
without  which  the  inquiry  could  not  be  said  to  be  complete. 

8.  But,  after  all,  it  is  perhaps  sufficient  to  say  that,  as  far  as  I  know,  at  no  time  has 
either  the  most  suffering  shareholder,  or  the  most  unscruplous  and  defamatory  writer  in  the 
press,  even  insinuated  that  the  failure  of  the  bank  has  arisen  from  any  of  the  causes  the 
siispicion  of  which,  as  I  have  said,  would  justify  the  appointment  of  a  commission  with 
special  powers.  In  this  point  of  view  it  may  be  said  such  an  appointment  would  be 
satisfactory  and  of  use,  as  the  result  would  then  be,  that  after  Government  had  pussed  a 
special  act  for  the  purpose,  the  commission  would  have  to  report  that  they  had  used  their 
extraoidinary  powers  to  discover  fraud  and  had  found  none. 

9.  There  is  certainly  one  good  that  might  be  obtained  from  an  inquiry, — but  that  again 
would  be  gained  from  the  investigations  of  a  committee  of  the  shareholders  as  completely  as 
by  a  Government  Commission,  if  indeed  any  investigation  is  at  all  reouired  to  prove  it,  and 
that  is  the  utter  worthlessness  of  having  Government  directors  on  the  bank  direction. 

10.  In  my  opinion  the  presence  of  Government  directors  on  the  board  is  worse  than 
useless,  and  is  positively  disadvantageous.     It  induces  a  false  confidence  on  the  part  of  the 
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public;  it  lessen*  the  sense  of  responsibility  in  iheir  commercial  colleagues  ;  it  lulls  to  sleep 
the  vigilance  of  ihe  shareholders  ;  and  induces  a  belief  of  a  liability  on  the  part  of  Govern- 
ment in  case  of  failure  which  does  not  exist. 

11.  The  demand  for  this  Government  inquiry  seems  to  me  only  another  exc^^mplification  of 
the  universal  and  evil  habit  in  this  country  in  every  case  ot  difficully  or  perplexity,  whether 
aood  is  to  bo  obtained  or  evil  avoided,  or  even  on  the  mere  chance  of  either,  of  calling  on 
Government  to  step  out  of  its  province  and  interfere.  The  cry  always  is  •*  Governmeot 
must  do  something/'  without  those  who  join  in  tie  cry  knowiuir  or  canng  what  that  some- 
thing is  to  be;  and  in  my  belief,  if  there  is  ever  to  be  any  healthy  public  action  ii)  India 
independent  of  Government,  ihe  sooner  such  a  system  is  put  an  end  to  the  better. 

15  Auoust  1867.  fFm.  S.  F. 


Minute  by  the  Honourable  B.  H.  Ellisy  dated  15th  August  1867. 

I  ENTIRELY  concur  in  the  opini:»ns  expressed  by  the  Ri^ht  Honourable  the  Governor  in 
respect  to  the  demand  for  a  coimiission  of  inquiry. 

2.  If  any  inquiry  is  needed,  the  shareholders  are  competent  to  vote  it  Any  inquiry 
instituted  by  the  action  of  the  shareholders,  and  conducted  by  a  committee  chosen  from 
amonj  themselves,  vvould  be  fully  as  effective  as  if  made  by  a  Commission  appointed  by 
Government.  In  neitlier  case  would  the  Commission  hive  the  means  of  taking  evidence  in 
England,  but  either  would  obtain,  and  present  to  the  sliareholders  and  the  public,  any  facts 
that  mi^ht  be  elicited  by  a  strict  examination  of  the  books  and  inquiry  mto  all  the  put 
transactions  of  the  bank, 

8.  But  a  Government  Commission  vvould  be  objectionable,  as  implying  a  responsibility 
on  the  part  of  Governmeni  which  does  not  exist.  It  may  be  pioper  for  Governmt nt  t> {five 
every  facility  for  inquiries  instituted  by  the  shareholders,  but  no  reason  has  been  given  for 
the  appointment  of  a  Commission  by  Government,  and  the  appli<  ation  seems  to  proceed 
from  a  desire  to  exhibit  a  closer  connecti<m  of  Government  with  the  fallen  bank  by  throw- 
itig  on  the  State  responsibilities  which  belong  to  the  whole  body  of  slmrehold^rs.. 

4.  It  has  never  been  alleged  that  there  was  anything  in  the  conduct  of  the  Government 
diiectors  calling  fiir  special  official  inquiry  into  their  conduct.  There  has  never  been  even 
a  suspicion  of  anything  worse  than  is  patent  to  the  world,  and  a  Government  Commission 
is  hardly  necessary  to  discover  what  is  already  known. 

5.  If  the  shareholders  believe  that  a  public  and  independent  inquiry  is  needed,  they  have 
it  in  their  power  to  oblain  such  inquiry  by  going  int)  liquidation  throui^h  the  High  Court 
The  Court  could  issue  commissions  to  take  evidence  in  England,  or  elsewheie,  and  ihe  trans- 
actions of  the  bank  directors  and  manau:ers  would  come  fully  under  review. 

6.  If>  I  ben,  inquiry  be  desired  by  the  shareholders,  it  is  open  to  them  to  make  it;  thougfc, 
from  tire  information  at  present  before  me,  I  am  unable  to  gather  that  any  useful  end  would 
be  attained  by  inquiry  at  this  stage  of  the  proceedings.  In  any  case  I  am  decidedly  of 
erpinton  that  a  Government  Commisston  should  not  be  granted,  both  because  it  could  do 
nothing  that  may  not  be  done  as  well  by  the  shareholders  ibemselves,  and  because  it  would 
lend  to  fix  on  Gt>vernment  responsibilities  which  I  do  not  admit. 

7.  I  rafrain  from  commenting  on  the  Right  Honourable  the  Governor's  remarks  regarding 
the  uenera!  principle  of  nominating  Government  directors,  as  it  is  not  necessary  to  discuss 
this  question  at  present. 

16  August  iset.  B.  H.  £. 


Minute  by  the  Honourable  S.  Mansfield,  dated  Idth  August  1867. 

I  FULLY  concur  with  the  fiight  Honourable  the  Governor  that  no  possible  benefit  will 
accrue  from  the  appointment  of  a  Government  Commission  to  inquire  into  the  affairs  of  the 
bank.  Were  such  a  commission  appointed,  no  doubt  many  cases  would  be  proved  of  lacs 
of  rupees  having  been  advancetl  on  insufficient  security  to  persons  of  no  prapc?rty — of  the 
manager  advancing  lari:e  sums  without  the  knowledge  of  the  direr-tors— of  the  mercantile 
members  of  the  direction  favouring  paiticular  individuals  to  obtain  loans— and  of  the 
Government,  and  indeed  of  all  the  diiectors,  being  grossly  negligent  of  their  duty;  but  all 
these  facts  mighi  be  equally  well  elicited  by  a  committee  of  the  shareholders,  or  by  a  con- 
mi«?8ion  issued  by  the  High  Court  if  the  shareholders  desire  the  bank  to  be  liquidated  hjw 
Court 

2.  No  charge  of  misconduct,  beyond  Inxity  in  the  discharge  of  their  duties,  has  ever  been 
made  against  the  diiectors,  and  therefore  no  official  inquiry  mto  their  conduct  is  called  lOiiV 
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and  as  a  Government  Commission  might  imply  a  responsibility  which  does  not  exist,  I  am 
of  opinion  it  should  not  be  appointed. 

.  3.  I  reserve  my  opioioo  on  the  question  of  Government  being  shareholders  in  the  bank. 
16  August  186t.  *S.  M. 


Tblegram  to  the  Viceroy  and  Governor  General,  dated  17th  August  1867, 

Fiom  Bombay,  To  Simla. 

From  the  Governor  of  Bombay,  To  the  Viceroy. 

We  are  of  opinion  that  petition  for  the  issue  of  a  commission  by  Government  should  not 
be  assented  lo.  Without  spec'ial  powers  conferied  by  Legislative  Act  it  would  be  useless, 
and,  in  our  opinion,  such  an  interference  by  Government  is  undesirable.  More  complete 
answer  by  post. 

17  August  1867. 


(Financial  Dtpartment.— No.  28  p  of  J  867) 
To  the  Secretary  to  the  Government  of  India. 

^*''»    .  Poona,  17  August  1867. 

I  AM  directed  by  the  Right  H(,nourable  the  Governor  in  Council  to  acknowledge  the 
receipt  of  ihe  following  telegram  : — 

"  From  Simla,  To  Bombay. 

"  From  Governor  General  in  Council,  To  His  Excellency  the  Governor. 

"We  think  that  the  demand  of  ihe  shareholders  at  the  half-yearly  meeting  for  a  full 
inquiry  into  the  transactions  which  have  resulted  in  the  loss  of  threc-fourihs  of  the  capital 
of  the  bank  should  bo  promptlv  met  by  the  appointment  of  an  ip.ipartial  committee  with 
full  powers.  We  shall  he  glacl  to  It  am  what  course  you  propose  to  take  with  reference  to 
this  subject,  which  appears  to  ue  one  of  urgent  importance." 

2.  In  reply,  I  am  directed  to  forward  copy  of  the  telegram  dispatched  this  day  by  his 
Excellency  the  Governor,  and  of  the  Minutes  recorded  by  i\w  Honourable  Board. 

I  have,  &c. 
(signed)         M.  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 


(Financial  Department.— No.  25  of  1867.) 

To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London. 

Right  Honourable  Sir,  Bombay  Castle,  28  September  1867 

In  continuation  of  our  Despatch,  No.  19,  dated  the  9th  instant,  we  do  our- 
selves   the    honour    to    forward,    for   your    informa-       1.  utter  froio  the  8acr.ta,y  «d  T«a«^r,  Bank  of  Bombay, 
tlOn,     copies    01    the    papers  noted    in    the    margin,    ^^^  ^  AuKuat    1867,  with  its  acoompanymg  Memorial  from 

relative  to  a  request  of  certain  of  the  shareholders  'T\::^'f^^^t'^l^'Xir^^,B^oi  bo«w. 
in  the  Bank    of  Bombay  for  a  full  and  impartial  "^«L«^  i^  Angjut  iser,  with  ditto, 
inquiry  into  the  causes  oi  the  loss  of  a  great  por-  *  Iv^Z.  f^"  ""'  *^""""""  "'  '"*"  "*  '*'"'  "^**' 
tion  of  the  capital  of  the  bank,  and  for  the  issue  ,iAk'fV*I^S^*''"^^  Chapman  and  Bdiuii,  and  othen,  No. 

-./•  „   ^  •      •         i?       ^t     ■  -»^***^>    J  loo,  datea  23  September  1867. 

Ot  a  commission  for  that  purpose.  6.  Letter  to  the  secretary  and  Trearowr.  Bank  of  Bombay. 


No.  1166,  dated  23  September  1867. 

6.  Lettar   to    the    GoTemment   of   India,    No.    1167,    dated 
23  September  1867. 


We  have,  &c. 
(signed)         IVm.  R.  Seymour  V.  Fitzgerald. 
JR.  Napier. 
B.  H.  EUis. 
S.  Mansfield. 
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The  Chief  Secretary  to  Government,  Poona. 

Sir,  Bank  of  Bombay,  Bombay,  9  August  1867. 

I  HATB  the  honour,  by  desire  of  the  directors  of  the  back,  to  forward  the  enclosed 
petition,  and  request  the  favour  of  your  transmittii.g  it  to  his  Excellency  the  Governor 
in  Council. 

I  have,  &c. 
(signed)         J.  SlevHxrt, 
Secretary  and  Treasurer* 


To   His  Excellency   the  Right  Honourable    William    Robert  Seymottr   Ve%ey  Fitzgerald^ 
Governor  and  President  in  Council  of  Bombay* 

The  humble  Petition  of  Charles  Edward  Chapman  and  Augustus  Fortunatus  Bellas!?, 
on  behulf  of  the  shareholders  of  the  Bank  of  Bombay, 

Showeth, — 

That  it  appeal's,  on  the  report  of  the  directors  of  the  Bank  of  Bombay  submitted  to 
the  shureholdtrs  at  their  annual  general  meeting,  on  Monday,  the  5ih  of  August  1867, 
that  about  three-fourths  of  the  capital  of  the  said  bank  is  lost.  Wherefore  your  Petitiouers 
respecifuUy  pray  that  a  full  and  impartial  inquiry  may  be  made  into  the  causes  of 
this  loss,  and  that  your  Excellency  in  Council  will  be  pleased  to  issue  a  commission  for 
that  purpose. 

And  your  Petitioners  will  ever  pray,  &c.  &c. 

(fignecl)         C  jE.  Chapman. 
Bombay,  9  August  1867.  A.  F.  Bellasi^ 


(No.  3824  of  1867.) 

The  Chief  Secretary  to  Government,  Poona- 

Sir,  Bank  of  Bombay,  Bombay,  13  August  1867. 

I  HAVB  the  honour,  by  desire  of  the  directors  of  the  bank,  to  forward  the  enclosed 
Petition,  and  request  the  favour  of  your  transmitting  it  to  his  Excellency  the  Governor  and 
President  in  Council. 

I  have,  &c. 
(signed)        J,  Stuart, 

Secretary  and  Treasurer. 


To  His  Excellency  the  Bight  Honourable  William  Robert  Seymour  Vesey  Fitzgerald, 
Governor  and  President  in  Council  of  Bombay. 

The  humble  Petition  of  the  undersigned  shareholders  of  the  Bank  of  Bombay, 

Showeth, — 

It  appears,  on  the  report  of  the  directors  of  the  Bank  of  Bombay  submitted  to  the 
sbarehjhiers,  at  their  general  meeting,  on  Monday,  the  6th  of  August,  1867,  that  about 
three-fourths  of  the  capital  of  the  said  bank  is  lost.  Wherefore  your  Petitioners 
xespectfiilly  pray  that  a  full  and  impartial  inquiry  may  be  made  into  the  causes  of  this  loss, 
ana  that  your  Excellency  in  Coimcil  will  be  pleased  to  issue  a  commission  for  that 
purpose. 

And  your  Petitioners  will  ever  pray,  8cc.  &c. 

(signed)  A.  F.  Bellasis. 

C  E,  Chapman, 
Henry  Cleveland. 
fF.  JLoudon. 
H.  MaxwelU 

C.  Ruitomji  Modi,  Treasurer  and  Manager, 
Bombay  Trading  and  Banking  Association. 
Cunetjee  Jehangeer,  Taraehund." 
Sorabjee  Cawasjee,  Powalla. 
Dossobhay  Framjee,  Dewacha. 
Cursetfee  FalUayee,  Powalla. 
Eduljee  Nusserwanjee* 
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(Financial  DepaitmenL — No.  2420.) 

To  the  Acting  Chief  Secretary  to  the  Government  of  Bombay, 

Sir, 
Is  nply  to  your  letter  No.  28  p..  dated  l7th  August  1867,  I  am  directed  to  observe  that 
a  commission  by  Government  to  inquire  into  t!^e  jifFairs  of  the  Bank  of  Bombay  was  not 
n  commended  by  the  Government  of  India  in  llieir  lelegiam  of  the  14th  ultimo.  What 
the  Governor  General  in  Council  advised  was  that  an  impartial  committee  should  be 
appointed  to  inquire  into  the  transactions  which  had  led  to  the  loss  of  three-fourths  of  the 
<;apital  of  the  bank. 

2.  It  would,  therefore,  in  the  opinion  of  this  Government,  be  sufficient  if  his  Excellency 
the  Governor  in  Council  should  Inink  fit,  in  answer  to  the  shareholders,  to  express  concur- 
ren(e  in  the  expediency  of  the  proposed  investigation,  and  would  promise  the  co-operation 
of  Government  in  forwarding  any  inquiry  which  the  shareholders  might  think  fit  to  insti- 
tute by  means  of  a  committee  of  their  own  body, 

3.  The  Governor  General  in  Council  considers  that  if  the  application  for  an  inquiry  were 
refused,  it  would  have  the  appearance  that  the  Government  had  resolved  to  attempt  to 
stifle  the  inquiry  desired  by  the  shareholdeis.  Considering-  that  the  most  influential 
<lir(Ctors  of  the'  Board  cf  Management  were  nominees  of  the  Government,  it  would  be 
4inreasonable  for  the  Government  to  tell  the  shareholders  thai  they  should  have  no  inquiry 
into  the  circumstances  by  which  it  came  to  jjass  that  three-fourths  of  the  capital  of  the 
bank  wos  dissipated,  and  that  such  an  in(^uiry  was  needless.  The  shareholders  have  a 
right  to  expect  the  countenance  and  aid  ot  the  Government  in  prosecuting  a  thorough 
investigation,  and  the  Government  should  not  lay  itself  open  to  the  observation  that  it  was 
attempting  to  screen  its  own  nominees  from  any  responsibility  which  may  attach  to  them.- 

I  have,  &c. 
(signed)        JS.  H.  Lushington^ 
Simla,  4  September  1807.  Secretary  to  the  Government  of  India. 


(Financial  Department. — No.  1165  of  1867.) 

To  (7.  JB.  ChapmaTiy  Esq.,  A.  F.   Hellasis,  Esq.,  ai.d  others.  Shareholders  in  the 

Bank  of  Bombiy. 

Gentlemen,  Bombay  Castle,  23  September  1867. 

I  AM  directed  by  the  Rij>ht  Honourable  the  Gcvernor  iti  Council  to  acknowledge  the 
receipt  of  your  memoiials,  in  which  you  request  that  a  full  and  impartial  inquiry  may  be 
made  into  the  causes  of  the  loss  of  a  ^reat  portion  of  the  capital  of  the  bank,  and  that  a 
commission  may  be  issued  for  that  purpose. 

2.  In  reply,  I  am  drsired  to  inform  you  that  his  Excellency  the  Governor  in  Council 
can  offer  no  objection  to  the  proposed  investigation  if  the  shareholders  requiie  it,  and  will 
afford  his  co-operation  in  forwarding  any  inquiry  which  they  may  think  fit  to  institute  by 
^nieans  of  a  committee  of  their  (i\\n  body.  But  the  Governor  in  Council  feels  himself  pre- 
cluded from  issuing  a  commission  as   proposed  by  you,  or  appointing  a   committee  of 


mquiiy. 


I  have,  &c. 
(signed)         M.  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 


(Financial  Department.  — No.  1166  of  1867.) 

To  the  Secretary  and  Treasurer,  Bank  of  Bombay. 

Sir,  Bombay  Castle,  23  September  1867,        Qlh   August  1807, 

I    HAVE  received  your  letters  noted  in  the  margin,  and   laid  them  before  the  Right  No.  8,768. 
Honourable  the  Governor  in  Council,  together  with   the  memorials  from  certain  share-   13th  August  1867, 
holders  in  the  Bank  of  Bombay  enclosed  in  them.  No.  3,824. 

2.  The  Governor  in  Council  desires  me  to  request  that  you  will  be  so  good  as  to  com- 
jnunicate  to  the  memorialists  the  accompanying  reply. 

I  have,  &c. 
(signed)         M.  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 
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(Financiul  Depaitcneat  —No.  1167  of  1867.) 

To  JE.  H.  Lushingion^  Esq.,  Secretary  to  the  Government  of  India. 

Sir,  Bombny  Castle,  23  September  1867. 

I  AM  directed  by  the  Right  Honourable  the  Governor  in  Council  to  acknowledge  your 
letter  No.  2420,  ot  the  4tli  instant,  and  lo  state  that  there  can  be  no  difficulty  in  adoplini; 
tlie  course  n<»w  stig^ested  by  the  Government  of  Ii.dia,  as  it  is  in  fact  almost  identical  with 
that  proposed  in  the  minutes  of  the  Members  of  this  Government. 

2.  I  am  desired,  tlierefore,  to  forward  t**  yo«  copy  oX  the  reply  which  I  have  this  day 
forwarded,  by  the  direction  of  Government,  to  the  secretary  and  treasorer  af  the  Bank  of 
Bombay. 

3.  The  Right  Ronoitrahle  the  Governor  in  Council  directs  roe  also  to  state  that  the 
shareholders  of  the  bank,  who  memorkiized  this  Grovernnient,  asked  that  a  Comtnissioa 
might  be  issued  for  the  purpose  of  inquiry,  and  the  telegram  of  the  Right  Honourable  the 
Viceroy  suggested  that  this  request  should  be  pmmptly  luet  on  the  part  of  the  Goverimieat 
by  the  nppointment  of  an  impartial  committee  wiih  full  powers.  He,  therefurcj  understood 
that  the  Government  of  India  desired  that  this  Government  should  accede  to  the  request  of 
the  sirareholdei's,  which,  for  the  reasons  atreacJy  recorded,  appeared  undesirable. 

4.  His  Excellency  m  Council  concurs  in  the  opinion  that  it  would  be  unreasonable  for 
the  Governnient  to  tell  the  shareholders  that  they  should  have  n<>  inquiry  into  the  circum- 
gtances  by  which  it  came  to  pass  that  three-fourths  of  the  capital  of  die  bank  were  dissipated^ 
and  TTiore  especijily  for  the  re.ison  that  it  is  entirely  heyond  the  competence  of  the  Govern- 
ment to  prevent  an  inqalry,  the  institution  of  which  rests  with  the  shareholders  alone. 

5.  In  conclusion.  His  Excellency  in  Council  does  not  conceive  that  this  Government  lays 
itself  ope. I  to  the  observation  that  it  desires  to  screen  its  own  nominees  from  the  i-esponu* 
bility  which  may  attach  to  them,  by  pointing  out  the  inconveniences  and  objections  to  the 
course  recommended  by  the  shareholders,  and  which,  if  his  Excellency  understands  your 
Despatch  aright,  are  equally  felt  by  the  Government  of  India. 

I  have,  &c. 
(signed)         M.  J.  Shaw  Stewart, 
Acting  Chief  Secretai^  to  Government* 


(Financial.  — No.  165.) 

To  His  Excellency  the  Right  Honourable  the  Governor  in  Council,  Bombay, 

Sir,  India  Office,  London,  23  Norember  1867. 

Para.  1.  I  have  considered  in  Council  your  Financial  Letters,  dated  the  9th 
and  28th  September  last,  JNos.  19  and  25,  with  which  you  forward  copies  of 
correspondence  with  the  Govemmetit  of  India  relative  to  a  petition  from  share- 
holders of  the  Bank  of  Bombay,  prajdng  that  a  Commission  may  be  appointed  by 
Government  to  inquire  into  the  transactions  which  have  resumed  in  the  loss  of  a 
considerable  portion  of  the  capital  of  the  bank. 

2  The  course  which,  in  communication  with  the  Government  of  India,  you 
have  adopted,  in  informing  the  memorialists  that  you  were  prepared  to  co-operate 
with  the  shareholders  in  forwarding  any  inquiry  which  they  may  think  fit  to 
institute  by  means  of  a  committee  of  their  own  body,  but  that  no  Commission  or 
Committee  of  Inquiry  could  be  a|>pointed  by  Government,  appears  to  be 
judicious,  and  has  my  approval. 

I  have,  &c. 
(signed)         Stafford  H.  Northcote. 


(Fmancial  Department. — No.  31  of  1867.) 

To  the  Under  Secretary  of  State  for  India,  London. 

Sir,  Bombay  Castle,  28  September  1867. 

I  AM  directed  by  the  Right  Honourable  the  Governor  in  Council  to  forward  to 
you,  for  submission  to  Her  M^esty's  Secretary  of  State  for  India  in  Council,  the 
accompanying  copy  of  a  letter,  dated  20th  instant,  from  certain  shareholders  in 
the  Bank  of  Bombay  relative  i;o  the  losses  which  have  been  sustained  by  the 
bank. 

2.  1  am 
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a,  I  am,  at  the  same  time,  desired  to  state  that  the  decision  of  thii^  Govern- 
ment on  the  subject  of  the  above  letter  will  be  communicated  to  Her  Majestys 
Secretary  of  State  by  the  next  mail. 

I  have,  &c. 
(signed)         M.  J.  Shaw  Stewart, 
Acting  Chief  Secretary  to  Government. 


To  His  ExcelleDcy  the  Risrht  Honourable  William  Robert  Seymour  Vesey  Fitzgerald, 

Governor  ami  Presich^ni  in  Conncil. 

Right  Honourable  Sir, 

Thb  history  of  the  Banic  of  Bombay  during  the  past  three  years,  so  far  as  concerns  the 
matter  of  our  present  appeal,  is  so  well  knowa  that  it  is  aimece^^ary  for  us  to  state  it  at 
length.     It  suffices  to  say,  that  culpable  mismauiigenient  has  ruined  the  bank. 

The  course  which  should  be  adopted  10  supply  the  public  need,  either  by  reconstructing 
the  bank  or  by  enabling  the  B»ink  of  Bengal  to  take  up  the  proper  business  of  the  Bank  of 
Bombay,  is  under  consideration  of  the  directors  of  the  bank,  the  mercantile  community,  and 
the  Government,  and  we  do  not  now  intend  to  treat  thereof. 

Our  pre:>ent  purpose  is,  as  shareholders  of  the  capital  stock  of  tiie  Bank  of  Bombay,  to 
ui-ge  for  consideration,  by  your  Excellency's  Gov* mment,  a  point  which,  as  it  seems  to  us, 
our  directors  and  the  Government  have  scarcely  noticed  or  acknowledged,  to  wit,  that  the 
Government  should  bear  a  htrge  portion  of  the  lo^^s  attending  the  bad  management  of  the 
bank. 

The  responsibility  of  the  Grovemment  is  by  no  means  measured  by  the  number  of  its 
shares.  That  responsibility  would  be  very  nearly  ibe  same  if  the  Government  had  held 
no  shares,  but  had  only  exercised  the  predominant  oversight  ol  the  bank,  which  is  imposed 
and  secured  by  ibe  original  tegiBlative  enactment  tor  the  construction  of  the  bank,  and  con« 
tinned  by  successive  enactments  and  by  repeated  authoritative  action. 

The  oiiginal  Aet,  No  3»  of  1840,  has  ihe  following  preamble  : — 

**  Whereas  the  honourable  Court  of  Directors  of  die  Eavt  India  Company,  by  and  with 
the  approbation  of  the  Board  of  Commisfioners  for  the  affiiifs  of  India,  have  sanctioned  the 
establishment  of  a  Bank  of  Bombay  on  the  same  prineMesas  were  prescribed  lor,  and  have 
been  observed  in,  the  re-incorporation  of  the  Bank  cil  Bengal,  by  Act  No.  6,  of  1830  j  and 
whereas  the  said  Court  of  Dhreetors  h»ve  directed  the  body  of  proprietors  in  existence  at  the 
date  of  the  despetch  which  coirtamed  the  said  sanetioo  for  the  incorporation  of  a  bank  at 
Bombay,  to  be  the  proprietors  in  whose  favour  ihe  Act  of  incorporation  is  to  be  passed." 

The  Act  goee  on  to  provide,  amongst  other  things,  Aat  300  shares  (being  about  J-17th 
of  the  whole  stock)  sharll  be  the  property  of  Grovernment;  that  payment  of  the  amount  of 
subscriptions  to  the  capital  stock  shall  be  made  to  the  snb^treasurer  of  the  Ooyernment  of 
Bombay  for  the  time  being;  tliat  tlie  busiBess  of  the  bank  shall  be  managed  by  nine 
directors,  of  whom  three  shall  be  appointed  and  reme^rable  by  the  Governor  in  Council  of 
Bombay;  that  the  first  six  elected  directors  shait  be  elected  nt  a  meeting  to  be  held  in  the 
Town  Hall  of  Bombay,  at  such  tiiwe  as  theGrovernor  in  Council  of  Bombay  may  fix  by 
pubKe  notiftcatiim  in  th«»  ofRcral  **  Gazette**  of  that  Presidency ;  and  it  further  provides 
sundry  restrictions  as  to  the  kind  of  business  to  be  conducted  by  the  bank,  all  such  restric- 
tions tending  to  the  security  and  stibility  of  the  bank. 

It  is  notorious  that  the  Bank  of  Bombiiy  ha»  been  ahrays  regarded  as  a  Government 
institution.  It  fs  demonstrable  by  the  evidence  above  mMed,  and  by  nmch  further  evidence, 
if  the  point  be  disputed,  that  it  was  rightly  so  regarded. 

We,  or  others  on  our  behalf,  have  purchased  the  stock  of  the  Bank  of  Bombay  as  being 
a  Government  institution,  and  as,  therefore,  affording  a  sife  and  unobjectionable  investment. 
Many  of  us  aie  persons  who  have  so  invested  the  savings  of  a  lifetime  spent  in  the  Government 
service  in  India,  and  now  lose  the  means  of  their  own  support  in  age  or  of  suppori  and 
education  of  their  families;  others  are  widows  of  Government  servants  who,  with  their 
children,  are  still  more  completely  dependent  upon  the  provision  which  had  been  made  for 
them  by  investme.it  in  the  capital  stock  of  the  Government  bank.  Some  are  trustees  who, 
in  reliance  im  the  character  of  the  investment,  and  under  sanction  of  the  law  courts,  have 
invested  their  trust  funds  in  this  bank  stock.  We  have  all,  without  exception,  relied  upon 
the  security  which  a  Government  institutioti  is  supf>osed  to  offer. 

We  beg  your  Excellency  in  Council  to  bear  in  mind  that  the  money  loss  which  the  State 
incurs,  in  respect  of  its  shares  in  the  bank  stock,  is  insignificant  as  a  public  burden,  whilst 
on  the  oiher  liand,  the  power  and  the  consequent  responsibility  of  the  Government  in  the 
mnuagement  of  the  batik  far  exceetled  that  which  Kvoukl  foil  to  it  as  a  mere  shareholder ; 
and  we  confidently  pref^s  our  claim,  as  simply  just,  that  the  State  should  bear  some  consi- 
derhble  poition  of  the  loss,  to  the  relief  of  those  private  persons,  its  servants,  and  others, 
who  suffer  so  grievoasly  from  their  confidence  in  the  GofaniBent  diieeiion  of  the 
bank. 

Tliere  are,ae<  it  seems  to  us,  considerations  of  public  policy  which  might  induce  support  of 
out  plea ;  but  we  forbear  these^  both  because  it  is  not  our  place  to  tender  advice  to  your 
ExceJIeiicy'b  Government,  and  because  we  feel  a  reasonable  confidence  rn  the  wisdom  and 
justice  of  }our  Excellency  in  Council,  of  the  Government  of  India,  and  of  Ber  iVIaj^sty^s. 

133.  T  2  Secretary 
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Secretary  of  State  in  Council,  to  determine  this  claim  when  fuiil}*  stated,  as  we  hope  it  is^ 
by  tiiis  appeal. 

We  ha\e,  &c. 
(signed)        Abbott^  H,  2?,,  Colonel,  Madras  Staff  Corps. 

Ashburner,  Z.  i2.,  Bombay  Civil  Sei-vice. 

Jndersofiy  W.  C.,  Lieut.  Col.,  Staff  Corps. 

Uiden,  H.^  Major,  Madras  Stuff  Coip.«. 

Bradford^  E.  R.  C.  Captain,  Madras  Staff  Corps. 

Cursetjee  Palunjee  Powalla. 

Cowasjee  Pestonjee  framjee  Cama. 

Daly,  H.  D,y  Colonel,  Bombay  Staff  Corps. 

Dady  Manockjee  Limjee,  son  and  heir  of  Manockjee  Limjee» 

Dorabjee  Palluiijee  Powalla. 

Dadabhoy  Prainjee  Devacha. 

Dadabhoy  Fraiffjce  and  Navejbye,  W^idow  of  Furdoonjee 
Frnmjee  Devacha. 

Edu/Jee  NasherwanjeCf  Graduate,  Giunt  College. 

Eduljee  Pestonjee. 

Flood,  Frederick,  Major,  02nd  Foot. 

Francis^  F.  E,,  Major. 

Foggo,  George. 

Fenner,  W.  A.,  Forest  Hanger  in  Scinde. 

Gage,  D.,  Colont  I,  R.  H.  A. 

Haggard,  2\  T.,  Lieut.  Col.,  Kojal  Artillery. 

Harvey,  A,  -4.,  Widow. 

Howard,  W, 

James,  C,,  Major,  Madras  Staff  Corps. 

Jarasetjee  Dorabjee  Dobash. 

Lfyrdy  R.  G.,  m.d  ,  Surgeon  Major. 

Marstoiiy  E,  C,  Lieut.  Col.,  Bombay  Staff  Corps. 

Maitland,  G.,  Suro>on  Major. 

Mayne,  J.  D.,  Aclnio;  Advocate  General,  Madras. 

Marriotty  W.  F. 

Martin,  C,  Capta'n. 

Meade,  li.,  Lieut.  CoL,  Benijal  Infantry. 

Muncharjee  Menocljee. 

Mwicherjee  Ruttonjee,  late  Surveyor,  Surat,  Pensioner* 

NichoUlls,  G.,  Captain,  Bombay  Staff  Corps. 

Neale,  VV.  A.,  Lieut.  Col.,  Suff  Corps. 

Nussurwarjee  Cooverjee,  Executor  of  late  Cliandunbaee,. 
Widow  of  Byrumjee  Cawasjee  Bottlewalia. 

Oahes,  R.  F.,  Captain.  R.  E. 

Pelly,  H.  J.,  Major  General,  Bombay  Staff  Corps. 

Pestonjee  Dhunjeebhoy. 

Rivers,  Harry,  Major  General. 

Reidy  A.  i^,  Captain,  Bombay  Staff  Corps. 

Skinner,  P.  K.  M.,  c  b.,  Major  Gen.,  Bombay  Staff  Corps^ 

Shekleton,  J.,  Lieut.  Col.,  Uoyal  Artillery, 

Soraljee  Metwavjee  Mestry. 

Westropp,  R.  M.,  Lieut.  Uol.,  Poona  Horse. 

Walker,  C.  \V.,  Lieut.  Col.,  Staff  Corp.s 

Wood,  J.  A.,  Lieut.  Col.,  Staff  Corps. 

WoTsley,  G.  F.,  Captain,  Royal  Artillery. 

Bombay,  20  September  1867. 

We  hereby  certify  that  the  original  signatures  of  the  ])ersons  whose  names  are  above 
written  are  in  our  possession,  and  can  be  produced  when  reqtiired. 

(signed)         Forbes  4  Co^ 


(Financial  Department. — No.  35  of  1867.) 

To  the  Under  Secretary  of  State  for  India ;  London. 

Sir,  Bombay  Castle,  14  October  1867. 

With  reference  to  my  letter.  No.  31,  dated  28th  ultimo,  I  am  directed  by 
the  Right  Honourable  the  Governor  in  Council  to  forward,  for  submission  ta 
Her  Majesty's  Secretary  of  State  for  India  in  Council,  the  accompanying  copy 
of  my  letter  of  the  12th  instant,  to  the  address  of  Messrs.  Forbes  &  Co.,  in  reply 
to  the  memorial  from  certain  shareholders  in  the  Bank  of  Bombay,  urging  that 

the 
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the  Government  should  bear  a  large  portion  of  the  loss  attending  the  bad 
management  of  the  bank. 

I  have,  &c. 
(signed)  M.  J.  Sltaic  Stewart, 

Acting  Chief  Secretary  to  Government. 


(Financial  Department.— No.  83  p.  of  1867.) 
To  Messrs.  Forbes  8f  Co.,  Bombay. 

Gentlemen,  Poona,  12  October  1867. 

I  AM  directed  by  the  Right  Honounible  the  Governor  in  Council  to  acknowledge  the 
receipt  of  your  letter  of  the  20th  ultimo,  purporting  to  be  signed  by  a  large  number  of 
shareholders  in  the  Bank  of  Bombay,  and  urging  that  the  Government  should  bear  a  large 
portion  of  the  loss  attending  the  bad  management  of  the  bank. 

2.  In  reply,  I  am  directed  to  state  that  the  Right  Honourable  the  Governor  ir  Council 
is  of  opinion  that  the  claim  advanced  in  your  letter  is  one  that  cannot  be  acceded  to.  While 
regretting  deeply  the  loss  that  has  befallen  an  institution  carried  on  for  many  years  in  direct 
communication  with  the  Government  of  Bombay,  his  Excellency  the  Governor  in  Council 
cannot  admit  that  Government  can  be  held  responsible  for  the  result.  Although  Govern- 
ment was  entitled  to  nominate  three  out  of  the  nine  directors  who  were  entrusted  with 
the  direct  management  of  the  affairs  of  the  bank,  yet  the  other  shareholders  had  a  pre- 
dominant influence,  through  their  right  of  appointing  six  directors,  and  still  more  through 
their  power  of  controlling  the  proceedings  of  the  directors  at  their  general  meetings. 
The  shareholders  alone  could  exercise  this  power,  inasmuch  as  Government  had  no  autho- 
rity to  interfere  except  as  a  shareholder,  in  which  capacity  it  was  entitled,  under 
section  18  of  the  Charter  Act  of  1840,  to  give  in  respect  of  its  (300)  three  hundred  shares, 
at  any  general  meeting  of  the  proprietors,  the  same  number  of  seven  votes  as  might  be 
given  by  any  proprietor  of  (160)  one  hundred  and  sixty  shares,  with  the  limitation  that 
Government  should  have  no  voice  in  the  election  of  the  directors  not  appointed  by  itself. 

3.  Looking  to  the  whole  history  of  the  Government  connection  with  the  banks  of 
Bengal  and  Madras,  as  well  as  of  Bombay,  the  Right  Honourable  the  Governor  in 
Council  is  unable  to  see  that  the  Government  has  in  any  way  become  responsible  for  the 
internal  management  of  the  bank's  affairs,  or  for  any  loss  that  the  shareholders  have 
suffered  through  mismanagement. 

I  have,  &c. 
(signed)         AT.  J,  Shaw  Stew  art ^ 

Acting  Chief  Secretary  to  Government. 


(Financial  Department.— No.  36  of  186/.) 
To  the  Under  Secretary  of  State  for  India  ;  London. 
Sir,  Bombay  Caslle,  14  October  1867. 

I    AM    directed  by    the     Right    Honourable    the    Governor    in  better  from  the  Secretary  and  Treasurer, 

Council  to  forward  to  you,  for  submission  to  Her  Majesty's  Bank  of  Bombay,  No.  3468,  dated  20 
Secretary  of  State  for  India  in  Council,  the  accompanying  copies  ffl«7rof  ditt?Nr466i,  dated 
of  letters,  noted  in  the  margin,  relative  to  a  proposal  for  the  for-  3  October  i867,  with  enclosure. 
mation  of  a  new  Bank  of  Bombay.  -  le^te^^n-om  ^^it^.  No.^  «80.  dated 

I  have,  &C.  Letter  to  ditto,  No.  78  p.,  dated  12  Oc- 

(signed)         M.  J.  Shaw  Stewart,  toberisoT. 

Acting  Chief  Secretary  to  Government 


(No.  3468  of  1867.) 

The  Chief  Secretary  to  Government,  Financial  Department,  Bombay. 

Sir,  Bank  of  Bombay,  Bombay,  20  July  1867. 

I  HAVE  the  honour,  by  desire  of  the  directors  of  the  Bank,  to  forward,  for  consideration 

of  his  ExceUency  the  Governor  m  Council,  copy  of  a  letter,  dated  19th  instant,  received 

from  the  secretary  to  the  provisional  committee  appointed  by  the  shareholders  lor  the 

re-construction  of  the  bank,  and  also  an   amended  prospectus  of  the    new  Bank    ot 

Bombay. 

I  have,  &c. 

(signed)         •/.  Stuarty 

Secretary  and  Treasurer. 
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To  John  Stuarty  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay*. 

Dear  Sir,  Bombay,  19  July  1867. 

I  HATE  the  honour,  by  desire  of  the  committee  for  re-construction,  appointed  by  the 
shareholders  on  the  16th  instant^  to  hand  you  a  copy  of  an  amended  prospectus,  and  to 
request  you  will,  with  the  sanction  of  the  Board,  lay  it  before  his  Excellency  the  Governor 
in  Council  for  his  approval. 

The  committee  have  fixed  the  amount  of  capital  to  be  raised,  independently  of  the  assets 
of  the  old  bank,  at  50  lacs,  this  sum  being,  in  the  opinion  of  all  the  leading  members  of  the 
mercantile  community,  both  European  and  native,  more  than  8u£Bcient  for  the  present  and 
probable  requirements  of  the  bank  for  some  time  to  come. 

The  committee^  therefore,  trust  that  hia  ExoeUency  will  be  pleased  to  urge  on  the 
Government  of  India  a  modification  of  their  views  on  this  point,  conveyed  in  the  letter  of 
the  Government  of  Bombay  to  the  bank,  dated  18th  May  last. 

They  feel  perfect  confidence,  having  regard  to  the  number  of  applications  which  have 
been  received  since  the  appointment  of  this  committee,  that  there  will  be  no  diflSculty  in 
raking  the  d^pit^l  proposed,  and  trust  that>  should  Government  approve  the  terras  upon 
which  it  is  now  proposed  to  reconstruct  the  bank,  his  Excellency  the  Goveraor  in 
Ccmncil  will  be  pleased  to  intimate  the  relations  into  which  Govermnent  will  be  prepaied 
ta  ester  with  it,  so  so<ni  as  he  may  be  in  a  position  to  do  so» 

I  remain,  &c. 
(signed)         »'.  Fraser, 
Secretary  to  the  Provisional  Ccunnuttee, 


Pbospbctus  of  the  New  Bank  of  Bokbat. 

(To  be  registered  under  Act  X.  of  1866,  with  liabaity  limited  to  SOQ  rupees  per  share, 

pending  the  grant  of  a  new  Charter.) 


Provisional  Committee* 


Honourable  A.  Brown. 
H.  Forman,.  Esq. 
Kessowiee  Naik,  Esq. 
Henry  Maxwell,  Esq. 


A.  J.  Macdonald,  Esq. 
Ahmedbhoy  Hubibbhoy,  Esq. 
W.  Nicol,  Esq. 


Solicitors. — Messrs.  Kelly  &  Co. 

Capital. — One  crore  of  rupees,  in  20,000  shares  of  500  rupees  each,  with  power  to  in- 
crease up  to  two  erores. 

First  iflsue^  10,000  shares. 

Reserved  iesue,  10,000  shares,  presently  rrferred  to. 

Constitution  and  Objects.  —  Similar  to  the  present  Bank,  as  amended  by  recent 
enactments. 

Cental. — Subscriptions  are  invited  from  the  present  shareholders  and  the  public  for  the 
first  issue  of  10^000  shares,  at  par,  in  the  allotment  of  which  the  said  shareholders  shall 
have  the  preference  to  the  extent  of  one  share  for  every  two  shares  now  held  by  them, 
the  shares  not  taken  up  by  them  to  be  allotted  to  the  public,  regard  being  had  to  date  of 
apphcation.  De^sit  of  6  per  cent.,  or  25  rupees  per  share,  to  be  paid  on  application,  which 
deposits  are  to  be  invested  in  Government  paper  in  the  names  of  two  or  more  members  of  the 
Provisional  Committee  until  the  allotment  of  shares  has  been  made ;  225  rupees  per  share, 
being  the  balance  of  250  rupees,  the  amount  of  first  caU,  to  be  paid  on  allotment,  say,  dw 
15th  JNovember  next,  and  the  balance  of  250  rupees  in  two  instalments  of  125  rupees  each, 
payable  on  15th  January  and  1st  March  1868,  respectively.  Payments  on  these  shares 
are  to  be  made  in  cash,  by  the  shareholders  as  well  as  the  public,  and  interest  at  the  rate 
of  five  per  cent,  will  be  allowed  on  all  payments  made  in  advance.  The  periods  of  pig- 
ment and  allotment  have  been  deferred  in  order  to  enable  the  present  shareholders  resi- 
dent m  Ei^land  to  avail  of  the  first  issjie.  If  the  monies  due  on  allotment  be  not  p^d 
withui  10  days  from  that  date,  the  allotment  will  be  cancelled,  and  the  deposit  money  for- 
feited. On  all  sums  past  due  in  respect  of  calls,  interest  will  be  charged  at  a  rate  of  not 
less  than  1 2  per  cent,  per  annum. 

The  b^ance  of  10,000  shares  will  be  reserved  for  the  holders  of  shares  in  the  present 
Bank  of  Bombay  at  the  same  time  such  allotment  shall  be  made,  in  the  proportion  of  one 
new  share  for  two  old  shares.  Any  shares  not  taken  up  shaU  be  allotted  as  the  directors 
may  {letermme.  The  last-mentioned  issue  shall  be  made  when  the  assets  realized  from 
the  old  bank  shall,  after  providing  for  aU  its  liabiUties,  amount  to  the  sum  of  10  kcs  of 
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rupees,  when  certificates  of  shares  will  be  issued  each  credited  with  100  rupees;  and  fur- 
ther sums  of  100  rupees  shall  be  credited  as  realized  from  time  to  time,  as  and  when  the 
surplus  assets  realized  from  the  old  bank  shall  be  sufficient  for  that  purpose.  In  the  event 
of  the  assets  of  the  Bank  of  Bombay  not  realizing  the  sum  of  500  rupees  per  share,  it 
shall  be  competent  for  the  directors  to  enforce  payment  of  any  balance  due  on  the  last- 
mentioned  shares  on  the  Sist  March  1869. 

The  new  Bank  of  Bombay  shall  be  entirely  distinct  and  separate  from  the  old  bank,  and 
shall  only  take  over  €he  approved  current  and  deposit  accounts  of  the  latter,  with  sufficient 
cash  and  approved  assets  to  meet  such  current  and  deposit  accounts,  save  as  to  the  deposit 
account  of  Government,  which,  it  is  assumed,  is  to  be  continued  with  -die  new  bank. 

The  new  Bank  of  Bombay  shall  aUow  the  old  bank  such  rate  of  interest  on  all  <^ash 
balances  which  may,  durine  the  liquidation  of  the  latter,  stand  to  the  credit  of  its  accouat 
as  mav  be  agreed  on,  uid  shall  be  entitled  to  charge  interest  at  the  highest  rate  current 
for  all  advances  made  by  them  and  standing  to  the  debit  of  the  old  bank. 

The  new  bank  to  assume  the  goodwill  ofthe  old  bank's  business  without  any  further  con- 
nderation  than  the  prefei^nce  ^ven  in  tl>e  allotment  of  shares  to  the  present  shareholders. 


Applications  for  diares  in  the  annexed  form  will  be  received  as  follows : — From  resi- 
dents of  Bombay  up  to  the  9th  of  August  next ;  from  persons  resident  up-oonntry  nntil 
the  20ch  of  August;  from  Europe  up  to  the  15th  day  of  November  next. 

(signed)         Jf.  Frasety 
Bombay,  19  July  1867.  Secretary  to  the  Provisional  Committee. 


New  Bank  of  Bombay. 


Form  of  Application  for  Shares. 


Sir, 


To  J.  Stuart^  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

1867. 


I  BEQUEST  that  you  will  register  my  application  for  diares  in  the 

new  Bank  of  Bombay  on  the  terms  of  prospectus  issued  on  the  19th  July  1867,  and  I 
hereby  agree  to  accept  the  above  or  any  less  number  of  shares  which  may  be  allotted  to 
me,  and  to  pay  all  calls  due  tiiereon.  '::::Z 

I  enclose  a  check  for  rupees,  the  deposit,  on  application,  of  25  rupees^  per 

share  on  the  above  shares. 

I  am,  &c 

Name  in  full  _. 

Profession 


Address 


New  Bank  op  Bombay. 


Beceited  of 

ing  deposit  on  application  for 

Bombav.                            1867. 
the  sum  of                                     rupees, 
shares  in  the  New  Bank  of  Bombay. 

For  the  Bank  of  Bombay, 

Rs. 

Head  Accountant. 

133-  Y4 

Digitized  by  CjOOQ IC 


176  CORRESPONDENCE,  &c.  RELATIVE  TO  THE 

(No  4561  of  1867.) 
The  Chief  Secretary  to  Government  Financial  Department. 

Sir,  Bank  of  Bombay,  Bombay,  3  October  1867. 

With  reference  to  my  letter.  No  3468,  dated  20th  J  uly  last,  I  have  the  honour  by 
desire  of  the  directors  of  the  bank,  to  forward,  for  the  consideration  of  his  Excellency  the 
Governor  in  Council,  copy  of  letter,  dated  3rd  instant  from  the  provisional  committee  of 
the  new  Bank  of  Bombay, 

2.  At  the  last  annual  meeting  of  the  shareholders  of  this  bank,  held  on  the  12th  August, 
it  was  resolved  that  the  directors  should  call  a  general  meeting  on  the  20th  November,  for 
the  purpose  of  placing  the  bank  in  liquidation  and  handing  over  the  current  business  to 
the  new  bank. 

3.  The  directors  would  therefore,  most  respectfully  request  that  his  Excellencv  the 
Governor  may  be  pleased  at  his  early  convenience,  to  favour  the  committee  with  his 
approval  of  the  prospectus,  and  the  intentions  of  Government  with  regard  to  its  connection 
with  the  new  bank,  as  it  is  of  the  utmost  importance  that  steps  should  be  immediately 
taken  to  enable  the  new  bank  to  commence  business  in  November,  so  soon  as  this  bank  is 
placed  under  liquidation. 

4.  I  am  further  instructed  to  state  that  the  directors  concur  in  the  views  expressed  by 
the  provisional  committee  that  50  lakhs  of  rupees  of  capital  is  amply  sufficient  to  commence 
business  with. 

I  have,  &c. 
(signed)         J.  Stuarty 

Secretary  and  Treasurer. 


To  John  Stuart,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

Dear  Sir,  Bank  of  Bombay,  Bombay,  3  October  1867. 

I  AM  directed  by  the  provisional  committee  of  the  new  Bank  of  Bombay  to  request 
that  you  will  obtain  the  sanction  of  the  directors  of  the  bank  to  represent  to  his  Excellency 
the  Governor  in  Council  the  importance  of  an  immediate  reply  to  our  former  letter  of  19tfi 
July,  submitting  for  the  favourable  consideration  of  Government  the  prospectus  of  the 
bank. 

2.  There  are  now  1,062  applicants  for  upwards  of  18,000  shares  from  the  shareholders 
of  the  present  bank  and  the  public,  and  any  material  alteration  in  the  prospectus  would 
render  necessary  a  reference  to  each  of  the  subscribers,  many  of  them  resident  in  England, 
and  this  would  postpone  the  establishment  of  the  new  bank  for  an  indefinite  period ;  the 
committee  therefore  earnestly  hope  that  his  Excellency  the  Governor  in  Council  will  be 
pleased  to  express  his  approval  of  the  prospectus  and  intimate  the  intention  of  Government 
as  to  the  connection  with  the  bank,  and  the  continuance  of  the  cash  balance. 

3.  At  the  general  meeting  of  the  shareholders  of  the  present  bank,  to  be  held  on  the 
20th  November,  it  is  intended  that  resolutions  will  be  suomitted  for  placing  the  bank  in 
liquidation,  appointing  liquidators  with  authority  to  hand  over  the  business  to  the  new 
bank ;  it  is  therefore  absolutely  necessary  that  the  new  bank  should  be  ready  on  that  date, 
or  as  soon  after  as  possible,  to  take  up  the  business  of  the  old  bank,  and  this  can  only  be 
done  by  an  early  reply  from  Government  to  enable  the  committee  to  take  immediate  steps 
for  the  formation  ol  the  new  bank. 

4.  The  committee  would  take  this  opportunity  of  stating  that  they  have  received  from 
the  mercantile  firms  and  banks  of  London  and  this  city  opmions  that  a  paid-up  capital  of 
50  ^lacs  of  rupees,  in  the.  first  instance,  is  ample  to  meet  all  the  probable  requirements  of 
the  place,  and,  if  so,  it  seems  to  the  committee  that,  with  proper  precaution  taken  to 
secure  good  management,  it  would,  at  the  same  time,  be  considered  by  Government  suffi- 
cient security  for  the  banking  account. 

5.  The  committee  would,  therefore,  most  respectfully  and  earnestly  urge  upon  his 
Excellency  the  Governor  in  Council,  the  necessity  of  being  favoured  with  the  views  of 
Government  on  thiR  subject  at  an  early  date. 

I  am,  &c. 
(signed)         T.  £.  Maenab, 
Acting  Secretary,  Provisional  Committee, 
New  Bank  of  Bombay. 
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(No.  4580  of  1867.) 
The  Chief  Secretary  to  Government,  Financial  Department,  Poona. 

Sir,  Bank  of  Bombay,  Bombay,  5  October  1867. 

With  reference  to  my  letter.  No.  4561,  dated  3rd  instant,  I  have  the  honour  now  to 
enclose  copy  of  a  letter  dated  5th  instant,  from  the  provisional  committee  of  the  new  bank, 
and  to  request  that  it  may  be  submitted  to  his  Excellency  the  Governor  in  Council  along 
with  the  letter  from  the  committee  dated  3rd  instant. 

I  have,  &c. 
(signed)         J.  Stuart^ 

Secretary  and  Treasurer. 


(No.  931  of  1867.) 

J.  Stuart,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

Dear  Sir,  Bombay,  5  October  1867. 

In  continuation  of  my  letter  of  the  3rd  instant,  I  am  now  directed  by  the  provisional 
committee  of  the  new  bank  to  state,  that  should  his  Excellency  the  Governor  in  Council, 
be  of  opinion  that  the  proposed  paid  up  capital  of  50  lakhs  of  rupees  does  not  aiFord  suffi- 
cient security  to  Government  for  the  cash  balances  under  the  present  arrangement  with 
the  bank,  the  committee  would  respectfully  suggest  for  the  consideration  of  Government 
whether  the  conditions  might  not  be  considerably  modified  so  as  to  afford  Government 
greater  security. 

2.  Under  the  present  arrangement  the  bank  is  allowed  to  employ  40  lakhs  of  rupees  in 
the  current  business,  and  the  cash  balance  in  excess  of  that  sum  is  set  aside  as  a  reserve 
in  coin  on  behalf  of  Government. 

3.  It  is  now  proposed  that  in  addition  to  the  above  reserve  in  coin  of  the  cash  balance 

in  excess  of  40  lakhs  of  rupees,  the  bank  should  set  aside  a  special  reserve  of  10  lakhs  of  loooOOOl^ir. 
rupees  to  be  held  in  Government  promissory  notes  on  behalf  of  Government,  as  security 
for  an  equal  amount  of  the  cash  balance ;  the  interest  received  from  time  to  time  on  these 
Government  notes,  however,  to  be  the  property  of  the  bank. 

4.  The  remaining  30  lakhs  the  bank  to  have  the  privilege  of  employing  in  its  general 
business,  as  provided  for  under  the  provisions  of  the  recendy  amended  charter. 

5.  The  securi^  to  Government  would,  therefore,  be — 

Firstly.  For  all  the  cash  balance  in  excess  of  40  lakhs,  coin. 

Secondly.  For  10  lakhs.  Government  promissory  notes ;  and 

Thirdly.  For  the  remaining  30  lakhs,  the  capital  and  general  assets  of  the  bank. 

I  am,  &c. 
(signed)        Hugh  Fraser, 

For  Secretary  Provisional  Committee. 


(No  78  p.  of  1867.) 

To  the  Secretary  and  Treasurer  Bank  of  Bombay. 

Financial  Department,  Poona, 
Sir,  12  October  1867. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter,  No.  3468  of  20th  July  last,  with 
which  vou  forwiurded  copy  ofa  letter  from  the  provisional  committee  for  the  reconstruction 
of  the  bank,  enclosing  an  amended  prospectus  of  the  new  Bank  of  Bombay.  I  have  also 
received  and  laid  before  Gt>vernment  your  subsequent  letters  noted  in  the  margin.*  #  No.  45^1,  dated 

2.  The  Bight  Honourable  the  Governor  in  Council,  having  communicated  with  the  No.  4^^,  dated' 
Secretary  of  State,  and  with  the  Government  of  India  on  the  subject,  was  prepared  to  5  October  1867. 
express  his  views  in  reply  to  your  letter  of  the  20th  July,  and  I  will  proceed  to  state 

what  these  views  were.    But  the  receipt  of  your  subsequent  letters  has  led  him  to  alter 
ihem  to  a  certain  extent. 

3.  Before  your  letters  of  the  3rd  and  5th  October  were  laid  before  him,  the  Bight 
Honourable  we  Governor  in  Council  recognised  llie  propriety  of  modifying  the  terms 
stated  in  my  letter  of  the  18th  May  last,  though  not  entirely  to  the  extent  urged  by  the 
committee  of  reconstruction. 

4.  The  Governor  in  Council  would  have  preferred  to  have  had  the  terms  of  the  pros- 
pectus that  has  now  been  prepared  communicated  to  him  before  its  publication,  as  he 
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would  then  have  been  able  to  point  out  the  objections  that  occurred  to  him,  and  which 
have,  more  or  less,  been  concurred  in  by  the  Secretary  of  State  and  Govei^nment  of  India. 

5.  The  chief  objection  felt  by  Government  was  to  that  portion  of  the  prospectus  which  pro- 
vided for  half  the  proposed  capital  of  1 ,000,000  /.,  consisting  in  a  reserved  issue  of  (10,000)  ten 
thousand  shares  to  be  made  when  the  assets  realised  from  the  present  Bank  of  Bombay 
should,  after  providing  for  its  liabilities,  amount  to  the  sum  of  10  lacs  of  rupees,  and  the 
full  payment  of  which  was  to  be  dependent  in  a  great  measure  on  the  further  pn^resB 
made  in  realising  the  present  bank's  assets.  The  Governor  in  Council  objected  to  tl^ 
because  it  entailed  the  possibility  of  the  second  issue  of  shares  never  being  taken  up ;  and 
the  Government  did  not  consider  that  it  would  be  prudent  to  consign  its  large  deporit 
account  to  a  bank  whose  assured  capital  did  not  exceed  (500,0007.)  five  hundred  thousand. 

6.  The  Governor  in  Council,  tlierefore,  while  he  was  prepared  to  consent  to  a  modifica- 
tion in  the  original  demand  that  the  new  bank  should  start  with  a  capital  of  1, 000,000  i, 
of  which  one  half  should  be  paid  up  at  once  and  the  remainder  after  six  months,  was  of 
opinion  that  the  capital  should  be  created  by  one  issue  of  shares  to  the  stipulated  amount 
of  1,000,000/.,  of  which  one  half  should  be  paid  up  at  the  time  of  the  construction  of  the 
bank;  (100,000/.)  one  hundred  thousand,  or  10  lacs,  in  six  months  after  that  date;  and 
(100,0007.)  one  hundred  thousand,  or  ten  lacs,  in  12  months;  seven-tenths  of  the  capital, 
or  (70)  seventy  lacs,  would  thus  have  been  assured,  and  the  remaining  (30)  thirty  lacs 
might  have  been  called  up  at  any  future  time  in  such  manner  as  might  have  been 
agreed  on. 

7.  On  these  conditions  Government  would  have  continued  its  deposit  account  with  the 
new  bank,  subject  to  the  proviso  stated  in  the  lastparagraph  of  my  letter  of  the  18th  May 
(No.  584),  that  it  was  necessary  to  establish  an  efficient  control  over  its  management 

8.  Government  would  also  have  stated  that  although  it  desired  to  cease  its  connection 
with  the  bank  as  shareholders,  yet  it  was  willing  in  consideration  of  the  circumstances  in 
which  the  bank  was  placed  to  continue  to  hold  the  same  amount  of  stock  as  it  originally 
held  in  the  present  bank,  viz.,  three  lacs  of  rupees. 

9.  Having  thus  informed  you  of  the  views  held  by  Government  on  the  subject  of  your 
first  letter,  and  which  it  was  prepared  to  communicate  to  the  directors  and  shareholders, 
I  am  desired  to  state  that  on  the  receipt  of  your  letters  of  the  drd  and  5th  instant  the 
Governor  in  Council,  having  had  an  opportunity  of  consulting  your  chairman,  Mr  J.  L. 
Lushington,  is  anxious  to  meet,  if  possible,  the  objection  which  was  taken  to  any  material 
alteration  being  made  in  the  terms  of  the  prospectus  that  had  formed  the  base  of  the 
applications  for  shares  in  the  new  bank.  His  Excellency  in  Council  believes  that  the 
following  memorandum  embodies  the  suggestions  which  were  made  as  to  the  best  means 
of  meeting  the  difficulties  apprehended  from  such  alteration,  a  copy  of  which  Mr.  Lush- 
ington proposed  to  communicate  to  the  directors  and  committee  of  reconstruction. 

"  The  capital  of  the  new  bank  to  be  1,000,000/.,  in  (20,000)  twenty  thousand  shares  of 
(500)  five  hundred  rupees  each.  Instead  of  having  two  issues,  one  issue  now  of  no,000) 
ten  thousand  shares  to  be  fully  paid  up  by  the  1st  March  next,  and  (10,000)  ten  thousand 
shares  to  be  issued  i^hen  a  certain  proportion  of  the  assets  of  the  old  bank  shall  have  been 
realised,  it  is  proposed  that  the  whole  (20,000)  twenty  thousand  shares  should  be  at  once 
issued,  (10,000)  ten  thousand  of  which  should  be  fully  paid  up  at  the  dates  named  in  the 

Erospectus.  On  the  other  (10,000)  ten  thousand  (20)  twenty  per  cent,  or  (100,000/.)  one 
unored  thousand  to  be  paid  by  the  same  date.  It  would  seem  that  this  alteration  would 
not  require  any  references  to  those  who  have  now  applied  for  shares,  as  they  will  receive 
them  on  exactly  the  same  terms  as  have  been  already  proposed.  The  change  is  as  regitfds 
the  second  issue  only,  for  which  of  course  no  applications  have  hitherto  been  made. 

"  Before  receiving  the  letters  of  the  secretary  to  the  bank,  under  date  of  3rd  October, 
and  the  copy  of  the  better  from  the  reoonstruotion  committer  of  5th  October,  it  had  been 
decided  by  the  Government  to  intimate  to  the  committee  that  the  terms  of  the  prospectoa 
should  be  modified,  and  that  it  would  be  necessarv  that  the  paid  up  capital  of  the  new 
bank  should  be  (700,0002.)  seven  hundred  thousand  instead  of  1,000,000/.  as  propoaedby 
the  letter  of  18th  May. 

**  As  by  this  amended  proposal  the  Government  oonsents  to  diminish  still  further  tibe 
amount  of  oapital  to  be  paid  up  from  (700,000/.)  seven  hundred  thomsand  to  (600,000/.)  ^ 
hundred  thousand,  it  is  desirable  that  the  proposal  of  the  committee  contauii^  in  w^ 
letter  to  Mr.  Stuart  of  the  5th  should  be  adopted. 

**  The  Government,  if  these  proposals  are  accepted,  would  continue  to  hold  the  same 
amount  of  shares  in  the  new  bank,  and  to  continue  with  it  their  cash  balances  under  die 
same  conditions  as  before.*' 

10.  The  !Right  Honourable  the  Governor  in  Council  will  now  await  any  fiurther  exprefr 
sion  of  the  opinions  of  the  directors  or  of  the  members  of  the  provisioiud  committee  for 
reconstruction  on  the  views  contained  in  this  letter. 

I  have,  &c. 
(signedV        Af.  J.  Skccw  Steu^art, 
Assistant  Cnief  Secretary  to  Government. 
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Telegram,  dated  8th  November  1867,  from  the  Secretary  of  State  to  the 

Governor  of  Bombay. 

What  has  been  done  about  the  Bank  of  Bombay? 


Telegram,  received  1 1th  November  1867,  from  the  Govemmeat  of  Bombay 

to  Secretary  of  State. 

If  new  bank  is  not  reconstructed  so  as  to  be  able  to  take  up  busineflB  of 
old  bank,  going  into  liquidation,  Government  is  liable,  under  guarantee  autho- 
rised by  the  Government  of  India  last  March»  to  pay  deposit  amounting  to  53rd 
(63  r)  lac  pending  realization  of  assets.  This  at  present  time,  with  heavy  calls 
0n  Treasury,  woidd  be  veiy  int^nrenient.  I  fear  Government  not  taking  shares 
may  induce  native  capitalists  to  withdraw  applications  for  shares,  and  so  new 
bank  ....  fail.  Some  have  done  so  already.  Would  it  be  possible  to  take 
shares  not  to  be  parted  with  for  three  jnears,  with  notice  that  Government  widoi- 
draws  after  that  time.  If  you  authorise  this  I  need  not  do  it  unless  absolutely 
necessary. 


Telbgram,  dated  I4th  Novenb^  1867»  from  Secretary  of  State  to  Goverameiat 

of  Bombay. 

Bank  of  Bombay.  Act  on  your  own  judgment.  Do  not  take  shares  unless 
absolutely  necessary.  If  you  take  them,  give  shareholders  in  England  time  to 
reconsider  their  decision. 


Telegram^  dated  22nd  j&Jovember  1867,  from  Government  of  Bombay  to 

Secretary  of  State. 

Your  telegram  about  the  bank  arrived  quite  unintelligible.    Please  repeat. 


Telegram,  sent  25th  November  1867,  from  Secretary  of  State  to  Governor. 

Bombay. 

Bank  of  Bombay.  Act  on  yout  own  jtidgment.  Do  not  take  shates  unless 
absolutely  necessary.  If  ybu  take  them  give  shareholders  in  England  time  to 
reconsider  their  decision. 

-  Some  English  shareholders  may  have  declined  to  take  shares  on  being  told 
Government  would  not  take  any.  These  should  have  a  chance  of  recon8ider«» 
tion ;  but  I  hope  you  will  do  without  takmg  shares.  What  business  is  the 
i^nt  of  the  Bank  of  Bengal  doing  in  Bombay  ?  We  cannot  aBbw  a  braiich 
bank. 


Telegram,  dirf;ed  CiJcutta,  27th  November  1867>  from  Financial  Secretary  to ' 

Secretary  of  Srate. 

The  following  is  an  extract  from  a  letter  of  instructions  from  the  Bank  of 
Bengal  to  Mr.  Hector,  their  agent  at  Bombay  :  ^*  As  it  is  not  the  intention  of 
the  directors  to  establish  a  regular  branch  for  the  transaction  of  every  descrip- 
tion of  business,  you  will  understand  that  your  duties  will  be  strictly  confined 
to  realizing  the  bank  s  assets,  tjollecting  bills  sent  from  time,  disposing  of  the  pro- 
ceeds as  you  may  be  instructed,  honouring  drafts  drawn  by  the  head  offices  and 
branches,  and  generally  conducting  the  business  heretofore  transacted  for  this 
bank  by  the  Bank  of  Bombfty,  the  receipts  of  deposits  is  thus  carefully  eicduded^' 
A  copy  of  the  abore  was  sent  to  the  Government  of  Bombay  for  remarks. 
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(Financial  Department. — No.  38,  of  1867.) 

To  the  Under  Secretary  of  State  for  India^  London. 

Sir,  Bombay  Castle,  29  October  1867. 

I  AM  directed  by  the  Right  Honourable  the  Governor  in  Council  to  enclose 

No.4(>87,ofi2  0cto-  copies  of  two  letters  received  from  the  secretary  and  treasurer  of  the  Bank  of 

Nj'4735^on5idem'  Bombay,  the  latter  of  which  is  a  reply  to  the  letter  from  this  Government  of  the 

'  '  12th  instant  (Nc^  78p.),  copy  of  which  was  forwarded  to  you  by  the  mail  of 

the  14th  instant  with  my  letter  to  No.  86. 

2.  On  the  receipt  of  the  bank's  letter  of  the  12th  instant,  the  following  tele- 
gram was  dispatched :  — 

*^  From  Poena,  To  London. 

From  Governor,  To  Secretary  of  State. 

*i  Committee  for  reconstructing  bank  represent  that  if  terms  cf  prospectus  changed,  as 
I  proposed,  subscriptions  for  shares  will  probably  be  withdrawn.  They  propose  that 
Government  notes  to  amount  of  ten  lacs  should  be  set  aside  as  security  for  so  much  of 
Gt)vemment  deposit,  thus  reducing  Government  risk  to  30  lacs  instead  of  40.  I  think 
this  might  be  done,  as  otherwise  great  complication  will  ensue. ** 

3.  The  Right  Honourable  the  Governor  in  Council  was  prepared  to  accede 
to  the  request  of  the  committee  of  reconstruction,  and  refer  the  question  for 
the  decision  of  the  Secretary  of  State,  when  a  telegram  was  received  from  the 
Government  of  India,  stating  that  the  Secretary  of  State  agreed  to  entrust 
the  Governnient  accounts  to  the  bank,  with  a  capital  of  50  lacs  of  inipees,  but 
would  not  consent  to  Government  becoming  a  shareholder  in  the  new  bank. 
This  telegram  is  now  under  the  consideration  of  the  Governor  in  Council ;  and 
in  the  meantime  I  am  desired  to  submit  these  papers,  and  to  request  that  they 
may  be  laid  before  the  Secretary  of  State. 

I  have,  &c. 
(signed)        M.  J.  Shaw  Stewart, 

Acting  Chief  Secretary  to  Government. 


(No.  4687  of  1867.) 

The  Chief  Secretary  to  Government,  Financial  Department,  Poena. 

Sir,  Bank  of  Bombay,  Bombay,  12  October  1867. 

I  AM  instructed  to  state,  for  the  information  of  his  Excellency,  the  Governor  in  Council, 
that  at  a  special  meeting  of  the  directors  of  the  bank,  together  with  tJie  provisional  comr 
mittee  of  the  new  bank,  specially  convened  for  the  piurpose  of  taking  into  consideration 
a  confidential  memorandum  submitted  by  Mr.  Lushmgton,  as  to  the  views  of  Govern- 
ment with  respect  to  the  new  bank,  it  was  understood  that  in  the  event  of  its  not  being  in 
the  power  of  those  engaged  in  the  formation  of  the  new  bank  to  give  effect  to  the  proposals 
contained  in  that  memorandum,  that  any  alternative  suggestion  would  have  to  be  sub- 
mitted to  the  Secretary  of  State,  and,  after  considerable  discussion,  it  became  evident  that 
the  most  prudent  course  would  be  to  request  Government  to  refer  the  matter  to  the 
Secretary  of  State  with  as  little  delay  as  possible.  I  have,  therefore,  the  honour  to  for- 
ward copy  of  a  resolution  adopted  by  the  provisional  committee  at  the  meeting  to-day,  and 
to  express  the  earnest  desire  of  the  directors  that  his  Excellency  may  be  pleased  to  comply 
with  the  request  of  the  committee,  and  communicate  with  the  Secretary  of  State  by  tele- 
graph, so  as  to  avoid  the  inconvenience  and  risk  of  any  further  delay  in  the  establishment 
of  tne  new  bank. 

I  have,  &c. 
(signed)        J.  Stuart,  Secretary  and  Treasurer. 


Copy  of  Resolution  referred  to  in  the  above  Letter. 

*^  Resolved, — That  having  regard  to  the  memorandum  furnished  by  Mr.  Lushington, 
considerable  doubt  is  entertained  whether  the  directors  of  the  new  bank  would  have  power 
to  increase  the  first  issue  of  shares  beyond  10,000 ;  and  it  being  impossible  for  the  old 
shareholders  at  ouce  to  take  up  l^e  reserved  issue,  that  his  Excellency  the  Governor  be 
respectfully  requested  to  communicate  with  the  Secretary  of  State,  with  the  object  of 
ascertaining  whether  the  Government  will  continue  their  account  and  remain  as  share- 
holders in  the  new  bank  on  the  terms  of  the  prospectus  as  it  stands.  The  committee 
consider  that  it  would  be  sufficient  if  Government  would  consent  to  take  up  a  reduced 
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number  of  shares  in  the  new  bank,  and  continue  the  account  on  the  modified  terms  referred 
to  in  the  memorandum.  That  as  the  time  for  allotment  of  shares  is  so  nearly  approaching, 
his  Excellency  be  respectfully  requested  to  communicate  with  the  Secretary  of  State  by 
telegram,  with  the  object  of  eliciting  an  immediate  reply." 


(No.  4735  of  1867.) 

The  Chief  Secretary  to  Grovemment,  Financial  Department,  Poena. 

Sir,  Bank  of  Bombay,  Bombay,  15  October  1867. 

Your  letter.  No.  78  P,  dated  12th  instant,  was  duly  submitted  to  the  Board  of  Directors 
of  tiie  bank  at  the  meeting  to-day,  and  in  reply  I  am  instructed  to  state  that,  as  the  subject 
of  tiie  Government  connection  with  the  new  bank  was  fully  discussed  at  the  meeting  of 
the  directors  and  provisional  committee  on  the  12th  instant,  and  the  result  communicated  to 
you  in  my  letter  No.  4687,  of  that  date,  the  directors  do  not  consider  it  necessary  to  reply 
further  until  they  have  received  an  answer  to  my  letter  of  the  12th  instant. 

I  have,  &C. 
(signed)        J.  Stuart^ 

Secretary  and  Treasurer. 


(Financial  Department.— No.  39  of  1867.) 
To  the  Under  Secretary  of  State  for  India,  London. 


Sir,  Bombay  Castle,  29  October  1867. 

I  AM  directed  by^the  Right  Honourable  the  Governor  in  Council  to  forward 
to  you,  for  submission  to  the  Secretary  of  State  for  India  in  Council,  copy  of  ft 
letter*  just  received  from  the  secretary  and  treasurer  Bank  of  Bombay,  regard-  o  j^o.  4879,  dated 
ing  the  appointment  by  the  Bank  of  Bengal  of  an  agent  for  the  transaction  of  29  October  1867. 
the  business  of  that  bank  in  Bombay. 

I  have,  &c. 
(signed)         M.  J.  Shaw  Stewart^ 

Acting  Chief  Secretary  to  Government. 


(No.  4879.) 

The  Chief  Secretary  to  Government,  Financial  Department,  Poena. 

Sir,  Bank  of  Bombay,  Bombay,  29  October  1867* 

I  HAVE  the  honour,  by  desire  of  the  directors  of  the  bank,  to  forward,  for  the  informa- 
tion of  the  Bight  Honourable  the  Governor  in  Council,  the  annexed  copy  of  a  letter,  dated 
22nd  instant,  which  they  have  just  received  from  the  secretary  and  treasurer  of  the  Bank  • 
of  Bengd,  intimating  that  the  directors  of  that  bank  have  appointed  an  agent  to  transact 
their  business  in  Bombay. 

2.  Mr  directors  would  most  respectfully  state  that  since  the  establishment  of  the  Bank 
of  Bombay  in  1840,  they  have  acted  as  the  agents  of  the  Buik  of  Bengal  in  this  city,  and 
believe  that  the  arrangement  has  been  virtually  beneficial.  The  reason  alleged  for  the 
change  now  proposed  is  scarcely  consistent  with  fact,  for  when  the  shareholders  of  tiiis 
bank,  at  their  annual  meeting  in  August  last,  reaolved  that  the  bank  should  be  recon- 
structed by  the  formation  of  a  new  bank,  the  directors  were  authorised  to  call  a  general 
meeting  of  the  shareholders,  to  be  held  on  the  20th  November,  for  the  purpose  of  placing 
this  bank  in  liquidation,  and  nothing  has  since  occurred  to  alter  this  arrangement.  The 
advertisement  cidling  the  meeting  for  this  purpose  has  been  published  in  the  '^  Government 
Gazette.'' 

3.  The  directors  understand  from  other  sources  that  the  directors  of  the  Bank  of  Bengal 
object  to  employ  the  proposed  new  Bank  of  Bombay  as  their  agents,  on  the  plea  that  uie 
Government  do  not  intend  to  take  shares  in  it.  My  directors  would,  therefore,  most 
earnestly  urge  this  fact  upon  the  Right  Honourable  the  Governor  in  Council  as  an 
additional  reason  for  the  Government  taking  even  a  limited  number  of  shares,  so  as  to 
remove  the  only  plea  which  the  Bank  of  Bengal  can  put  forward  for  this  most  extra- 
ordinary proceeding. 

4.  By  the  charter  of  the  Bank  of  Bengal,  the  directors  may,  with  the  sanction  of  the 
Governor  General  of  India  in  Council,  form  business  agencies  at  such  places  as  they  may 
deem  advantageous  to  the  interests  of  the  bank ;  but  it  has  always  been  understood,  and 
tacitly  acted  upon,  that  this  privilege,  enjoyed  equally  with  the  three  chartered  banks  of 
Bengal,  Madras,  and  Bombay,  was  limited  to  the  Presidency  in  which  each  bank  had  its 
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cliief  office,  and  that  it  uras  iK>t  consisi^eiit  -with  the  ^Wt  trf  the  ehaft^i*  to  allow  of  any 
iBtcrferencc  wiA  the  business  of  another  bank  in  a  t!ffifercnt  Presidency,  the  estabU^ment 
of  branch  banks  in  neutral  territory  being  the  only  exception  to  this  tule. 

5.  The  directors  would  resnectfully  request  to  be  informed  whether  any  communication 
has  been  received  by  the  Rignt  Honourable  Ae  Governor  in  Council  from  the  Governor 
General  of  India  in  Council  as  to  the  establishment  of  a  branch  of  the  Bank  of  Bengal  in 
this  city  :  it  may  be  said  that  the  appointment  of  an  a^ent  is  not  the  same  thing  as  the 
establishment  cf  a  branch  bank,  but  it  is  a  diatinction  wiSiout  a  differekiee^  and  it  is  difficult 
to  say  where  the  functions  of  the  agent  ceases  and  the  branch  bank  begins. 

^  If  it  is  competent  for  the  Bank  of  Bengal  to  establish  an  agent  here ;  it  is  equaUy 
competent  to  establish  one  at  Madras,  and  for  the  Bank  of  Madras  to  establish  ageaitsat 
Calcutta  and  Bombay,  and  no  reason  can  be  given  why  the  new  Bank  of  Bombay  fihoold 
not  estaUish  agents  at  Calcutta  and  Madras^  except  that  such  a  course  of  unseemly  com^ 
petition  for  buuness  between  the  three  chartered  I^residency  banks  would  inevital4y  lead 
to  serious  loss  to  all  connected  with  them. 

I  have,  &c. 
(signed)         J.  Stuart, 

Secretary  and  Treasurer. 


To  John  Stuart,  Esq.,  Secretary  and  Treasurer,  Bank  of  Bombay. 

Dear  Sir,  Bank  of  Bengal,  Calcutta,  22  October  1867. 

I  HAVE  to  own  receipt  of  your  telegram  of  21st,  in  reply  to  my  letter  of  14th  instant. 
The  state  of  this  bank's  account  in  Bombay  has  for  some  time  past  engaged  the  anxious 
consideration  of  the  directors ;  and  as  so  much  uncertaintv  still  attaches  to  the  date  on 
which  the  Bank  of  i3<>mbay  is  to  b^  pttt  into  liquidation,  I  have  been  instructed  to  inform 
you  tbat  the  <&e(Tti>rs  have  deemel  it  expedimrt  to  appcnnt  aa  agent  spedaUy  for  die 
tfanmctioat  of  the  bsmk^e  business  in  Bombay.  Mn  John  He^r,  tibci  basok's  chief 
acQountant).  will  accordingly  proceed  to  Bombay  in  a  day  or  two,  and  i£  you  hav^e  not 
idready  endorsed  over  the  current  bills^  pavable  m  Bombay  to  the  accountant  general  of 
Bombay,  as  formerly  directed,  you  will  kindly  transfer  them  by  endorsement  to  Jkfr. 
Hector,  whose  receipt  will  be  binding  on  the  bank. 

I  am,  &c. 
(signed)         G.  Dickson, 

Secretary  and  Treasurer. 


(Financial  Department — No.  46  of  1867) 

To  the  Undei  Secretaiy.  qF  State  for  India,  Loadon. 

Sir,  Bombay  Castle,  19  December  1867- 

With  reference  to  my  predecessor's  letter  to  your  address,  No.  39,  dated 
29tb  October  lasty  I  am  directed  to  forward  to  you,  for  subanission  to  Her 
M^esty's  PiiBcipal  Secretary  of  State  for  India  in  Coun^i},  the  ateompanyiBg 
oo|>y  of  a  letter,  No.  1647,  wbich  C  have  this  day,  by  dh4(Cti<m  of  the  Ittght 
Honourable  the  Governor  in  Council,  addressed  to  the  Govermneot  of  India,  on 
tbe  subject  of  the  appointment  by  the  Bank  of  Beng^d  of  an  agent  for  tlte 
transactioii  of  the  businesB  of  that  bank  in  Bombay. 

2.  A  copy  of  the  telegram  from  the  Secretary  to  the  Government  of  India^ 
referred  to  in  my  letter  to  that  Government,  is  annexed. 

I  have,  &c. 
(signed)         E.  W.  Ravenscrofl, 
Acting  Chief  Secretary  to  Government. 


Tblkoram. 


From  Oalctttta  to  IJombay. 

Prom  Financial  Secretary  to  Chief  Secretary  to  Government. 

()n  34th  October  last  the  Bank  of  Bengal,  in  their  instructions  to  their  agent, 
Mr.  Hector,  now  at  Bombay,  wrote  as  follows :  — 

*'  As  it  is  not  the  intention  of  the  directors  to  establish  a  regular  branch  for 
the  transaction  of  every  description  of  business,  you  will  understand  that  your 
duties  will  be  strictly  confined  to  realising  the  bank^s  asset^,  collecting  bilk 
sent  from  time  to  time,  disposing  of  th^  proceeds  as  you  nmy  be  ia$iruoted, 
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honoarhig  drafts  drawn  by  th«  head  office  and  branches,  and  generally  con- 
ducting the  business  heretofore  transacted  for  this  bank  by  the  Bank  of  Bombay. 
The  receipt  of  deposits  is  thus  carefully  excluded.'* 

Do  you  consider  these  instructions  as  satisfactory?     If  not,  send  detailed 
statement  of  your  Government's  objections. 

26  November  1867. 


(No.  5400  of  18670 
The  Chief  Secretary  to  Government,  Financial  Department, 

Bank  of  Bombay,  Bombay, 
Sir,  10  December  1867. 

1  HAD  the  honour  to  submit  to  the  directors  of  the  Bank  your  letter,  No. 
1490,  of  the  9th  instant,  fowarding  extract  from  a  telegram  received  from  the 
financial  secretary  at  Calcutta,  regarding  the  business  to  be  transacted  by  Mr. 
Hector,  as  agent  in  Bombay  of  the  Bank  of  Bengal. 

2.  In  reply,  I  am  instructed  to  state  that,  without  a  copy  of  the  instructioiKS 
forwarded  from  Calcutta  for  Mr.  Hector^s  guidance,  the  directors  feel  that  it  is 
difficult  to  oflFer  any  opinion  as  to  the  nature  and  extent  of  the  business  that 
may  be  transacted  under  the  vague  terms  used  in  the  telegram. 

3.  The  only  restriction  against  general  banking  business  is  the  prohibition 
to  receive  deposits  ;  but  in  the  present  position  of  the  Bank  of  Bengal,  with  an 
overflowing  treasury,  consequent  on  tne  non-employment  of  their  funds  in 
Calcutta,  this  can  be  of  little  consequence,  while  tlie  liberty  of  "  disposing  *' 
of  the  proceeds  of  bills  remitted  to  Mr.  Hector  from  time  to  time  opens  such  a 
wide  door  for  the  transacting  of  general  banking  business  that  it  is  no  easy 
matter  to  define  the  limits  within  which  he  is  authorised  to  "  dispose  *  of  his 
funds. 

4.  In  the  absence  of  any  instructions  to  the  contrary,  he  may  do  neaidy  all 
the  business  at  present  transacted  by  the  Bank  of  Bombay;  he  may  make  invest*- 
ments  in  Government  and  other  securities  and  dispose  of  the  same ;  he  n^ 
make  advances,  by  way  of  loan  or  otherwise,  on  deposit  of  Government  seouritiisB^ 
railway  stock,  bullion,  and  goods ;  he  may  discount  local  bills ;  he  may  purchase 
and  negotiate  bills  of  exchange  payable  all  over  India,  and  it  dons  nek  appear 
that  he  is  even  prohibited  from  purchasing  bills  of  exchange  payable  in 
England,  for  the  purpose  of  remittance  to  London.  It  is  therefore  olyrioui  thiat, 
with  the  exception  of  receiving  deposits,  the  above  includes  all  the  business  that 
could  be  transacted  by  a  branch  of  the  Bank  of  Bengal  if  regularly  established 
in  this  city ;  and  the  directors  feel  that  a  severe  blow  would  be  struck  at  the 
prosperity  of  the  new  Bank  of  Bombay  if  this  encroachment  of  the  Bank  of 
Bengal  be  allowed  to  continue. 

I  have,  &e. 
(signed)         J.  Stuart, 

Secretary  and  Tifeiasurer. 


(Rnandal  Department.— No.  1547  of  1867.) 

From  £.  W.  RMmserofty  Esq-,  Actii^  Chief  Secretary  to  the  Oovemmenfc  of 
Bombay,  to  JE.  H.  LusbmgtoHy  Esq.,  Becrcter)'  to  the  Govemnvent  of  India; 
Calcutta. 

Sir,  Bombay  Cattie,  Id  December  1807^ 

.  The  Right  Honourable  the  Governor  in  Council  having  been  informed  that 
Mr.  Hector,  an  agent  of  the  Bank  of  Bengal,  had  arrived  in  Bombay,  telegraphed 
on  the  8th  of  November  last  to  his  ^cellency  the  Viceroy  on  the  subject. 
The  Governor  General,  in  reply,  said  that  he  had  no  personal  knowledge  of  the 
Mfrangemeot,  but  he  had  ateertuhed  that  the  direcfora  pf  Hie  Bank  of  Bengal 
had  s^bt  ^«n  ngent  to  Bombay  to  collect  their  outstandings,^  and  added  that 
th©y  had  been  itifbrmed  that  Government  could  not  object  to  their  doing  so. 
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2.  Thd  object  of  the  appointment  being  of  this  limited  character,  his 
Excellency  in  Council  did  not  feel  himself  called  upon  to  take  any  further  action 
in  the  matter.  Subsequently,  on  the  27th  of  November,  a  telegram  was 
received  from  you.  This  conveyed  to  the  Right  Honourable  the  Governor  in 
Council  the  actual  instructions  given  to  Mr.  Hector,  and  requested  that,  if 
any  objection  was  taken  to  them,  intimation  might  be  made  to  the  Supreme 
Government. 

3.  On  reading  the  instructions,  it  at  once  seemed  to  the  Right  Honourable 
the  Governor  in  Council  that  the  sphere  of  Mr.  Hector*s  operations  was  much 
wider  than  had  been  anticipated,  and  that  his  instructions  enabled  him 
practically  to  establish  a  branch  of  the  Bank  of  Bengal  in  Bombay,  and  engage 
in  all  banking  business,  with  the  sole  exception  of  receiving  deposits.  The 
opinion  of  the  directors  of  the  Bank  of  Bombay  has  been  accordingly  asked 
for,  and  has  recently  been  received.     It  will  be  seen  that  they  strongly  object 

♦  No.  64oa  dated  ^q  ti^^  latitude  given  to  Mr.  Hector.  A  copy  of  Mr.  Stuart's  letter*  is  appended 
10  December  1867.  ^^^  ^^^  consideration  of  his  Excellency  the  Governor  General  in  CouncU;  and 
I  am  directed  to  add  that  the  powers  given  to  Mr.  Hector  appear  to  his 
Excellency  the  Governor  in  Council  to  be  such  that,  although  they  may  not  be 
acted  on  to  their  full  extent,  his  Excellency  the  Viceroy  in  Council  may  think 
it  desirable  to  bring  them  within  narrower  limits* 

I  have,  &c. 
(signed)         E.  W.  Ravenscrofl, 
Acting  Chief  Secretary  to  Government. 


Telegram,  dated  14th  December  1867. 

From  Governor  of  Bombay  to  Secretary  of  State. 

I  HAVE  consented  to  take  shares  in  bank,  but  first  satisfied  myself  that 
otherwise  reconstruction  would  fail,  or  too  doubtful  to  risk  it;  under  any 
circumstances  there  would  have  been  difficulty,  but  establishment  of  Bengal 
Bank  agency  increased  them,  and  [consequent  rumours  influenced  native 
capitalists  ?]  Sir  William  Mansfield  cancelled  his  application  for  shares,  on  the 
ground  that  Government  refused  to  take  shares,  and  Secretary  Bank  of  Madras 
also.  A  knowledge  of  these  withdrawals  would  have  affected  applications  from 
other  Presidencies,  and  I  was  obliged  to  assent.  Letter  in.  full  by  mail  as  to 
tfais^  and  proceedings  of  Bank  of  Bengal. 


(Financial  Department. — No.  33  of  1867.) 

To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London. 

Right  Honourable  Sir,  Bombay  Castle,  14  December  1867* 

We  beg  to  forward  copy  of  a  letter  addressed  by  our  secretary  to  the 
secretary  of  the  Bank  of  Bombay,  with  reference  to  Government  taking  shares 
in  the  new  bank 

2.  Your  telegram,  after  explaining  the  strong  feeling  entertained  by  you 
against  Government  taking  shares,  left  the  matter  to  be  decided  according  to 
the  best  of  our  judgment.  We  had  already  formed  a  very  strong  opinion  on 
the  matter,  and  on  receipt  of  your  telegram,  instituted  further  inquiries. 
These  convinced  us,  that  without  Government  becoming  a  shareholder,  the 
reconstruction  of  the  bank  was  impossible. 

3.  On  the  7th  instant  those  gentlemen  who  have  taken  a  prominent  part  in 
the  matter,  attended  at  Government  House,  and  the  following  extract  from  the 
morning  papers  pretty  accurately  records  what  took  place ; — 

'<  This  morning,  at  half  past  10  o'clook,  a  deputation  of  European  and  native  gentlemea 
interested  in  the  reconstraotiqn  of  ^e  Bank  of  Bombay,  waited,  by  appointment,  on  hiB 
Excellency  the  Governor.    Mr.  Bavenscroft,  Acting  Chief  Secretary  to  Governmenti 
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was  in  attendance.  His  Excellency  pointed  out  to  the  deputation  that  the  home  nuthoriti^s 
were  still  most  adverse  to  the  idea  of  Government  taking  shares  in  the  new  bank,  and 
were  disinclined  to  listen  to  any  proposition  to  that  effect.  On  the  strength,  however,  of 
the  views  of  those  in  India,  they  had  determined  to  leave  the  matter  to  the  judgment  of 
the  Governor  of  Bombay,  impressing  on  him  the  reluctance  they  had  to  the  idea  of 
Government  becoming  a  shareholder,  and  hoping  that  the  bank  might  be  established 
without  their  taking  shares.  In  the  event,  however,  of  Sir  Seymour  Fitzgerald  being  con- 
vinced that  the  actual  existence  of  the  new  bank  depended  on  Government  taking  shares, 
they  agreed  to  leave  the  matter  entirely  in  his  hands. 

"  His  Excellency  the  Governor  in  pointing  out  these  views  to  the  deputation,  explicitly 
informed  them  that,  without  the  strongest  proof  that  such  was  indispensably  necessary, 
he  regretted  his  inability  to  agree  to  the  Government  becoming  a  shareholder.  He  then 
asked  each  member  of  the  deputiition  individually,  and  obtained  from  each  a  distinct 
assertion  that,  to  the  best  of  their  judgment,  it  was  indispensably  necessary  to  the  safe 
starting  of  the  bank  that  Government  should  become  a  shareholder.  On  the  strength 
of  these  assertions  that  it  was  indispensably  necessary  for  Government  to  take  shares, 
his  Excellency  directed  Mr.  Ravenscroft  to  carefully  go  through  the  list  of  applications, 
ascertain  how  many  had  been  withdrawn  on  the  rumour  of  Government  not  taking  shares 
getting  noised  about,  and  submit  an  immediate  report.  His  Excellency  promised,  that  if 
the  report  verified  the  statements  verbally  submitted  by  the  gentlemen  present.  Govern- 
ment would  agree  to  become  a  shareholder,  subject,  however,  to  the  right  of  Government 
hereafter,  when  a  fitting  occasion  should  arise,  to  reconsider  the  question  of  their  position 
with  regard  to  the  Indian  Presidency  Banks  generally.  The  committee  then  thanked  his 
Excellency,  and  retired." 

4.  Our  acting  chief  secretary  then  proceeded  to  the  bank,  and,  after  obtaining 
all  the  information  in  his  power,  reported  his  opinion  that  reconstruction  without 
Government  partnership  was  an  impossibility. 

6.  We  enclose  herewith,  letters  from  the  gentlemen  who  formed  the  deputa- 
tion, as  also  a  private  letter  from  the  Accountant  General  in  this  Presidency 
to  his  Excellency  the  Governor,  which  entirely  coincide  with  the  views  verbally 
expressed  by  them. 

6.  With  this  evidence  we  could  come  to  no  other  conclusion  than  that  the 
general  opinion  was  correct^  and  that  Government  partnership  was  indispensably 
necessary  to  start  the  new  bank.  We,  therefore,  ordered  the  letter  mentioned 
in  paragraph  1  to  be  written. 

We  have,  &c. 
(signed)  Wm.  R.  Seymour  V.  Fitzgerald. 

B.  H.  Ellis, 
S.  Mansfield. 


(Financi4  Department.— No.  1494  of  1867.) 

To  the  Secretary  and  Treasurer  of  the  Bank  of  Bombay. 

gir^  Bombav  Castle,  11  December  1867. 

The  Eight  Honourable  the  Governor  in  Council  has  had  under  his  consideration  the 
question  as  to  whether  Government  will  take  shares  in  the  New  Bank  of  Bombay.  He 
has  decided  Aat  Government  will  become  a  shareholder,  and  I  am  desired  to  request  that 
100  shares  of  the  first  issue  may  be  allotted  to  Government.  Of  the  second  issue,  so 
many  should  be  allotted  as  will,  with  the  100  shares  now  apnlied  for,  make  Government 
as  large  a  holder  in  the  new,  as  they  are  in  tjie  Old  Bank  of  Bombay. 

2.  I  am  directed  to  add  that  this  decision  has  been  taken  in  view  to  the  present  recon- 
struction of  the  bank  and  its  establishment  on  a  satisfactory  basis ;  but  that  the  Govern- 
ment will  feel  themselves  at  liberty  hereafter  to  withdraw  from  its  connection  as  a 
shareholder  with  the  bank  in  the  event  of  its  being  found  desirable  to  re-consider  the 
position  of  the  State  with  respect  to  the  Presidency  Banks  in  India. 

3.  I  am  further  to  add  that  the  otiier  stipulation  contained  in  the  telegram  f  of  the 
Secretary  of  State,  substance  of  which  was  conmiunicated  to  you  by  the  Accountant 
General  on  tiie  29tii  October  last,  remains  unaltered. 

4.  I  am  requested  to  point  out  that  in  allotting  the  shares  especial  care  should  be  taken 
that  the  interests  of  shareholders  of  the  old  bank  in  England  who  applied  for  shares,  and 

then 


+  Thia  telegram  is  the  one  referred  to  in  paragraph  3  of  tha  financial  letter  from  the  acting  chief  aecretaiy 
to  this  government  to  the  Under  Secretary  of  State,  No.  38,  dated  29  October  1867. 
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then  withdrcTf  their  applications  when  Government  announced  their    intention  of  not 
being  a  shareholder,  may  be  carefully  respected. 

I  have,  &a 
(signed)         E,  W.  Ravenscrofly 

Acting  Chief  Secretary  to  Governments 


To  the  Right  Honourable  Sir  Seymour  Fitzgeraldy  K.  s.  I. 

Sir, 

I  HAVE  much  pleasure  in  complying  with  your  Excellency's  request  that  I  should 
place  on  record  the  statements  made  this  morning  when  I  had  the  honour  of  forming  one 
of  the  deputation  appointed  for  the  purpose  of  obtaining  your  views  on  the  subject  of  the 
Government  taking  shares  in  the  New  Bank  of  Bombay. 

I  am  clearly  of  opinion,  from  my  knowledge  of  the  applicants,  that  many  would  with- 
draw from  taking  shares  so  soon  as  it  became  known  that  Government  had  decided  upon 
not  taking  shares,  yet  I  was  scarcely  prepared  to  find  that  so  much  importance  was  attached 
by  all  classes  of  applicants  to  the  necessity  of  this  Government  connection  till  I  had  re- 
ceived from  several  influential  persons  letters  stating  that  they  would  take  shares  only  on 
condition  of  Government  continuing  shareholders.  I  may  mention  one  or  two  instances. 
Sir  William  Mansfield,  in  reply  to  the  proposals  made  for  the  reconstruction  of  the  bank 
in  May  last,  stated  that  he  would  be  prepared  to  take  his  allotment  on  the  understanding 
that  full  security  was  given  that  the  trovemment  account  was  transferred  to  the  new  bans 
for  a  fixed  period,  and  also  that  Government  should  continue  their  interest  therein  as 
shareholders. 

It  is  generally  understood  that,  amongst  other  reasons  for  the  establishing  an  agent  of 
the  Bank  of  Bengal  in  this  city,  the  unlikelihood  of  Government  taking  shares  in  the  new 
bank  had  some  influence,  and  ii  this  could  have  been  considered  a  reason  by  so  great  an 
institution  so  closely  connected  with  the  Government  of  India,  it  can  easily  be  seen  what 
the  effect  would  be  upon  the  minds  of  the  native  shrofiTs  and  dealers  in  the  bazaar ;  in  fact, 
00  significant  was  this  feeling  of  distrust  that  as  soon  as  it  became  known,  Mr.  Mclvor, 
the  secretary  to  the  Bank  of  Madras,  telegraphed  to  me  as  follows : — 

"  Consequent  on  refusal  of  Government  to  take  shares,  and  establishment  of  branch 
by  Bank  Bengal,  please  cancel  my  application  for  shares  in  new  Bank  of  Bombay^ 
provided  deposit  is  not  forfeited." 

Mr.  Cowasjee  Jehanghier,  who  applied  for  1,000  shares,  withdrew  his  apf^eation  so 
soon  as  doubts  were  entertained  of  tne  Government  connection.  He  is  a  person  (^  veir 
considerable  influence  with  his  countrymen,  and  I  have  no  doubt  but  that  ms  example  wiu 
be  followed  by  many  withdrawals  on  the  same  plea. 

I  am,  therefore,  convinced  that  it  would  be  impossible,  in  the  face  of  such  adverse  cir- 
cumstances, to  establish  the  new  bank  on  a  satisfactory  footing  unless  the  Gt)vemment  is 
prepared  to  take  shares;  and  without  this  assurance  of  support  I  fear  that  any  attempt  to 
allot  the  shares  and  call  up  the  capital  would  only  end  in  a  miserable  failure. 

In  the  view  of  the  Government  connection  with  the  presidency  banks  being  taken  into 
consideration  at  no  very  distant  date,  I  hope  it  may  not  be  considered  presumptuous  to 
suggest  that  Government  should  only  take  a  limited  number  of  shares,  say  100,  of  the  first 
issue,  so  as  to  avoid  the  inconvenience  and  loss  which  would  naturally  result  from  throwing 
a  large  number  of  shares  on  the  market  for  sale  at  one  tiAe,  should  it  ultimately  be  dedded 
that  me  Government  should  no  longer  continue  their  interest  in  any  of  the  banks  as 
shareholders. 

I  have,  &c. 
Bank  of  Bombay,  (signed)        J.  Stuart, 

Bombay,  7  December  1867.  Secretary  and  Treasurer^  Bank  of  Bcnnbaj. 


To  His  Excellency  the  Right  Honourable  Sir  Seymour  Fitzgerald,  K.^i.,  Groyemor 

of  Bombay. 
Sir, 

As  desired  by  your  Excellency,  I  have  now  the  honour  to  record  my  opinion  as  to  how 
far  the  establishment  of  a  new  Bank  of  Bombay  is  dependent  upon  Government  taking  a 
proprietary  interest  in  the  undertaking. 

In  the  first  place  I  have  no  hesitation  in  expressing  my  belief  that  if  Government  will 
take  shares  there  will  be  no  difficulty  in  forming  a  bank  of  such  strength  as  to  justify  the 
position  it  is  intended  to  occupy  as  regards  the  businesss  of  Government,  and  at  the  same 
time  prove  of  important  service  as  regards  the  trade  of  this  presidency.  If,  <»  the  other 
hand.  Government  will  not  accept  shares,  I  believe  it  will  be  found  impossible  to  start  the 
new  bank  with  that  standing  and  credit  which  are  essential  to  its  success. 

Not  being  a  member  of  the  reconstruction  committee,  I  have  not  the  means  of  knowing 
what  communications  they  have  received  from  applicants  for  shares  in  the  new  bank,  or 
what  number  of  applications  have  been  withdrawn.  But  I  know  that  there  is  a  very  stnmg 
feeling  on  the  subject,  and  that  a  large  proportion  of  the  shares  applied  for  would  not  be 
taken  up  on  allotment  unless  Government  also  take  shares.     I  may  here  mention  that 
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wiuan  it  was  aimounoed  in  England  tlmt  shares  in  the  new  bank  were  not  to  be  held  by 
Govemment,  the  firm  to  which  I  belong  were  instructed  by  telegraph  to  decline  a  large 
number  of  shares  which  had  previonsly  been  apnlied  for. 

It  is  known  that  many  influential  individuals  nave  withdrawn  their  applications  on  the 
same  pretext,  and  that  others  made  their  applications  conditional  on  State  proprietorship. 
The  idea  that  sndhi  people  distrust  the  bank  without  Oovernment  co-partnership,  or  that 
Grovemment  may  be  deterred  from  accepting  shares  by  distrust  of  the  investment,  gives 
me  to  misgivings  on  the  part  of  many  who  are  incapable  of  forming  an  opinion  for  them- 
selves.  Aay  such  impression  naturally  gains  ground  more  rapidly  at  a  time  when  so  many 
have  suffered  losses  by  the  old  bank.  Many  applied  for  shares  in  the  new  bank  in  the 
hope  of  recouping  su<ai  losses,  but  seeing  indications  of  distrust  they  would  prefer  witiv* 
drawing,  or  even  forfeiting,  the  deposits  they  have  already  made,  rather  than  incur  any 
possible  risk,  which,  perhaps,  they  cannot  afford  to  meet.  Othei^  equally  timid  and  leaf 
ai)le  to  judge  for  themselves  are  liins  led  to  take  alarm,  while  others  seeing  all  this,  with* 
draw  an  the  chance  of  purchasing  shares  on  equally  good  terms  when  the  bank  is  started. 
But  to  start  the  bank  successfully  it  is  essential  that  there  should  be  a  demand  for  share?, 
atnd  not  a  desire  to  withdraw  or  evade  ^plications. 

SoppoBing  iAke  required  amount  of  capital  could  be  rmsed,  there  is  little  doubt  that  msmy 
womld  desire  to  get  rid  of  thmr  ^aree,  and  it  would  be  objectionable  for  shares  in  the 
bank  entrusted  with  the  Government  business  to  be  at  a  discount 

The  importance  of  Government  co-partnership  in  the  bank,  as  far  as  other  shareholders 
are  concerned,  is  no  doubt  exaggerated,  and  to  some  extent  imaginary,  but  the  prevailing 
idea  is  that  additional  supervision  and  control  in  the  conduct  of  the  business  would  thua 
be  enfiured,  and  this  would  give  greater  confidence. 

If  it  were  officially  announced  that  Government  are  prepared  to  accept  shares,  I  believe 
there  would  no  longer  be  any  diflSculty  in  raising  all  the  capital  required.  This  is  proved 
by  the  fact  that  on  the  publication  of  Messrs.  Forbes,  Forbes  &  Co.'s  telegram  stating 
that  the  matter  had  been  satisfactorily  decided  by  the  Secretary  of  State,  the  unallottea 
shares  previously  unsaleable  were  at  once  quoted  at  10  per  cent,  premium. 

I  do  not  think  it  is  necessary  that  Government  should  hold  proportionately  as 
barge  an  interest  in  the  new  bank  as  in  the  old,  but  I  do  think  that  unless  some  shares 
of  the  first  issue  are  retained  by  Government,  the  new  bank  cannot  be  successfully 
famnched. 

It  is  impossible  to  say  what  the  actual  result  would  be  if  the  shares  were  allotted  with- 
out Government  co-partntership,  but  the  risk  of  failure  woidd,  I  think,  be  too  great  te 
justify  the  experiment. 

I  sincerely  trust,  therefore,  that  your  Excellency  may  be  pleased  to  accept  shares  in 
the  new  bank  on  behalf  of  Government. 

I  have,  &c.  . 
(signed)         G.  M.  Stewart^ 
(Partner  in  the  Firm  of  Messrs.  Remington  &  Co.) 

Elphinstone  Circle,  7  December  1867. 


To  the  Right  Honourable  Sir  Seymour  Fitzgeraldj  K.s.i.,  Governor  of  Bombay. 

Right  Honourable  Sir, 

You  have  done  me  the  honor  to  request  me  to  put  on  paper  for  your  perusal  my  views 
as  to  the  possibility  of  reconstructing  the  Bank  of  Bombay,  if  Government  fails  to  interest 
itaelf  as  a  shareholder  in  the  new  bank. 

I  am  not  prepared  to  say  that  I  think  it  would  be  absolutely  impossible  to  find  persons 
willing  to  accept  allotments  to  the  extent  of  10,000  shares,  but  I  am  certain  that  so  many 
applications  would  be  withdrawn,  and  so  many  allotments  would  be  rejected  by  men  of 
mnuenoe,  shareholders  in  the  Old  Bank  of  Bombay,  if  it  was  known  definitely  that 
Government  had  determined  not  to  take  shares  in  the  new  bank,  that  the  result  would  be 
at  least  doubtful.  For  Government  to  run  the  lisk  of  an  institution  breaking  down  at  the 
outset  of  its  career,  with  which  Government  had  declared  its  intention  to  keep  its 
banking  account,  would  in  this  country  be  impolitic.  And  the  risk  of  such  a  failure  is 
verv  great. 

Already  a  large  number  of  applications  has  been  withdrawn,  because  it  was  merely 
rumoured  that  Government  would  not  take  shares ;  and  every  one  who  is  well  acquainted 
with  the  native  feeling  on  this  sulgect  is  aware  that  the  vast  majority  of  native  apfdicants 
would  refuse  to  accept  allotments,  although  they  allow  their  applications  to  atand  in  case 
some  unforeseen  circumstance  shoidd  arise  to  send  the  shares  to  a  premium,  in  which  caae 
they  would  at  once  realise  their  profit  and  be  clear  of  the  concern. 

To  any  one  who  has  watched  the  natives  through  the  share  mania  the  above  course  of 
action  is  familiar,  and  consequently  the  actual  number  of  withdrawals  cannot  be  taken  as 
a  true  criterion  of  the  feeling  regarding  the  necessity  of  Government  being  interested  as 
a  shareholder  in  the  new  bank. 

But  supposing  that  the  first  issue  of  10,000  shares  was,  by  means  of  re-allotment^ 

entirely  taken  up,  the  proprietaiy  would  be  of  so  uninfluential  a  character,  the  prestige 

and  credit  of  -the  new  bank  would  be  so  impaired  by  the  moral  effect  of  the  numerous 
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withdrawals  of  applications  and  refiisals  to  accept  allotments  on  the  part  of  influentiid 
men,  that  it  woula  fail  to  command  the  support  of  the  public,  and  its  business  would  be 
almost  confined  to  the  management  of  the  Government  account.  Natives  regard  the  fact 
of  Government  beine  a  shareholder  as  a  guarantee  that  deposits  will  be  paid  in  fiilL 
And  if  Government  aoes  take  shares  I  expect  that  lar^e  deposits  will  at  once  flow  into  the 
coffers  of  the  new  bank  and  ensure  its  prosperity,  whereas  if  Government  refrain  from 
taking  shares  natives  will  have  recourse  to  the  pernicious  habit  of  hoarding,  from  whidi 
they  are  just  beginning  to  be  weaned,  and  European  houses  will  prefer  to  keep  their 
accounts  with  old-established  institutions  rather  than  with  a  new  bank  whose  business  will 
be  so  limited.  Thus,  even  if  the  first  issue  could  be  allotted,  the  result  would  be  a  bank 
which,  notwithstanding  the  advantage  of  having  the  Government  account,  would  fail  to 
command  the  confidence  of  the  community,  and  would  fail  to  draw  forth  the  hoarded 
wealth  of  the  natives,  and  turn  it  in  fertilising  streams  into  the  channels  of  commerce. 
From  the  want  of  a  strong  and  influential  bank,  possessing  the  people's  confidence^ 
the  trade  of  the  Presidency  would  be  seriously  injured,  and  its  material  prosperity 
checked. 

There  is  another  aspect  of  the  question,  which  it  is  very  important  to  bear  in  mind. 
Suppose  the  directors  of  the  new  bank  succeed  at  last  in  getting  the  10,000  shares  taken 
up,  we  are  assured  by  those  who  are  conversant  with  the  share  market  that  if  Govern- 
ment does  not  become  a  shareholder  the  shares  will  at  once  go  to  a  discount.  In  that 
case  the  second  or  reserved  issue  becomes  an  impossibility,  and  Government  will  then 
have  the  security  of  only  50  lakhs  for  its  account ;  whereas  if  the  Gt>vemment  takes 
shares  the  present  rate  proves  that  the  shares  will  command  a  premium,  the  second  or 
reserved  issue  will  be  eagerly  taken  up,  and  Government  will  thus  have  its  deposit 
account  secured  by  a  paid-up  capital  of  100  lakhs. 

It  is  thus  the  direct  interest  of  Government  to  become  a  shareholder. 

The  question  whether  it  is  right  in  principle  for  a  Government  to  take  shares  in  a  joint 
stock  company  is  a  very  important  one,  and  one  which,  argued  on  purely  theoretical 

f  rounds,  would  probably  be  answered  in  the  negative.  But  the  fact  of  such  a  connection 
eing  anomalous  does  not  prove  it  wrong  in  a  country  the  government  of  which  appears 
full  of  anomalies  to  a  mind  trained  to  English  ideas.  But  it  is  needless  for  me  to  argue 
this  question.  I  would  only  say,  with  afl  deference,  that  it  seems  to  me  hardlv  fair  for 
Government  to  sever  its  connection  with  the  Presidency  Bank  of  Bombay  while  it  retains 
shares  in  the  banks  of  Bengal  and  Madras.  In  the  present  peculiar  circumstances 
especially  it  seems  to  me  neither  fair  nor  generous  for  Government,  to  whose  directOTs 
some  portion  of  blame  must  attach  for  the  enormous  losses  sustained  by  the  shareholders 
of  the  old  bank  to  refuse  to  continue  its  connection  as  a  shareholder  in  the  new  bank,  by 
whose  construction,  it  is  hoped,  the  old  shareholders  will  recover  a  portion  of  their  losses. 
The  shareholders  of  the  old  bank  would  have  just  cause  to  complain  that  they  were 
deserted  in  their  utmost  need  by  the  Government,  an  inrplicit  confidence  in  whose  influ- 
ence at  the  Board  led  them  to  invest  their  savings  in  the  Bank  of  Bombay. 

I  trust  your  Excellecy  will  not  consider  that  I  have  expressed  my  views  too  freely.  I 
felt  that  a  candid  opinion  would  best  meet  your  Excellency's  wishes. 

I  have,  &c. 
Bombay,  8  December  1867.  (signed)        A.  D.  Grants 

Partner  in  the  firm  of  Messrs.  Campbell,  Mitchell  &  Co. 


To  the  Right  Honourable   Sir  Robert  Seymour  Fitzgerald,   K.  s.  I.,  Governor  of 

Bombay. 
Sir,  Bombay,  9  December  1867. 

I  NOW  have  the  honour,  at  your  Excellency's  request,  to  state  my  opinion  regarding 
the  reconstruction  of  the  Bank  of  Bombay. 

First.  I  do  not  think  it  would  be  safe  to  attempt  to  allot  the  shares  in  the  new  bank 
unless  Government  consent  to  take  the  same  position  in  it  which  they  occupied  in  the  old 
bank. 

Second.  I  have  had  many  conversations  lately  with  native  merchants  of  good  position  in 
Bombay,  some  of  whom  had  applied  for  shares ;  and  there  is  really  only  one  opinion  in 
the  bazaar,  that  it  would  neither  be  safe  to  take  shares  or  deposit  money  in  the  new  bank 
unless  Government  were  shareholders. 

Third.  It  appears,  therefore,  to  me  that  even  if  we  could  induce  a  suflScient  number  of 
persons  to  take  up  the  shares  for  the  honour  of  Bombay,  the  new  bank  would  never 
without  the  support  of  Government  be  successful,  or  hold  any  position. 

Fourth.  With  your  Excellency's  permission,  I  will  mention  the  strong  feeling  which 
exists  amon^  the  native  commumty  of  the  loss  of  abru  which  the  Bombay  Gt)vemm^it 
would  sustam,  should  there  be  no  Government  Bank  in  tMs  Presidency,  whilst  in  the 
less  important  cities  of  Calcutta  and  Madras  the  Government  connection  is  continued 
with  the  presidency  banks  there. 

I  have,  &c 
(signed)        Ahmedbhoy  Habibbhoy,  Merchant. 
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To  the  Right  Honourable  Sir  Seymour  Eitzgeraldy  K.S.I.^  Governor  of  Bombay. 

Sir,  Bombay,  9  December  1867. 

As  your  Excellency  has  been  pleased  to  request  me  to  put  down  in  writing  the  views 
I  have  already  expressed  to  you,  I  woidd  respectfully  state  my  conviction  that  if  Govern- 
ment do  not  take  an  interest  as  shareholders  in  the  new  Bank  of  Bombay,  numerous 
applications  for  shares,  possiblv  the  major  part,  will  be  withdrawn,  because  my  own  friends, 
who  say  they  applied  under  the  supposition  that  Government  would  continue  the  same 
position  they  had  in  the  old  bank,  have  expressed  to  me  their  determination  to  go  no 
further  in  the  matter ;  and  if  it  could  be  formed,  it  would  start  weakly,  and  without 
much  probability  of  its  attaining  that  hold  upon  the  confidence  of  the  public  which  is  so 
pre-eminently  desirable.  I  am  certain  that  the  fact  of  Government  taking  shares  is  a 
vital  point  in  the  reconstruction  of  the  Bank  of  Bombay,  and  I  would  recommend  that 
no  delay  should  take  place  in  announcineto  the  public  the  determination  of  Government 
to  take  shares.  A  strong  reconstructed  Bank  of  Bombay,  aided  by  Government  prestige 
is,  in  my  opinion,  necessary  for  the  commerce  of  this  Presidency,  and  this  view  is,  I  feel 
assured,  shared  in  by  a  majority  of  the  experienced  business  men  of  the  Western  India. 

I  have,  &c. 
(signed)         Kessowjee  Naik,  Merchant. 


To  jE.  W.  Ravenscrofty  Esq.,  C.S.,  Acting  Chief  Secretary  to  the  Government  of  Bombay. 

Dear  Six*,  Bombay,  9  December  1867. 

With  reference  to  what  passed  at  the  interview  with  his  Excellency  the  Kight 
Honourable  the  Governor  on  Saturday  I  have  the  honour  to  state  that,  after  the  most 
careful  consideration,  I  am  of  opinion  that  in  order  to  the  establishment  of  ihe  new  Bank 
of  Bombay,  it  is  imperative  that  Government  should  consent  to  become  shareholders 
in  it. 

It  will  be  in  the  recollection  of  hi 3  Excellency  that,  at  an  interview  I  had  with  him  at 
Poona  in  September,  I  expressed  a  feeling  that  we  might  be  able,  to  launch  the  bank 
without  this  concession  on  the  part  of  Government.  His  Excellency  at  the  time  seemed 
inclined  to  dissent  from  this  view,  and  I  have  since  seen  ample  reason  entirely  to  chance 
it,  all  observation  and  enquiry  1  have  been  able  to  make  having  revealed  the  existence  m 
all  quarters  (both  among  Natives  and  Europeans  in  India  and  at  Home)  of  a  much  stronger 
feeling  of  the  necessity  of  the  Government  connection  as  shareholders  than  I  had  any 
conception  of. 

The  earlier  applications  for  shares  were  made  under  a  prospectus  (subsequently  with- 
drawn) in  which  the  continuance  of  this  arrangement  was  a  distinct  condition ;  and  it  now 
appears  that  there  is  a  general,  amounting  indeed  to  almost  an  universal,  feeling  that  the 
amended  prospectus  under  which  the  majority  of  the  applications  have  been  registered, 
implied,  if  it  did  not  expressly  stipulate,  this  as  one  of  the  conditions  under  which  applica- 
tions should  be  binding. 

I  believe  that  this  has  been  the  only  reason  why  many  more  applications  have  not  been 
actually  withdrawn,  the  applicants  being  content  in  the  mean  time  merely  to  lie  by  and 
let  matters  take  their  course.  Believing  that  they  are  not  bound  unless  Government 
take  shares,  they  will,  immediately  an  adverse  decision  is  announced  by  Goverment, 
withdraw  at  once ;  and  even  if  it  were  held  that  they  are  legally  bound  by  their  applications 
(a  point  about  which  I  conceive  there  would  be  great  diflSculty),  they  will  forfeit  the 
deposit  rather  than  take  up  their  allotment. 

I  know  of  my  own  personal  knowledge  of  many  who  have  thus  made  up  their  minds, 
and  it  is,  in  short,  notorious  in  financiS  circles — and  none  who  know  anything  of  the 
state  of  public  feeling  can  fail  to  be  aware  of  it — that  the  community  generally  have  made 
lip  their  minds  that  on  the  action  of  Government  in  this  matter  hinges  the  whole  fate  of 
ti&e  project.  If  Government  take  shares  it  will  go  on;  if  not,  then  we  may  just  as  well 
send  for  Mr.  Dickson  again,  at  once. 

I  would  tiierefore  earnestly  press  on  Jiis  Excellency  the  necessity  of  considering  the 
subject  apart  altogether  from  the  mere  figures  shown  by  the  provisional  committee's  list  of 
applications  and  withdrawals ;  for  I  consider  that  if  Government  do  not  take  shares  we 
cannot  count  on  any  of  the  apjjlications  holding  good ;  and  in  the  present  adverse  state  of 
mercantile  matters,  I  consider  it  certain  that  advantage  would  be  almost  universally  taken 
of  this  alle^d  departure  from  the  scope  of  the  prospectus  to  withdraw  from  an  under- 
taking which,  even  were  it  possible  to  force  it  into  existence,  could  not,  I  believe,  under 
such  conditions  command  the  confidence  of  Government  and  tiie  public. 

As  strongly  corroborative  of  this  opinion,  I  may  mention  that  I  am  informed  by  the 
officers  of  flie  bank  that,  in  consequence  of  the  publication  of  the  oflficial  account  of  the 
interview  of  Saturday,  many  applicants  have  to-day  called  to  state  their  intention  of 
having  nothing  to  do  with  the  new  bank  if  Government  do  not  take  shares.  Government 
have  diown  a  sincere  desire  to  see  the  new  bank  firmly  established ;  and  I  would  respect- 
fully record  my  conviction  that  thus,  and  thus  alone,  will  it  be  possible  to  accomplish  this. 
I  would  also  venture  to  submit  with  all  deference  that,  looking  to  all  the  circumstances  of 
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the  case,  the  concession  is  one  which  both  the  shareholders  of  the  old  bank  and  the  com- 
munity of  Bombay  hayc  a  right  to  expect  from  Grovamment. 

If  his  ExceDency,  as  I  earnestly  trust  he  will,  decides  in  favour  of  taking  shares,  I 
anticipate  no  difficulty  in  carrying  forward  the  undertaking  to  complete  success;  and 
besides  being  tiie  means  of  diminishing,  to  some  extent  the  losses  of  iJtke  old  shareholders, 
I  anticipate  the  best  results,  both  to  Cxovernment  and  the  community  at  large,  from  tlie 
re-establishment,  on  a  firm  and  independent  basis*  of  the  leading  financial  intctitntion  of 
Bombay. 

Apologising  for  having  written  at  such  length, 

I  have,  &c. 
(signed)         Alex.  Brawn, 
(Partner  in  the  firm  of  Messrs,  Nicoll  &  Ca). 


To  the  Bight  Honourable  Sir  Mobert  Seymour  Fitzgerald^  SL.  8.  i..  Governor  of 

Bombay. 
Sir,  Bombay,  9  December  1867. 

In  compliance  with  your  Excellency's  request,  I  have  the  honour  to  state  shortly  my 
views  with  reference  to  the  re-construction  of  the  Bank  of  Bombay. 

First — In  the  present  state  of  public  feeling  on  the  subject  I  do  not  think  the  com- 
mittee would  be  justified  in  proceeding  to  register  and  allot  the  shares  in  the  new  Bank 
of  Bombay,  unless  Government  consent  themselves  to  take  an  interest  therein  as  share- 
hc^ers.  That  step  would  involve  the  liquidation  of  the  old  bank,  and  if,  unhappily,  the 
shares  should  not  be  taken  up,  the  consequences  would  be  most  disastrous  to  every  one 
concerned  in  the  matter,  and  especially  to  the  directors  of  the  new  bank. 

Second — So  strongly  has  this  been  impressed  upon  me  during  the  last  10  days,  and  from 
communications  with  some  of  the  leading  natives,  who  expressed  to  me  their  inability  to 
reassure  those  who  had  applied  for  shares,  so  grave  has  appeared  the  difficulty  and  risk, 
that  I  had  felt  I  should  not  be  justified  in  advising  the  committee  to  proceed  with  the 
scheme  if  the  reply  of  Government  were  adverse  to  the  public  wish. 

Third — The  committee,  in  issuing  the  prospectus  of  the  19th  July  laflt,  did  not  intend 
ihat  the  formation  of  the  new  bank  should  be  entirely  dependent  upon  the  support  of 
Government  as  shareholders ;  but  as  to  the  public  feeling  on  the  subject  now,  it  may, 
I  think,  be  assumed  that  some  applicants  for  shares  did  not  reason  closely  on  the  sul^ect. 
Seiae  have  been  advised  by  persons  who  are  lukewarm,  if  not  actual  supporters  of  amalgar- 
tiini  (and  such,  1  regret  to  say,  there  are  even  in  Bombay),  that  they  are  entitled  evai 
under  the  prospectus  to  stipulate  that  Government  should  be  shareholders ;  and  others  are 
too  timid  to  associate  themselves  in  tiie  new  project  without  the  support  of  Government 
in  that  character  to  which  they  have  been  aocnstomed. 

Fourth — It  is,  perhaps,  haxdly  necessary  for  me  to  mention,  that  under  any  circum- 
stances an  applicant  for  shares  in  a  new  company  msry  at  any  time  withdraw  hi  applica- 
tion, and  that  in  this  case  the  persons  forming  the  three  classes  to  which  I  have  referred 
are  holding  on  until  the  last  moment,  lest  the  Government  decision  being  in  the  end 
favourable,  they  should,  by  withdrawing  too  soon,  lose  the  benefit  of  their  names  standing 
at  a.  dale  within  the  prescribed  period  on  the  list  of  applications  for  diares. 

I  have,  &c. 
(signed)         G.  F.  Rimingkfn, 

(Solicitor,  High  Coiui;). 


To  the  Right  honourable  Sir  Seymour  F.  Fitzgerald,  K.S.I. 

Sir,  Bombay,  December  1867. 

A-s  requested  by  yoUr  Excellency  at  the  interview  of  the  reconstruction  committee  of 
the  New  Bank  of  Bombay  with  your  Excellency  on  the  7th  instant  at  Malabar  Hill,  I  do 
myself  the  honour  to  submit,  for  your  Excellency's  information,  the  following  opimona 
which  I  entertain  on  the  necessity  of  Government  continuing  a  shareholder  in  the  New 
Bank  of  Bombay. 

2.  I  am  firmly  convinced,  from  my  experince  of  the  past  and  present  temper  of  Bombay^ 
that  unless  the  Government  continues,  as  of  old,  «  shareholder  in  the  new  bank,  a  serious 
iigury  will  be  inflicted  on  the  present  endeavours  now  being  made  to  reconstruct  the  new 
bank,  and  it  will  materiidly  affect  the  establishment  of  the  undertaking  on  a  permanent 
footing ;  and,  I  believe,  many  persons  are  waiting  up  to  the  last  moment  to  see  the  result, 
and  then,  if  the  answer  from  Government  be  unfavourable,  they  will  demand  back  their 
dcyiosits. 

S.  The  natives  attach  the  greatest  importance  to  Government  being  a  shareholder  in  the 
new  bank.  When  the  notice  first  appeared  inviting  airplicaiions  for  eliares  in  the  new 
bank  which  was  about  to  be  reconstructed,  the  public  was  under  the  impression  that  Go- 
vernment would  take  shares,  and,  therefore,  numerous  applications  for  shares  were  naade: 
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but  the  mcnnent  it  became  known  Aat  Government  was  disinclined  to  be  a  shareholder, 
many  of  the  applicants  withdrew  their  names  from  the  share  list,  and  requested  the  provi- 
sional committee  to  return  their  deposits. 

4.  If  the  Government  would  connect  itself  with  the  new  bank  it  would  be  the  means  of 
re-establishing  confidence ;  for  before  the  announcement  appeared  that  a  telegram  had 
been  received  by  Sir  Charles  Forbes  &  Co.,  with  the  news  that  Government  had  resolved 
on  taking  shares  in  the  bank,  there  was  no  inquiry  for  the  new  bank  shares,  but  the 
moment  me  purport  of  the  telegram  alluded  to  became  generally  known  an  inquiry  fbr 
those  shares  arose,  and  sales  were  effected  from  d  to  1 1  per  cent  premium.  The  present 
price  is  now  10  per  cent. 

5.  If  it  would  be  possible  to  reconstruct  the  bank  without  the  aid  of  Government,  it 
would  not  possess,  in  the  eyes  of  the  natives,  that  prestige  it  would  otherwise  have.  The 
natives,  seeing  Government  disinclined  to  connect  itself  with  the  undertaking,  will,  it  is 
now  apparent,  lose  all  confidence,  and  the  consequence  will  be,  that  but  a  few  of  the  appli- 
cants, who  applied  for  shares  on  the  understanding  that  Government  woidd  still  continue 
a  shareholder,  will  take  up  shares  in  the  new  bank. 

6.  And  for  this  want  of  conftdence  there  will  appear  some  grounds,  when  it  is  seen  that 
Government  refuses  to  connect  itself  with  the  new  bank,  and  still  remains,  unaccoimtably 
to  them,  a  shareholder  in  the  banks  of  Bengal  and  Madras. 

7.  In  conclusion,  I  beg  to  express  it  as  my  firm  conviction,  that  were  Government  to 
become  shareholders  in  the  new  bank,  confidence  would  be  restored,  all  the  shares  in  the 
new  bank  would  be  taken  up  with  avidity,  money  now  lying  idle  and  out  of  circulation 
would  flow  into  the  coffers  of  the  bank,  and  the  shares  would  rise  to  a  legitimate  premium, 
which  latter  would  tend  very  materially  to  improve  the  value  of  the  old  shares,  and 
improve  thereby  the  position  of  the  old  shareholders  who  have  suffered  so  much. 

I  have,  &e. 
(signed)         Dinshaw  Manockjee  Petit,  Merchant 


Pbitatc  Lettsb  fr^n  the  Accountant  General  Bombay  to  the  Private  Secretary  to 
His  Excellency  the  Governor  of  !m)mbay. 

Dear  Sir,  Bombay,  5  December  1867. 

His  Excefiency  the  Governor  yesterday  expressed  a  wish  that  I  should  send  him  in 
writing  the  opinion  which  I  hold  as  to  the  formation  of  the  new  bank  of  Bombay  if 
Government  do  not  become  shareholders.  The  subject  is  one  to  which  I  have  given 
much  consideration,  and  from  all  that  I  have  gathered  from  persons  directly  and  indirectly 
interested  in  the  new  bank,  I  have  no  hesitation  in  saying  that  I  am  fnlly  persuaded  ike 
new  bank  has  no  chance  of  being  established  unless  Government  become  shareboldera. 
I  may  add  that  I  know  many,  and  some  of  them  applicants  for  a  lar^e  number  of  shares, 
who  will  withdraw  their  names  unless  Government  become  shareholders, 

I  remain,  &c. 
(signed)        J.  L.  Lusbinfftm. 


(Financial,  No.  68.) 

To  His  Exceflency  the  Right  Honourable  the  Governor  General  of  India 

in  Council. 

India  Office,  London, 
Sir,  15  February  1868. 

Para.  1.  In  my  financial  despatch  to  you,  dated  the  24th  October  last,  No.  368, 
on  the  subject  of  the  aflfairs  of  the  Bank  of  Bombay  I  informed  you  that,  while 
I  considered  the  connection  of  the  Government  vi^ith  the  presidency  banks  to 
be  calculated  to  strengthen  the  confidence  of  the  public  in  their  stability,  I  did 
not  consider  that,  in  order  to  secure  that  confidence,  it  was  necessary  that  the 
Government  should  take  shares,  and  that  as  such  a  connection  was  objectionable 
in  principle,  I  could  not  consent  to  the  Government  becoming  a  shareholder  in 
a  new  bank  to  be  established  at  Bombay  or  elsewhere. 

2.  The  Government  of  Bombay  subsequently  apprised  me,  by  telegram,  that 
no  probability  existed  of  the  reestablisbment  of  the  bank  unless  shares  were 
taken  by  the  Government,  and,  having  regard  to  the  i>osition  in  which  the 
shareholders  of  the  bank  and  the  mercantile  community  of  Bombay,  as  well  as 
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the  Government,  were  then  placed,  I  authorised  the  Government  of  Bombay  to 
take  shares  if  it  should  still  appear  to  be  absolutely  necessary. 

3.  The  financial  letter  from  the  Government  of  Bombay,  dated  the  14th 
December,  showed  iihat  the  Government  partnership  was  indispensably 
necessary  to  start  the  new  bank,  and  your  Excellency's  telegram  of  the  9th 
January  apprised  me  that  you  had  acceded  to  the  appointment  of  an  inspector 
to  the  new  bank  as  a  temporary  measure,  although  you  preferred  the  system  of 
having  directors  to  that  of  an  Inspector,  as  the  bank  was  to  be  constituted  on 
the  same  footing  as  the  other  presidency  banks. 

4.  While  I  approve  of  the  course  which  has  been  pursued  under  the  special 
circumstances  of  the  case,  I  retain  the  general  views  wliich  f  expressed  in  my 
despatch  above  referred  to. 

5.  As  a  general  rule,  I  am  of  opinion  that  the  Government  ought  not  to 
enter  into  commercial  business,  except  for  the  purpose  of  managing  it  entirely, 
as  it  does  in  such  cases  as  that  of  the  distribution  of  letters,  or  at  all  events  for 
that  of  managing  it  virtually,  as  it  does  in  such  cases  as  those  of  the  guaranteed 
railways ;  and  I  consider  further,  that  it  ought  not  to  enter  into  such  business 
at  all,  unless  it  be  shown  that  the  object  to  be  attained  is  of  national  importance, 
and  that  it  cannot  be  attained,  or  at  all  events  cannot  be  conveniently  attained, 
without  Government  action. 

6.  Applying  these  principles  to  the  case  of  banks,  I  think  it  impossible  to  con- 
tend that  banks,  for  ordinary  commercial  purposes,  cannot  be  supported  in 
India  without  the  intervention  of  the  State.  As  a  matter  of  fact,  there  are 
plenty  of  such  banks,  and  if  there  were  no  State  Banks  there  would  probably 
be  plenty  more.  It  may,  however,  be  said  that  what  we  want  are  not  banks 
for  ordinary  commercial  purposes,  but  banks  in  which  we  may  safely  deposit 
the  public  money,  that  in  order  to  secure  such  banks,  it  is  necessary  to  insist 
upon  the  adoption  of  certain  rules,  and  to  prohibit  certain  kinds  of  business, 
that  private  banks  wiU  not  submit  to  these  restrictions,  and  that  a  case,  therefore, 
arises  in  which  the  intervention  of  the  State  is  rendered  necessary.  These  con 
siderations  (the  truth  of  which  to  a  great  extent  I  admit)  have  influenced  me 
materially  in  the  view  I  have  been  led  to  form  in  the  present  case.  I  am 
satisfied  that  it  is  desirable  that  the  Government  should  be  able  to  find  banks 
for  the  reception  of  the  public  balances.  I  am  also  satisfied  that  it  is  necessary 
to  restrict  such  banks  from  dealing  in  exchanges,  and  to  place  them  under 
certain  regulations.  The  only  question  upon  which  I  have  been  disposed  to 
entertain  a  doubt  has  been  that  of  the  possibility,  or  otherwise,  of  finding  private 
banks,  with  sufficient  capital,  willing  to  submit  to  the  necessary  restrictions  for 
the  sake  of  obtaining  the  custom  of  the  Government. 

7.  At  the  time  when  I  wrote  my  Despatch  of  the  24th  October,  I  had  strong 
hopes,  founded  in  part  upon  information  from  trustworthy  sources,  and  in  part 
upon  my  view  of  the  reason  of  the  case,  that  it  would  be  possible  for  the  pro- 
moters of  the  new  Bank  of  Bombay  to  construct  it  upon  a  satisfactory  basis, 
without  its  being  necessary  for  the  Government  to  take  the  step  of  again 
becoming  a  shareholder.  The  result  has  shown  that  I  was  mistaken,  an4  that 
if  the  Government  persevered  in  refiising  to  take  shares,  the  project  of  re-con* 
struction  must  liave  failed. 

8.  Of  all  the  courses  that  then  remained  open  to  me,  the  least  objectionable 
appeared  to  be  a  return,  for  the  present  at  all  events,  to  the  system  of  partner- 
ship, subject  to  any  modifications  which  the  experience  of  the  past  may  have 
shown  to  be  desirable.  Any  proposition  for  changes  of  a  fundamental  character, 
such  as  the  establishment  of  a  central  State  Bank,  or  a  return  to  the  system  of 
Government  Treasuries,  which  may  hereafter  be  taken  into  consideration,  must 
be  viewed  in  its  general  bearings,  and  not  wrth  special  reference  to  the  circum- 
stances of  a  particular  Presidency,  or  of  a  particular  crisis. 

9.  It  now  remains  to  inquire  whether  any,  and  if  any,  what  modifications  are 
desirable  in  the  relations  between  the  Government  and  the  Presidency  Banks, 
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and  whether  this  opportunity  should  be  taken  to  introduce  them  into  the  charter 
of  the  New  Bank  of  Bombay.  I  think  it  important  that  a  full  and  searching 
inquiry  should  be  instituted  into  the  circumstances  which  led  to,  and  which 
attended  the  recent  catastrophe  in  the  Old  Bank.  In  no  other  way,  I  think,  can 
we  fully  learn  the  lessons  which  the  experience  of  that  catastrophe  ought  to 
teach  us.  It  is  important  to  ascertain  whether  the  calamity  which  has  befallen 
the  bank  is  due  to  the  faults  either  of  a  system  or  of  individuals,  and  whether 
measures  can  be  devised  for  the  prevention  of  similar  misfortunes.  It  is 
unnecessary  for  me  to  enter  at  length  upon  all  the  questions  which  should  be 
investigated,  but  among  those  which  are  the  most  obvious  I  mention  the 
following — ^Whether  the  presence  of  Government  Directors  at  a  Board  upon 
which  they  are  in  a  minority  is  a  sufficient  precaution  against  mismanagement, 
supposing  them  to  do  their  duty ;  or  whether  further  powers  should  be  given 
to  them  ;  whether  a  system  of  Government  audit  or  inspection  is  desirable  ;  how 
Government  Directors  should  be  selected;  and  how  they  should  be  paid ;  whether 
it  is  desirable  to  disqualify  for  the  office  persons  who  are  shareholders  ;  whether 
any  control  should  be  exercised  by  the  Government  over  the  alteration  of 
byelaws ;  how  far  the  relations  between  the  financial  department  of  the  Govern- 
ment and  the  banks  are  satisfactory,  and  whether  the  responsibility  of  the 
Supreme  and  of  the  Presidency  Governments  respectively  is  rightly  defined  ? 

10.  I  request,  therefore,  that  you  will,  in  communication  with  the  Government 
of  Bombay,  direct  the  issue  of  a  Commission  to  inquire,  without  delay,  into 
the  circumstances  attending  the  failure  of  the  Bank  of  Bombay,  with  fuU  powers 
to  conduct  the  inquiry. 

1 1 .  Great  care  must  be  taken  that,  in  any  Act  which  may  be  passed  for  the 
constitution  of  the  New  Bank  of  Bombay,  ample  powers  are  reserved  to  the 
Government  to  make  such  stipulations  with  regard  to  its  right  of  control,  and 
generally  with  regard  to  its  relations  with  the  Bank,  as  may,  on  inquiry,  be 
found  necessary. 

I  have,  &c. 
(signed)         Stafford  H.  Northcote. 


(Financial,  No.  41.) 

To  His  Excellency  the  Right  Honourable  the  Governor  in  Council,  Bombay. 

Sir,  India  Office,  London,  15  February  1868. 

I  FORWARD  herewith  for  your  information  and  guidance,  copy  of  a  Despatch  ^o.  q^^  ^ 
which  I  have  addressed  to  the  Government  of  India,  on  the  subject  of  the  re-  "^-^^^f^^s^  ^^^* 


construction  of  the  Bank  of  Bombay. 

I  have,  &c. 
(signed)         Stafford  H.  Northcote. 


Jses, 


(Financial  Department.  —No.  4  of  1868.) 
To  the  Under  Secretary  of  State  for  India,  London. 


Sir,  Bombay  Castle,  14  January  1868. 

I    AM    directed    by    the    Right    Honourable    the       Letter  from  the  secretary  and  Trcarorcr,  Bank  of  Bombay, 
Governor   in   Council   to  forward   to   you,  for    sub-   ^®:  WSS,  dated  21  December  ISe;,  with  accompamments. 

.     .  J.       TT        T^iT   •      X   »      Tfc*      •      1     d  ^  £      Letter  from  the  Deputy  Secretary  of  the  New  Bank  of  Bombay 

mission  to  Her  Majesty  s  Principal   Secretary  of  (Limited)  No.  23,  dated  21  December  1867. 

State  for  India,  the  accompanying  copies  of  papers  ^l^^j^^^z^D^her^U^,'^'''^''  ^^  ""^  ^"^*^' 

noted  in  the   margin,   with   reference    to    the   Bank       Letter  to  the  Deputy  Secretery  of  the  New  Bank  of  Bombay 

of    Bombay    and    the    New    Bank    of    Bomh^^y  ^^^^^i^^-^'^^^^ 

(Limited).  ber  1S67. 

T  V10VA    Rro  Telegram  from  theGoTemmentof  India,  dated  3  January  1868. 

X  Uttv  c,  otv-  Letter  to  the  Secretary  and  Treasurer,  Bank  of  Bombay,  No.  24, 

(signed)  E.  W.  RavenSCroft^  dated  8  January  1868. 

Acting  Chief  Secretary  to  Government.    No^^i^t^Ss'^ri'^^ 
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(No,  5555  of  1867.) 

The  Chief  Secretary  to  Goyemment,  Financial  Department,  Bombay. 

Sir, 
I  HAVE  the  honour,  by  desire  of  the  directors  of  the  Bank  to  state,  for  the  information 
of  the  Right  Honourable  the  Governor  in  Council,  that  by  certain  resolutions  passed  at 
a  meeting  of  the  shareholders  held  on  the  11th  instant,  copy  of  which  is  enclosed, 
marked  (A.),  it  has  been  resolved  that  the  bank  should  be  wound  up  voluntarily*  AnoAer 
meeting  will  be  held  on  the  13th  January,  to  cx>nfirm  the  resolutions  passed  at  last  meeting, 
when  the  present  bank  will  be  immediately  placed  in  liquidation. 

2.  I  am,  therefore,  respectfully  desired  to  request  that  Government  may  be  pleased  to 
authorise  the  bank  to  hand  over  to  Ihe  "  New  Bank  of  Bombay,  Limited,"  the  whole  of 
the  Government  business  at  present  transacted  by  this  bank,  under  the  terms  of  the 
agreement  made  on  the  10th  day  of  April  1867,  between  the  Secretary  of  State  for  India, 
in  Council,  and  the  Bank  of  Bombay, 

3.  By  the  enclosed  statement,  marked  (B.),  of  the  position  of  the  bank,  it  will  be 
observed  that  the  total  liabilities  due  to  the  public,  exclusive  of  the  Government  Treasuir 
balance,  are  157  lacs  of  rupees,  and  to  meet  this,  there  is  immediately  available  a  ca^ 
balance  of  125  lacs,  besides  a  sum  of  36  lacs  employed  in  the  current  business,  and  all 
considered  good,  as  per  Statement  marked  (C);  so  that,  with  the  exception  of  the  Gk)- 
vemment  account,  the  bank  was,  on  the  14th  instant,  the  date  upon  whicn  the  statements 
are  made  up,  in  a  position  to  pay  off  all  its  liabilities  at  once  ;  but  the  heavy  withdrawals 
since  on  the  Government  account  have  materially  affected  the  position,  and  the  Treasury 
balance  is  now  reduced  to  six  and  one-half  lacs. 

4.  As  it  is  essentially  necessary  for  the  perfect  carrying  out  of  the  plan  for  the  transfer 
of  the  whole  of  the  business  to  the  New  Bank  of  Bombay  (Limited)  on  the  14th  January, 
the  date  on  which  the  liquidation  of  the  Old  Bank  will  commence,  that  arrangements 
should  be  made  to  meet  the  deficiency  arising  from  the  fact  of  a  portion  of  the  assets 
being  locked  up  in  securities  not  immediately  convertible,  I  am  directed  respectfully  to 
request,  that  Government  will  be  pleased  to  allow  a  sum  equivalent  to  the  minimum 
balance,  viz.,  25,00,000  rupees,  to  remain  with  the  Old  Bank,  or,  in  the  event  of  the 
Government  balance  being  below  that  amount,  to  advance  a  sum  sufficient  to  make  it  up 
to  25  lacs,  until  a  sufficient  sum  is  realised  out  of  the  assets  to  repay  this  sum ;  and  in  the 
meantime  the  Government,  being  the  only  creditor,  would  have  a  preferential  right  over 
the  whole  assets  of  the  bank,  the  principal  of  which  are  specified  m  the  enclosed  State- 
ment marked  (D.),  and  the  whole  of  this  debt,  with  interest,  must  be  repaid  before  any 
portion  of  the  capital  can  be  returned  to  the  shareholders. 

6.  In  order  to  avoid  any  loss  or  inconvenience  to  the  Government  by  this  arrangement, 
the  New  Bank  would  grant  to  Government  a  credit  of  25  lacs,  as  per  enclosed  copy  of 
letter  from  the  Deputy  Secretary,  No.  20-1867,  dated  20th  instant,  m^ked  (E.),  until 
the  Old  Bank  is  in  a  position  to  repay  the  same  by  the  realisation  of  assets,  and  the  (M 
Bank  would  agree  to  repay  to  Government  the  principal  and  interest;  so  that,  while  the 
Government  had  ample  security  for  the  balance  remaining  in  the  Old  Bank,  they  were  also 
protected  from  any  loss  of  interest. 

7.  In  the  statement  of  the  bank's  liabilities,  I  have  not  included  a  contingent  liability 
for  calls  on  certain  shares  In  the  Conunercial  Bank  of  India  and  Asiatic  Banking  Corpo- 
ration^  but  it  is  believed  that  these  may  be  compromised. 

8.  I  may  state  that.  In  the  event  of  the  bank  being  obliged  to  hand  over  its  busmess 
without  this  assistance  from  Government,  there  would  be  no  alternative  but  to  suspend 
payment. 

9.  I  endose  copy  of  letter  marked  (F.),  No.  23-1867,  of  this  date,  firom  the  Deputy 
Secretary  of  the  If ew  Bank,*  explaining  the  mode  upon  which  th^  are  prepared  to 
undertake  the  management  of  the  Government  businese  until  ihe  full  amount  of  th^ 
capital  is  paid  ap« 

I  have,  &c. 
Bank  of  Bombay,  Bombay,  (signed)        J.  Stuart, 

21  December  1867.  Secretary  and  Treasurer. 


*  To  the  address  of  the  Chief  Secretary  to  the  Government  of  Bombay  in  the  Financial  Department) 
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BANK  OF  BOMBAY. 


To 


Dear  Sir,  ^  Bombay,  11  December  1867. 

I  AM  directed  to  inform  you,  that  by  certain  resolutions  passed  at  a  meeting  of  the 
proprietors  of  the  bank  held  this  day  (copy  of  which  is  annexed),  it  has  been  resolved 
that  the  bank  should  be  wound  up  voluntarily.  Another  meeting  will  be  held  on  the 
13th  January  next,  to  confirm  the  resolutions  passed  to-day,  when  the  present  bank  will 
be  immediately  placed  in  Hquidation ;  and,  in  that  event,  I  shall  be  obliged  if  yon  will 
authorise  me  to  hand  over  to  "  The  New  Bank  of  Bombay  (Limited),"  au  cash.  Govern- 
ment, and  other  securities  which  this  bank  may  then  hold  fcH:  you,  to  be  credited  to  an 
account  to  be  opened  in  your  name,  in  the  books  of  the  said  "  New  Bank  of  Bombay 
(Limited)." 

Please  sisn  and  return  to  me  the  amnexed  letter,  and  also  all  receipts  granted  to  you  on 
deposit  of  tne  securities,  and  new  ones  will  be  issued  in  your  favour  oy  "  The  New  Bank 
of  Bombay  (Limited),"  which,  if  you  so  desire,  I  wiH  obtain  and  send  to  you. 

It  gives  me  great  pleasure  to  inform  you,  that  **  The  New  Bank  of  Bombay  (Limited),'" 
Tof  wnich  1  enclose  a  prospectus)  has  been  introduced  and  incorporated  under  the  most 
lavourable  auspices  (the  Government  of  Bombay  being  shareholders),  and  will  take  over 
all  the  business  of  the  old  bank,  including  the  Treasury  and  other  Government  accounts. 

I  am,  &c. 


Secretary  and  Treasurer. 


(A.) 
KE8OLUTION8, 

I. — That  the  Bank  of  Bombay  be  wound  up  voluntarily,  in  accordance  with  the  pro- 
.  visions  of  Part  IIL  of  Act  XIX.  of  1857,  of  the  Legislative  Council  of  India,  so  far  as 
the  same  are  made  applicable  to  the  said  bank  by  section  44  of  Act  X.  of  1863,  of  the 
Legislative  Council  01  l^ombay. 

II. — That  John  Stuart,  Esq.  be  appointed  liquidator,  for  the  purpose  of  winding-up  the 
affairs  of  the  bank,  and  that  nis  remuneration  be  3,250  rupees  per  mensem,  during  one 
year,  from  the  1st  day  of  January  1868. 

III. — That  the  said  liquidator  be  authorised  to  hand  over  to  "  The  New  Bank  of 
Bombay  (Limited),"  the  business  premises  at  Bombay  and  Kurrachee  of  the  said  Bank  of 
Bombay  (to  be  so  taken  over  at  a  valuation),  and  also  such  of  the  monies  and  securities 
of  the  said  Bank  of  Bombay  as  may  be  approved  of  by  the  directors  of  the  said  New 
Bank,  and  as  may  be  necessary  to  cover  any  and  all  accounts  taken  over  by  the  said  New 
Bank  of  Bombay  (Limited),  with  the  consent  of  all  persons  interested  therein. 


To  John  Stuarty  Esq.,  Liquidator  of  the  Bank  of  Bombay,  Bombay. 


Sir, 


I  BEG  to  acknowledge  receipt  of  your  letter  of  the  11th  December  1867,  and  in  repljr, 
I  have  now  the  pleasure  to  authorise  you,  on  the  present  Bank  of  Bombay  being  placed  m 
liquidation,  to  hand  over  to  "  The  New  Bank  of  Bombay  (Limited),"  all  cash.  Govern- 
ment, and  other  securities  belonging  to  me«  which  may  then  be  standing  at  my  credit. 

I  beg  to  return  you  the  receipts  for  securities  granted  to  me  by  the  Bank  of  Bombay, 
and  request  you  will  obtain  and  forward  to  me  fresh  receipts  to  be  issued  by  **  The  New 
Bank  of  Bombay  (Limited)." 

I  am,  &c. 
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(B.) 

Memobanduh  of  A88ET8  and  Liabilities  of  the  Bank  of  Bombay  on 

14th  December  1867. 


Liabilities: 
Goremment  Deposits       ... 

Other  Deposits,  indading  Notes  in  eir- 
cnlation  and  Post  Bills  issued 

Deposits  and  other  Liabilities  at  the 
Branches     -        -        -        -        - 


R«. 


Ri.         a,   p, 
23,37,984    5     3 

1,41,81,304    -  II 

15,28,861  13  II 


1,80,48,160    4     1 


Assets: 

Cash    Balance    at  Head   Office    and 
Branches,  Tiz. : 

Head  Office,  1J».1,01,20,921.  8.  10, 
and  Branches,  JRs.  24,20,285. 7.  1 1 

Current  Advances  considered  good,  as 
per  Statement  (A  2.)   - 

Advance  required  to  pay  off  all  Liabili- 
ties at  once         •        .        .        - 


Ri. 


Rt'      a,  p, 

1,25,41,207  -  9 

86,54,604  10  8 

18,52,338  9  - 

1,80,48,150  4  1 


Miscellaneous  Assets  held 

by  the  Bank. 

Fixed  Loans : 

Head  Office      ......                               ._ 

i?s.        a.   p, 
17,29,846     9    - 

Cash  Credit  : 

Head  Office 

Branches          -.--..... 

415,03,434     —     — 

Past  Due  BUls: 

Head  Office 

1,44,085     4  10 
3 1  87  Adf{     A      1 

Branches         -----•• 

6,52,203  14     7 

8,829  11     - 
6,432     -     - 

Stamps  : 

Head  Office     -•-....... 

Branches         ------. 

Rs. 

1,05.27,777  12     6 

Bank  of  Bombay,  Bombay, 
19  December  1867 


(signed)        Robert  Clark, 

Officiating  Aeeoantaot. 


(C.) 
(A  2.)— Cubbent  Business  of  the  Bank  of  Bombay  on  14th  December  1867. 


Advances    on    Government    Securitv    and    Guaranteed   Railway 
Shares  : 

Cash  Credits 

Overdrafts     ......... 

Fixed  Loans  ---...... 

Branch  Cash  Credit        ....... 

Bills  discounted : 

Head  Office 

Branches       -«-...,.. 

Bills  for  Collection  : 

Head  Office 

Branches       --•••.... 


Balances  with  Correspondents : 
Bank  of  Bengal     - 
Bank  of  Madras     - 
Messrs.  Coutts  &  Co.      - 


Branches*  Balances  with  Correspondents  .... 
Indian  Notes  pnrehased  -.....• 
Premises  i4t  Head  Office  and  Kumchee,  including  Furniture 


Rt, 


Due  in  December. 


R9. 


a.  p. 


1,74,343  7  - 

847  7  7 

11,296  4  - 

3,157  4  6 

6,472  8  - 

3,40,868  13  9 

4,18,054  1  9 


Bank  of  Bombay,  Bombay, 
19  December  1867. 


1,55,000  -  - 

64,515  7  6 

7,933  7  4 

3,87,587  4  9 

1,610  -  - 

5,00,000  -  - 


20,71,686    2     2 


Due  in  January. 


Rs.  a,  p, 
38,057  7  9 
85,300    -    - 


2,14,700  -  - 

1,02,114  3  4 

5,58,150  -  - 

10,000  -  - 


10,08,321  11     1 


Due  in  February. 


Rs.  a,  p, 
68,099  II  3 
58,425     -    - 


1,05,078     4  6 

27,993  13  8 

1,70,000    -  - 

1,45,000     -  - 


5,74,596  13    5 


Total. 


Bi.    */. 

2,80,50010  - 

847  7  t 

1,55,021  4  - 

3,157  4  « 

3,26,260  12  < 
4,70,976  14  S 

11,46,204  1  d 
10,000  -  • 


^72,448  14  W 

S,87;587  4  * 

1,810  -  • 

6,00;000  -  - 


36,54,604  10  ^ 


(signed)        Robert  Clark, 

OffidatiiigAeeosBiait' 
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(D.) 

STATEMENT  of  sundry  Properties  held  by  the  Bank  of  Bombay  as 

Security  for  Debts. 


Mr.  T.  Crawford's 
Estimate. 


Properties  still  to  Sell. 

Chomar  Bagh  property,  containing  120,000  square  yards 
and  three  Duncralows  .-.-.- 

Parell  Fla^  Staff  Hill,  containing  30,000  square  yards    - 
♦Henry  Rogers'  property  at  Byculla      .        -        -        . 
♦Henry  Rogers'  **  shop,'  being  stock  in  trade  and  good- 
will of  business  -         -- 
*  These  properties  were  mortgas^cd  to  the  Asiatic 
Bank,  and  by  that  Bank  handed  over  to  us. 

Premabhai  Hemabhai's  house  in  Love  Lane  (cost  him 
1,60,000  rupees) 

Cummulsey  Prenjee's  land  near  Grant  Road  station,  con- 
tains 16,000  square  3rards.  (Cummulsey  was  offered 
4,00,000  rupees  for  it  three  years  ago)  -        -        - 

Foras  land  on  Byculla  Flats,  contains  1,26,000  square 
yards ;  it  was  the  property  of  Premchund  Royohund   - 

Bungalow  in  Byculla  belonging  to  Cursetjee  Homnisjee 
Chenoy  and  «fehanffeer  Hoi*nnisjee  Chenoy ;  they  are  in- 
debted to  the  Bank  in  a  sum  of  60,000  rupees,  and 
offered  to  compromise  for  46,000  rupees    «        .         • 

House  in  Bapdavie  Street,  outside  Fort  .... 

Bank's  property  in  Ahmedabad;  cost  price,  18,000  rupees 
Ditto  -     -    -     Olomrawuttee ;  ditto    -     6,000     „ 
Ditto  -    -     -     Seetabuldee;       ditto    -  16,000      „ 

Building  in  Elphinstone  Circle;  ditto,  about  8,00,000 
rupees       -------.- 

•Two  houses  in  Hornby  Row,  mortgaged  to  Asiatic  Bank, 
and  now  in  our  possession  -...-- 

•Two  small  houses  in  Byculla,  ditto  -  ditto  -  ditto 
*These  four  houses,  aud  the  Bombay  Education 
Society's  Press,  noted  below,  are  held  in  security 
against  a  debt  (due  to  Asiatic  Bank)  of  3,10,000 
rupees,  which  will  be  paid  in  full.  The  whole 
debt  is  mortgaged  to  us. 

Jew^Uery. — A  large  collection  of  first  class  jewellery,  for- 
merly the  property  of  Premchund  Roychund.    The 
whole  has  been  sent  to  London  for  sale        ... 
These  jewels  were  valued  by  Messrs.  Hamilton 
&  Co.,  of  Calcutta,  as  worth  4,66,200  rupees. 

Total  Estimated  Value  of  Property  still  to  sell    - 

Properties  Sold,  but  not  yet  paid  for  in  full  : 
(The  solicitors  are  preparing  the  conveyances.) 

Bombay  Education  Society's  Press,  Byculla,  sold  for    - 

Earnest  Money  received  -        -        -        -        • 

Matoonga  property,  sold  for         --••«- 
Earnest  Money  received  -        .        .        -        . 

Unjeer  Bagh  property,  sold  for    -----        - 

Earnest  Money  received  -        -        -        .        . 


Rs. 


a.   p. 


1,42,286     -    - 
26,000     -     - 


65,870 
18,133 


3,36,000     -     - 


-     JRs. 


Rs. 

80,000 
8,000 


66.000 
14,000 


62,000 
16,000 


18,000 
4,000 


Zoolum  Bagh,  sold  for . 

Earnest  Money  received 

Two  small  bungalows  in  Colaba,  sold  for      -        -        -        -        .     16,600 
Eiamest  Money  received  ---...      8,876 


Madoba  Hurrychunderjee's  property  on  Girgaum  Road  .  .  -  - 
This  property  was  mortpged  by  Madoba  to  Alliance  Financial  Association, 
and  by  that  Association  handed  to  us.  The  property  consists  of  Ginger's 
stables  and  houses,  and  Madoba's  bungalow  close  to  the  stables.  He  has 
agreed  to  buy  it  back  for  1,17,000  rupees,  and  it  is  understood  he  has  got 
1,00,000  rupees  ready  but  cannot  raise  the  remaining  17,000  rupees.  Bank 
has  rased  an  action  m  Court  to  compel  Madoba  to  complete  conveyance. 
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Carried  forward 
B  B3 


-    Rs. 


Present 
Estimated  Value. 


Rs. 


a.   p. 


90,000  -  - 

20,000  -  - 

4,00,000  -  - 

60,000  -  - 


76,000     -     - 


30,000 
18,000 


40,000 
8,000 

10,000 
6,000 

12,000 


2,00,000     -     - 

60,000     -     - 
10,000     -     - 


London  valuation. 
2,37,000     -.     - 


12,66,000     -     - 


72,000 

42,000 

47,000 

14,000 

11,626 
1,17,000 


16,69,626     -     - 
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Brought  forward    -    -    - 

Shares: — 

828  Cokba  Land  Company's  shares  sold  at  1,085  rupees  per  share,  but 

not  yet  paid  for ;  the  present  valuation  is  made  at  900  rupees  per  share. 

(Sold  for  8,66,880  rupees) 

60  Shares  of  Apollo  Bonded  Warehouse,  worth  about  280  rupees  per 

share      -.---------- 

Past  due  Obligations  considered  good: 
The  names  were  submitted  confidentially  this  moruing  .        -        . 


EmMATE  MADE  ON  InSOLTENT  EsTATBB  IN  AUOUST  1867  : 

Rs. 


Under  Act  XXVIII. 

Private  trust,  or  otherwise  insolvent 

Under  official  assignee 

Public  companies,  under  court  - 


89,00,000 

64,64,014 

6,90,000 

48,13,939 


Dividends  then  expected  on  above  insolvent  estates 
Deduct  for  dividends  since  received     - 

Say  one-half        .        -        - 


Rs. 


Rs. 


198,67,968 


27,00,000 
6,50,000 


21,60,000 


10,76,006 
Rs. 


Rs.      a.   p. 

15,69,626     -     - 


2,95,200     -     - 
14,000     -     - 

1,12,844     -     -^ 


10,76,606     -     " 


80,66,669    -    - 


Bank  of  Bombay,  1 
21  December  1867./ 


(signed)        Robert  Clark^ 

Officiating  Accountant. 


(No.  20,  of  1867.) 


(E.) 


The  Secretary  and  Treasurer,  Bank  of  Bombay. 

New  Bank  of  Bombay,  Limited,  Bombay, 
Dear  Sir,  20  December  186/. 

I  AM  instructed  by  the  Directors  to  hand  you  copy  of  a  resolution  passed  by 
them  at  a  meeting  held  to-day. 

"  On  condition  of  Government  giving  the  Company  the  benefit  of  the  terms 
of  the  agreement  at  present  subsisting  between  the  Government  and  the  Bank  of 
Bombay,  the  Company  will  grant  the  Government  a  credit  of  25  lacs  (twenty- 
five  lacs)  of  rupees,  to  be  in  force  for  six  months,  Government  to  have  the 
power  to  reduce  the  amount  of  the  credit  on  giving  10  days'  notice.  Such 
credit  to  bear  interest  at  the  current  rate  charged  by  the  Bank  on  advances  on 
Government  paper,  for  the  whole  amount  of  the  credit,  irrespective  of  the  sum 
advanced,  it  being  understood  that  the  credit  is  entirely  distinct  from  the  agree- 
ment between  the  Government  and  the  Bank  of  Bombay,  and  the  interest 
which  the  Bank  is  entitled  to  charge  thereunder." 

I  am,  &c. 
(signed)         W.  Fraser^  Deputy  Secretary. 


(No.  23  of  1867.) 


To  E.  W.  Ravenscrojif  Esq.,  Chief  Secretary  to  Government,  Financial  Department, 

Bombay. 
Sir, 
With  reference  to  the  proposed  transfer  of  the  Government  account  to  the  New  Bank 
of  Bombay,  I  am  instructed  dv  the  Board  of  Directors  to  state,  for  the  information  of  his 
Excellency  the  Governor  in  Council,  iJiat,  as  a  temporary  arrangement,  until  the  cajntal 
of  the  Bank  on  the  first  issue  of  shares  has  been  paid  up,  they  will  be  prepared  to  take 
over  the  Government  account  on  the  terms  of  the  agreement  between  Government  and 
the  Bank  of  Bombay,  with  this  Qualification,  that  the  Treasury  balance  in  excess  of  25 
lacs  of  rupees  be  placed  in  Her  Majesty's  Mint,  or  otherwise  as  Government  may  direct 

The 
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The  New  Bank  will  then  be  prepared  to  grant  to  Government  a  credit  of  25  lacs  of 
rupees  to  be  in  force  for  six  months.  Government  to  have  the  option  of  reducing  the 
amount  of  credit  on  giving  10  days'  notice ;  such  credit  to  bear  interest  at  the  current 
rate  charged  by  the  Sank  on  advances  on  Government  paper  for  the  whole  amount  of  the 
credit,  irrespective  of  the  sum  advanced ;  it  being  understood  that  this  credit  is  entirely 
distinct  from  the  agreement  before  referred  to,  and  the  interest  which  the  Bank  is  entitled 
to  charge  thereunder. 

The  Board  trust  that  this  arrangement  wiU  meet  the  views  of  his  Excellency,  the 
Governor  on  the  subject. 

I  have,  &c. 

New  Bank  of  Bombay  (Limited),  (signed)         fV.  Fraser, 

Bombay,  21st  December  1867.  Deputy  Secretary. 


(Financial  Department,  No.  1577  of  1867.) 

To  J.  Stuart,  Esq.,  Secretary  and  Treasurer  of  the  Bank  of  Bombay. 

Sir,  Bombay  Castle,  27  December  1867. 

I  HAVE  received  and  placed  before  the  Right  Honourable  the  Governor  in  Council 
your  letter.  No.  5555,  1867,  dated  21st  instant,  with  reference  to  the  liquidation  of  the 
bank  of  Bombay. 

2.  In  your  4th  paragraph  you  write,  "  I  am  directed  respectfully  to  request  that 
Government  will  be  pleased  to  allow  a  sum  equivalent  to  the  minimum  balance,  viz., 
25,00,000  rupees,  to  remain  with  the  old  Bank,  or,  in  the  event  of  the  Government 
balance  being  below  that  amount,  to  advance  a  sum  sufficient  to  make  it  up  to  25  lacs 
until  a  sufficient  sum  is  realised  out  of  the  assets  to  repay  this  sum ;  and  in  the  mean- 
time the  Government,  being  the  only  creditor,  would  have  a  preferential  right  over  the 
whole  assets  of  the  Bank,  the  principal  of  which  are  specified  in  the  enclosed  Statement 
marked  D,  and  the  whole  of  this  debt,  with  interest,  must  be  repaid  before  any  portion  of 
the  capital  can  be  returned  to  the  shareholders." 

3.  In  reply,  I  am  desired  to  say  that  the  Bi^ht  Honourable  the  Governor  in  Council  is 
pleased  to  accede  to  the  above  request  on  the  distinct  understanding  that  the  interest  and 
all  other  charges  are  defrayed  by  the  Bank  of  Bombay. 

4.  This  sanction  is  contingent  on  the  approval  of  the  Government  of  India,  which,  it  has 
been  nsked,  may  be  sent  by  telegraph. 

5.  A  copy  of  a  letter  addressed  to  the  Deputy  Secretary  of  the  New  Bank  of  Bombay 
(Limited)  is  forwarded  for  the  information  of  your  Directors. 

I  have,  &c. 
(signed)  E.  fF,  Ravenscroft, 

Acting  Chief  Secretary  to  Government. 


(Financial  Department.— No.  1578  of  1867.) 

To  the  Deputy  Secretary  of  the  New  Bank  of  Bombay  (Limited). 

Sir,  Bombay  Castle,  27  December  1867. 

1  HAVE  received  and  placed  before  the  Right  Honourable  the  Governor  in  Council  your 
letter.  No.  23,  1867,  dated  21st  December  1867,  with  reference  to  the  terms  on  which  the 
New  Bank  of  Bombay  (Limited)  **  will  be  prepared  to  take  over  the  Government 
account.'' 

2.  I  am  desired,  in  reply,  to  state  that  Government  accede  to  your  proposal  to  adopt  as 
a  temporary  arrangement,  fi-om  the  14th  January  next  till  the  capital  of  the  Bank  on  the 
first  issue  of  shares  has  been  paid  up,  the  present  Agreement  with  the  old  Bank,  dated  the 
10th  April  1867,  with  the  modification  that  the  Treasury  balance  in  excess  of  25  lacs  be 
placed  m  the  Mint,  or  be  otherwise  disposed  of,  as  Government  may  direct.  In  Ae 
Agreement  the  date  of  the  probable  payment  of  the  full  capital  on  the  nrst  issue  will  be 
fitated  as  the  date  on  which  this  Agreement  will  be  liable  to  revision. 

3.  You  are,  however,  to  understand  that  this  arrangement  is  subject  to  the  sanction  of 
the  Gt>vemment  of  India,  who  have  been  requested  to  send  an  answer  by  telegraph. 

I  have,  &c. 
(signed)        E.  W.  Ravenscrofiy 

Acting  Chief  Secretary  to  Governmeni 
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(Financial  Department— No.  1579  of  1867.) 

From  E.  W.  Ravenscroft,  Esq.,  Acting  Chief  Secretary  to  the  Government  of  Bombay,  to 
JS.  H.  Lushingtoriy  Esq.,  Secretary  to  the  Government  of  India,  Financial  Department 

Sir,  Bombay  Castle,  27  December  1867. 

I  AM  desired  by  the  Right  Honourable  the  Governor  in  Council  to  forward  copies  of 

the  letters  marginally  noted  with  reference  to  the  Bank  of 
Fw/?194.    Letter  from  the  Secretary  and  Treasurer,  Bank  of  Bombay  and  the  New  Bank  of  Bombay  (Limited). 

^S'^^JS;^^^^^^        ''"  '''""''' '''''  2.   It  will  be  seen  that  the  case  stands  thus.    The  Old 

„     198.    Letter  from  the  Deputy  Seci«tary  of  the  New  Bank  Bank  is  in  a  position  to  pay  off  at  once,  from  available 

o^^mbay  (Limited).  No  23,  dated  2l8t  Decem-  assets  in  hand,  all  its  creditors  except  Government;  but 

„     199.    LettertotheSccretaryandTreaiurer,BankofBom.  unless  Government  consents  to  allow  its  minimum  ba- 

bay,  No.  1577,  dated  27th  December  1867.  lance   of  25  lacs   tu    remain    in  the  hands  of  the  Old 

„       „      LrttertotheDepntySecreteijofthcNewB^^^  jja^t    the  liquidation   cannot   be   carried  out  without 

Bombay  (Lunited),  No.  1578,  dated  27th  Decem-  '    .           P-                 ^          xi_                                  ^        is?  •    , 

ber  1867.  suspension  ot  payment,  as  there  are  noi  assets  sufficient 

to  hand  over  to  the  New  Bank  to  meet  the  claims  of  Go- 
vernment as  well  as  of  the  other  creditors. 

3.  As  Government  has  guaranteed  all  depositors  till  the  1st  March  next.  Government 
would,  in  any  case,  have  to  pay  all  depositors  before  being  able  to  claim  its  own  balance 
from  the  Old  Bank. 

4.  It  seemed,  therefore,  to  be  absolutely  necessary  to  make  some  arrangement  of  the 
nature  proposed,  and  the  means  suggested  appeared  to  be  satisfactory,  as  the  assets  of  the 
Old  Bank  may  on  the  one  hand  be  accepted  as  covering  the  risk,  while  on  the  other  hand 
the  debt  of  Government  to  the  New  Bank  would  give  additional  security  for  the  bahmce 
of  Government  money  entrusted  to  the  New  Bank  before  the  full  capital  on  the  first 
issue  has  been  paid  up. 

5.  The  terms  of  the  present  Agreement,  to  which  especial  reference  is  made  in  the 
letter  from  the  Secretary  to  the  New  Bank,  runs  thus  : — 

^^  That  from  and  after  the  said  first  day  of  March,  one  thousand  eight  hundred  and 
sixty-seven,  an  average  cash  balance  of  forty  lacs  of  rupees  on  the  Government  banking 
account  at  Bombay  snail  during  the  continuance  of  this  Agreement  be  maintained  in 
the  hands  of  the  bank,  so  far  as  the  same  conveniently  may  be  done,  the  whole  of  which 
balance  the  said  bank  shall  be  at  liberty  to  use  and  employ  for  its  own  benefit  and  profit, 
subject  to  the  provisions  of  their  present  charter  Act;  and  the  said  balance  which  shall 
from  time  to  time  be  to  the  credit  of  the  Government  shall  appear  in  the  books  of  the  said 
bank  as  the  Government  balance.  But  in  case  the  Government  cash  balance  in  the 
hands  of  the  said  bank  shall  on  any  da^  after  the  said  first  day  of  March,  one  thousand 
eight  hundred  and  sixty-seven,  and  during  the  continuance  of  this  A^eement,  be  less  than 
twenty-five  lacs  of  rupees,  then,  and  so  often  as  the  same  shall  happen,  the  said  bank 
shall  be  entitled  to  receive  from  the  said  Secretary  of  State,  interest  on  the  difference 
between  the  amount  of  the  actual  Government  cash  balance  of  the  day  and  the  sum  of 
twenty-five  lacs  of  rupees,  as  the  case  may  be ;  such  interest  to  be  reckoned  at  the  loirest 
rate  charged  by  the  said  bank  to  the  public  on  the  day  on  which  the  difierence  may 
exist" 

6.  On  a  full  consideration  of  the  peculiar  circumstances  of  the  case,  the  Right  Hoaoor- 
able  the  Governor  in  Council  directed  the  answers  to  be  written  to  the  secretaries  of 
the  two  banks  which  accompany  this  letter,  and  I  am  desired  to  request  the  sanction  of 
the  Government  of  India  to  the  orders  passed  by  this  Government.  As  the  matter  is 
emergent,  I  am  directed  to  request  you  will  be  good  enough  to  forward  an  answer  by 
telegraph. 

I  have,  &C. 
Acting  Chief  Secretary  to  Government 


Telegram  from  the  Financial  Secretaiy  to  the  Government  of  India,  to  the  Chief 
Secretary  to  the  Government  of  Bombay,  dated  3rd  January  1868. 

We  agree  to  advance  25  lakhs  from  the  Treasury  balance  now  in  the  bank,  to  pay  the 
depositors. 

2.  We  also  agree  to  open  an  account  with  the  New  Bank  on  the  14th  January,  with  a 
deposit  of  25  lakhs,  being  the  minimum  Treasury  balance  under  the  existing  agreement 
with  the  Old  Bank.  But  with  regard  to  any  advance  to  be  made  by  the  bank  to  meet  the 
temporary  requirements  of  ihe  Government,  we  can  assent  to  no  other  terms  than  those 
under  wmch  advances  are  made  at  present  by  the  presidency  banks,  namely,  the  payment 
of  the  current  rate  of  interest  day  by  day  on  the  advance  actually  made. 

3.  Under  no  circumstances  can  the  Government  consent  to  pay  interest  on  a  fixed 
cash  credit. 

(signed)        E.  H.  Luihington^ 
Secretary  to  the  Gt)vemment  of  India. 
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(Financial  Department— No.  24  of  1868.) 

To  J.  Stuart f  Esq.,  Secretary  and  Treasurer  of  the  Bank  of  Bombay. 

Sir,  Bombay  Castle,  8  January  1868. 

With  reference  to  my  letter  No.  1577,  dated  27th  December  1867,  relating  to  liquida- 
tion of  the  Bank  of  Bombay,  I  have  the  honour  to  forward,  for  your  information,  copy  of 
a  telegram  receiyed  from  the  Financial  Secretary  of  the  Government  of  India. 

I  have,  &c. 
(signed)         £.  W.  Bavenscrqft, 
Acting  Chief  Secretary  to  Government. 


(Financial  Department.— No.  25  of  1868.) 

To  the  Deputy  Secretary  of  the  New  Bank  of  Bombay  (Limited). 

Sir,  Bombay  Castle,  8  January  1868. 

With  reference  to  my  letter  No.  1578,  dated  27th  December  1867,  relating  to  the 
terms  on  which  the  New  Bank  of  Bombay  (Limited)  will  be  prepared  to  take  over  the 
Government  account,  1  have  the  honour  to  forward,  for  the  information  of  your  directors, 
copy  of  a  telegram  received  from  the  Financial  Secretary  to  the  Government  of  India. 

2.  I  am  desired  by  the  Bijght  Honourable  the  Governor  in  Council  to  say  that  he 
anticipates  no  objection  will  be  offered  to  the  modification  required  by  the  Government 
of  Inoia. 

I  have,  &c. 
(simed)        JS.  W.  Jtavenscroft, 
Acting  Chief  Secretary  to  Government. 


(Financial  Department. — No.  6  of  1868.) 

To  the  Under  Secretary  of  State  for  India,  London* 

Sir,  Bombay  Castle,  14  January  1868. 

I  AM   directed  by  the   Right   Honourable  the 

Governor  in  Council   to   forWMtl    to   you,  for   sub-   „  Letter  from  the  Secretary  to  the  Government  of  India, 

^on  to  Her  Majesty,  Principd  Secre^ry  of  "'{»r'tR5SS5yao.b.,u  »..  .^„. 

State  for  India,  the  accompanying   copies  of  com-   No.  1584,  dated  30th  December  1867. 

munications  noted  in  the  margin,  on  the  subject  nLT^ZJ^l^L^^^^T^^^ 

-^,  .^  ^    ^       r>i  1.T  1.   \^      "overnmentoflndia,  No.  45,  dated  nth  Januarv  1868. 

of  the  appointment  of  a  Government  Inspector  to  >  ,  vu  fmway  luw. 

supervise  the  proceedings  of  the   New  Bank  of  Bombay  (limited). 

I  have,  &c. 
(signed)         E.  W.  Ravenscro/t, 
Acting  Chief  Secretary  to  Government. 


(Financial  Department. — No.  3160.) 

To  the  Chief  Secretary  to  the  Government  of  Bombay. 

Sir,  Fort  WiUiam,  18  December  1867. 

YouB  telegram  of  the  12th  instant  having  expresBed  the  intention  of  the  Gi>vexn- 
ment  of  Bombay  to  take  shares  in  the  new  bans,   in  pursuance  of  the  discretionary 

rwer  vested  in  His  Excellency  the  Governor  of  Bombay  by  the  Secretary  of  State, 
am  directed  to  request  the  opinion  of  His  Excellency  as  to  the  best  measures  to  be 
adopted  for  exercising  an  efficient  control  over  the  proceedings  of  the  bank,  in  which 
Government  will  now  be  the  hurgest  shareholder  and  tne  largest  depositor. 

2.  In  the  opinion  of  the  Goverment  of  India,  the  proposed  relations  between  the 
Government  of  Bombay  and  the  new  bank  bein^  in  other  respects  precisely  similar  to 
those  now  existing  between  Grovemment  and  the  other  two  presidencies,  the  appointment 
of  an  officer  instead  of  directors  nominated  by  the  Government  to  supervise  the  proceed- 
ings  of  the  Bank  at  Bombay  would  be  inexpedient. 

3.  It  appears  to  the  Governor  General  in  Council  that,  as  the  relations  between  the 
(Government  and  the  new  hmk  wiU  differ  materially  from  those  contemplated^  in  the 
Secretary  of  State's  Despatch  to  this  Government  of  the  24th  October  last,  the  instruc* 
tions  contained  in  that  Despatch,  so  far  as  they  relate  to  the  appointment  of  a  Government 
officer,  are  no  longer  applicable. 

I  have,  &c. 
(signed)        E.  H.  Lushingtan, 
Secretary  to  the  Grovemment  of  India. 
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(Financial  Department.— No.  1584  of  1867.) 

To  E.  H.  LtishinfftoTiy  Esq.,  Secretary  to  the  Government  of  India. 

Sir,  Bombay  Castle,  30  December  1867. 

1  HAVE  had  the  honour  to  receive  your  letter.  No.  3150,  dated  18th  of  December  18W, 
in  which  you  request  the  opinion  of  his  Excellency  the 'Governor  as  to  the  best  measuroB 
to  be  adopted  for  exercising  an  eflScient  control  over  the  proceedings  of  the  Bank  of 
Bombay  now  that  Government  has  become  the  largest  shareholder. 

2.  In  reply,  I  am  directed  to  state  that,  with  reference  to  that  part  of  paragraph  7  of 
the  letter  of  the  Secretary  of  State  (No.  368,  dated  24th  October  1867),  which  relates 
to  bye-laws,  the  directors  of  the  new  bank  of  Bombay  (Limited),  have  been  called  oa 
for  a  copy  of  the  bye-laws,  that  they  may  be  considered  by  Government,  and  approved  if 
found  satisfactory.  With  reference  to  paragraphs  2  and  3  of  your  letter,  conveying  the 
opinion  of  the  (Jovemment  of  India  that  the  appointment  of  an  inspector,  as  directed 
in  the  Secretary  of  State's  letter  of  the  24th  October,  is  no  longer  expedient,  and  that 
directors  should  be  appointed  on  the  part  of  Government  in  the  same  manner  as  is  now 
done  in  the  other  presidency  banks,  I  am  directed  to  say  that  the  only  modification  sug- 
gested by  the  Secretary  of  State  in  the  term^  of  his  letter  before  quoted  has  reference 
to  the  holding  of  shares ;  and  I  am  to  add,  in  conclusion,  that  the  Right  Honourable 
the  Governor  in  Council  entertains  no  doubt  that  it  is  the  wish  of  the  Secretary  of  State 
that  the  appointment  of  an  inspector  should  be  adhered  to. 

I  have,  &c. 
(signed)         £.  W.  Ravenscrofty 
Acting  Chief  Secretary  to  Government 


(Financial  Department. — No.  45  of  1868.) 

To  E.  H.  Lushinffton,  Esq.,  Secretary  to  the  Government  of  India,  Financial 

Department. 
Sir,  Bombay  Castle,  11  January  1868. 

I  AM  desired  by  the  Bight  Honourable  the  Governor  in  Council  to  write  more  My 
on  tfie  subject  of  a  Government  Inspector  for  tiie  new  bank  of  Bombay  than  I  was  able 
to  do  in  my  telegram  of  the  7th  instant. 

2,  In  mjr  letter.  No.  1684,  dated  30th  ultimo,  I  explained  that  his  Excellency  the  Governor 
in  Council  entertained  no  doubt  that  it  is  the  wish  of  the  Secretary  of  State  that  tk 
i^pointment  of  an  inspector  should  be  adhered  to,  and  under  the  orders  as  they  now 
Btwnd,  it  is  incumbent  on  Government  to  ajppoint  an  inspector  or  auditor.  I  am  desired 
also  to  add^  that  in  the  *'  Articles  of  Association  ^  of  the  new  bank,  which  have  been 
already  rcristered,  no  provision  for  anv  nomination  of  directors  has  been  made.  To 
render  such  an  arrangement  possible,  therefore,  the  **  Articles  of  Association "  would 
have  to  be  altered. 

3.  The  112th  section  of  the  "  Articles  of  Association  "  of  the  new  bank  is  as  follows:— 

"  If  Government  shall  so  require,  as  affording  further  security  to  them  as  to  their 
deposit  account  before  mentioned,  it  shall  be  lawful  for  the  Governor  in  Council  of 
Bombay  from  time  to  time  to  appoint  one  cnr  more  pereons  to  act  as  auditors  of  the  accoonts 
of  the  Company,  in  addition  to  the  auditors  before  named,  and  the  persons  so  nominated 
shall  be  called  the  Government  auditors,  and  they  shall  not  be  subject  to  any  of  the  rules 
be&re  mentioned  ait  to  the  am>oiittment  of  auditors  by  the  Company.  The  said  (jovem- 
arent  amcbitors  shall  be  entitled  to  see  the  books  of  account,  documents^  vouchers,  cash, 
and  secitrities  of  or  held  by  the  bank,  and  to  make  rq>ort  from  time  to  <»ie  to  Grovcnh 
it  thereon." 


4.  His  Excellency  the  viceroy  will  thus  see  that  there  is  a  means  hy  which  a  Govern- 
ment inspector  can  at  once  be  nominated,  whereas  the  appointment  of  directors  on  bdiaH 
of  Government  must  be  attended  with  delay. 

5.  As  mentioned  in  my  telegram  of  the  7th  instant,  Financial  letter,  No.  368,  dated 
24th  October  1867,  addressed  to  the  viceroy  by  the  Secretary  of  State,  waa  not  received  bj 
his  Excellency  the  Governor  until  after  the  new  bank  had  been  registered.  This  hw 
proved  inconvenient,  as  the  Secretary  o£  State,  in  the  8th  paragraph  of  hia  letter  above 
mentioned,  directs  the  Government  of  India  to  appoint  a  competent  officer  to  perform 
the  duties  of  inspector,  wliereas  the  previously  (quoted  section  of  the  "  Articles  of  Asso- 
ciation "  places  the  nomination  of  such  an  officer  in  the  hands  of  the  Governor  of  Bombij 
in  Council. 

6.  When  considering  the  whole  question,  I  am  desired,  to  requeat  that  hia.ExceU^Q 
the  Viceroy  will  state  what  his  wishes  are  on  this  .point  In  the  meantime  some 
immediate  arrangement  is  necessary,  as  the  new  bank  commences  business  on  the  Uth, 
and  his  Excellency  the  Governor  in  Covncil  is  desirous  that  from  its  very  commencement 
its  affairs  should  be  carefully  simervised  by  Government. 

7.  The 
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7.  The  Bight  Honourable  the  Grovemor  in  Council,  therefore,  proposes  to  appoint  aa 
officer  at  once  as  Government  Inspector,  pending  the  receipt  01  instructions  from  the 
€royemment  of  India.  This  officer  will  oe  selected  from  amongst  those  stationed  in 
Bombay,  and  will  receive  no  salary  for  his  new  duty.  He  will  be  instructed  to  keep 
Umself  thoroughly  conversant  with  the  bank's  business,  and  make  a  weekly  report  to 
Government. 

8.  Such  an  arrangement,  however,  would  only  be  temporary,  as  the  Secretary  of  State 
indicates  in  the  Despatch  referred  to,  that  the  inspection  of  the  affairs  of  the  bank  should 
be  the  principal,  if  not  the  only,  employment  of  the  officer  appointed  to  that  duty,  and  it 
would  be  impossible  to  give  permanently  such  an  onerous  charge  to  any  officer  whose 
tfane  would  be  properly  devoted  to  the  discharge  of  his  ordinary  duties. 

9.  His  Excellency  in  Couneil  begs  to  point  out  at  the  siune  time  that  no  provision  is 
made  by  the  Articles  of  Association,  or  tne  present  agreement  between  the  Government 
and  the  Bank,  for  the  remuneration  of  an  inspector,  should  his  Excellency  the  GK)vemor 
Greneral  in  Ccnmcil  decide  upcm  appointing  any  one  whose  lime  will  be  entirety  given 
to  the  perfinrmanoe  of  the  duty  of  inspection. 

10.  With  reference  to  the  7th  paragraph  of  letter,  No.  368, 1  am  desired  to  state  that 
the  directors  of  the  New  Bank  01  Bombay  have  been  called  on  for  a  copy  of  tfieir  bye- 
laws;  but  up  to  the  present  time  Government  have  not  been  furnished  with  a  copy. 

11.  A  copy  of  the  Memorandum  and  Articles  of  Association  of  the  New  Bank  of 
Bombay  (Lunited)  is  forwarded  herewith  for  the  information  of  the  Governor  General  in 
Council. 

I  have,  &C. 
(signed)        E.  W.  Ravenscroft, 

Acting  Chief  Secretary  to  Government. 


MEMORANDUM  of  Assooiatiom  of  the  New  Banc  fjf  Bombay,  Limited. 


1.  The  name  of  the  company  is  ^  The  New  Bank  of  Bombay,  Limited.'' 

2.  The  registered  office  of  the  company  ia  to  he  established  in  Bombay. 

9.  The  objects  for  which  the  company  is  established  are  the  advancing  and  lending  money 
on  Government  securities  and  shares  in  Indian  railways,  the  interest  whereon  shall  have 
been  guaranieed  by  Government,  the  discounting,  buying,  and  selling  of  bills  of  exchange 
and  other  negotiable  securities  payable  iu  India:  provided  always,  that  the  Board  of 
Directors  S'hall  have  authority  to  open  drawing  acct.uuts  wiih  the  banks  of  Bengal  and 
Madras,  and  to  make  from  time  to  time,  with  or  without  collateral  security,  such  temporary 
advances  to  either  of  those  corporations  aa  to  the  said  directors  shall  appear  to  be  expedient ; 
the  making  of  investments  of  the  moneys  of  the  bank  on  securities  of  the  Government  of 
India,  or  in  loans  or  bonds  secured  by  the  Imperial  Parli<»menc  or  ibe  revenues  of  India^  or 
ill  (debentures  of  railways  guaranteed  by  the  Government  of  India,  and  from  time  to  tima 
altering,  converting,  and  transposing  such  investments  for  others  of  a  like  nature,  the 
making,  issuing,  and  circulating  of  bank  post  bills  and  letters  of  credit  made  payable  in  India 
to  order  or  otherwise  than  to  the  bearer  on  demand,  buying  and  selling  of  gold  or  siiver 
bullion,  the  receiving  of  deposits,  keeping  cash  accounts,  and  grunting  cash  crrdits,  the 
granting  loans,  and  making  advances  upon  any  i^oods,  wares,  or  merchandHM  which  shall  have 
been  duly  insured  against  fire  or  other  risk  against  which  they  may  be  insurable,  or  apon 
other  property  or  securities  of  the  description  above  mentioned  which,  or  the  documents  of 
title  to  ubich  shall  be  deposited  with  or  assigned  to  the  said  bank  as  security  for  such  loans 
and  advances,  and  for  the  selling  and  realisation  of  the  proceeds  of  sale  of  any  such  goods^ 
wares,  merchandise,  or  other  property  or  securities  which,  or  the  documents  of  title  to 
which  have  been  so  deposited  or  assigned,  or  \%hicb  shall  be  held  by  the  said  bank,  and 
over  which  the  said  bank  shaU  be  entitled  to  any  lien  or  charge  in  respect  of  any  such  loan 
or  advance,  or  any  debt  or  claim  of  the  said  bank,  and  which  said  goods,  wares,  merchandise^ 

Eroperty,  security,  or  documents  of  title  so  as  aforesaid  deposited  with,  assigned  to,  or  held 
y  the  said  bank,  shall  not  in  due  time  in  accordance  with  the  terms  and  conditions  (if  any) 
of  such  deposit  or  assignment  have  been  redeemed  ;  the  acting  as  agents  either  for  commis- 
sion, or  profit,  or  otherwise  in  the  transaction  of  the  following  kind  of  business,  llie  taking 
charge  of  anv  Government  or  other  securities  or  shares  in  any  railway,  bank,  or  joint  stock 
company.  The  receiving  of  the  interest  or  dividends  on  any  such  securities  or  sharea.  The 
investment  of  any  money  deposited  in  the  said  bank  in  any  of  the  said  securities  or  shares  on 
account  of  the  depositor.  The  sale  or  transfer  of  any  such  securities  or  shares  deposited  with 
the  said  bank,  or  the  receipt  of  any  principal  money  that  may  be  payable  thereon.  The  invest- 
ment of  the  principal  and  interest  and  dividends  so  received,  or  the  proceeds  of  such  sale  as 
laat  aforesaid  in  any  such  securities  or  shares,  or  according  to  the  instructions  of  their 
constituents  to  hold  or  pay  such  prmcipal,  interest,  dividends  or  proceeds,  or  at  the  risk  of 
such  constituents  to  remit  the  same  by  public  or  private  bills,  either  payable  in  India,  or  in 
133.  C  C  2  Great 
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Great  Britain  or  Ireland,  and  to  do  all  acts  necessary  or  proper  for  the  purpose  of  eflFecting 
sach  remittances,  provided  that  if  any  such  remittance  be  made  in  a  biU  of  the  said  bank, 
such  bill  shall  be  payable  in  India  ;  and  provided  also  that  it  shall  be  lawful  for  the  said 
directors  to  draw  bills  of  exchange  and  grant  letters  of  credit  payable  out  of  India  for  the 
use  of  their  constituents  in  the  agency  department  for  the  remittance  of  funds  realised  by 
them  acting  as  agents  in  the  manner  aforesaid,  and  to  buy  bills  of  exchange  payable  oat  of 
India  for  the  purpose  of  meeting  snch  bills  or  letters  of  credit. 

4.  The  liability  of  the  shareholders  is  limited. 

6.  The  nominal  capital  of  the  company  is  one  crore  of  rupees,  divided  into  20,000  shares 
of  500  rupees  each  (of  which  it  is  not  intended  at  present  to  issue  more  than  10,000  shares), 
to  be  increased,  if  occasion  should  arise,  in  maimer  mentioned  in  the  Articles  of  Association 
of  the  Company  to  two  c>ores  of  rupees  by  the  creation  of  20,000  additional  shares  of 
600  rupees  each. 

We,  the  several  persons  whose  names  and  addresses  are  hereto  subscribed,  are  desirous 
of  being  formed  into  a  company  in  pursuance  of  this  Memorandum  of  Association,  and  we 
re8pectivel3r  agree  to  take  the  number  of  shares  in  the  capital  of  the  company  set  opposite 
our  respective  name  s. 


Names  and  Addresses  of  Sabscribers. 


Number  of  Shares  taken  by  each  Sabscriber. 


Articles  of  Association  of  the  New  Bakk  of  Bombay,  Limited. 


It  is  Agreed  as  follows: 

TiWeAof^^Joint       j,  Xhe  regulations  contained  in  the  Table  marked  A,  in  the  schedule  to  "The  Indian 
iS«,''n^'toapp         Companies  Act,  1866,"  or  any  of  them,  shall  not  apply  to  this  company. 


Interpretation  clauie. 

Compooy. 
Tlie  statutes. 


Tlieee  presents. 
Special  resolution.* 

Cepital. 
Shares. 
Sharelmlders. 

Difectorsa 

Board. 

Aii^tors. 
Seeretuy. 


I. — Interpretation. 

2.  In  the  interpretation  of  these  presents  the  following  words  and  expressions  shall  have 
the  following  meanings,  unless  excluded  by  the  subject  or  context: — 

The  "  company  "  means  the  New  Bank  of  Bombay,  Limited. 

The  "  statutes '*  means  and  includes  *'The  Indian  Companies  Act,  1866,"  and  the 
Acts  incorporated  therewith,  and  any  and  every  other  Act  from  time  to  time  in  force 
concerning  Joint  Stock  Banking  Companies  in  India  with  limited  liability,  and 
necessarily  affecting  the  company. 

*^  These  presents  "  n)eans  and  includes  those  Articles  of  Association,  and  the  regula- 
tions of  tlie  company  from  time  to  time  in  force. 

'^Special  resolution  ^  means  a  special  resolution  of  the  company  passed  in  accordance 
with  the  provisions  of  ^'  The  Indian  Companies  Act,  1866." 

''  Capital"  means  the  capital  from  time  to  time  of  the  company. 

''Shares"  means  the  shares  from  time  to  time  of  the  capital. 

'*  Shareholders  "  means  the  duly  registered  holders  from  time  to  time  of  the  shares  of 
the  company. 

''  Directors  "  means  the  directors  from  time  to  time  of  the  company,  or  as  the  case 
may  be,  the  directors  assembled  at  a  Board. 

'^  Board'*  moans  a  meeting  of  the  directors  duly  called  and  constituted^  or  as  the 
case  may  be,  the  directors  assembled  at  a  Board. 

"Auditors"  and  *'  secretary  and  treasurer"  mean  those  respective  officers  frotii  time 
to  time  of  the  company. 

*'  Ordinary 
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*' Ordinary  meeting  **  means  nn  ordinal^  meeting  of  ibe  shareliolders  of  the  company  Ordinanr  meeting, 
duly  called  and  constitnted,  and  any  adjourned  holding  thereof. 

*'  Extraordinary  meeting  '*  means  an  extraordinary  meeting  of  the  shareholders  of  Extnwrdinary  meet* 
the  company  duly  culled*  and  constituted,  and  any  adjourned  holding  thereof.  ^' 

**  Meeting''  means  a  meeting  of  shareholders.  Meeting. 

**  Office  "  means  the  registered  office  from  time  to  time  of  the  company.  Office. 

'^  Seal"  means  the  common  seal  from  time  to  time  of  the  company.  smI. 

''  Month  "  means  a  calendar  month.  Month. 

Words  importing  the  singular  number  only,  include  the  plural  number.  Singnlar  number. 

Words  importing  the  plural  number  only,  include  the  singular  number.  Plunil  number. 

Words  importing  the  masculine  gender  only,  include  ihe  feminine  gender.  Gender. 

II. — CONBTITUTIOK. 

S»  The  following  shall  be  the  regulations  of  the  company,  but  subject  to  repeal  and  Regnktioni. 
alteration  as  provided  by  these  presents. 

III. — Business. 

4.  The  business  of  the  company  shall  include    the   (Several  objects  expressed  in  the  Company*!  bnmiess. 
Memorandum  of  Association. 

6.  The  business  shall  be  carried  on  by  or  under  the  management  of  the  directors,  subject  Memgement. 
only  to  such  control  of  meetings  as  is  provided  for  by  these  presents. 

6.  The  head  office  of  the  company  shall  be  in  the  city  of  Bombay,  and  the  business  of  P>«ce  ©^  t>uiliieei* 
the  company  shall  be  carried  on  there  and  at  such  other  place  or  places  in  India  as  the 

Board  may  deem  advisable. 

IV. — Capital. 

7.  The  capital  of  the  company  shall  consist  of  one  crore  of  rupees,  divided  into  20,000  Ai  to  capital,  and 
shares  of  600  rupees  each,  of  which  10,000  shares  are  to  be  immediately  allotted  as  the  first  ^^^^^^  thireot 
issue,  and  10,000  are  to  be  reserved  for  issue  hereafter,  as  hereinafter  mentioned,  and  shall  be 

called  or  kn»wn  as  the  reserved  issue  of  all  which  shares  the  persons  who  at  the  time  of 
such  allotments  being  respectively  made  shall  be  shareholders  in  the  old  Bank  of  Bombay, 
incorporated  under  Act  ^.  of  1863,  and  who  shall  have  applied  for  the  same  in  such 
manner  and  within  such  period  as  the  directors  shall  have  prescribed  or  may  hereafter 
determine  shall  be  entitled  to  an  absolute  preference.  The  Board  shall  be  bound  to  make 
the  said  '*  reserved  issue ''  when  and  so  soon  as  the  surplus  assets  realised  from  and  by  the 
said  old  Bank  of  Bombay,  after  payment  of  its  debts,  shall  amount  to  the  sum  of  100 
rupees  per  share  of  such  issue,  and  shall  allot  the  said  shares  to  the  persons  who  shall  then 
be  the  nolders  of  shares  in  the  old  Bank  of  Bombay,  and  who  shall  be  willing  to  accept  the 
same,  in  the  proportion  of  one  share  of  500  rupees  each  of  such  *^  reserved  issue  "  to  every 
two  shares  held  by  them  in  the  said  old  oank  of  Bombay;  and  such  issue  shall  be 
made  on  the  sum  of  100  rupees  for  each  of  the  shares  so  issued  being  paid  by  the  liquidators 
of  the  said  old  Bank  of  Bombay  to  this  company.  If  the  liquidators  of  the  said  old  Bank 
of  Bombay  shall  not  be  in  a  position,  within  18  months  from  the  date  of  the  allotment  of 
the  said  first  issue,  to  pay  the  sum  of  100  rupees  per  share  on  the  said  reserved  issue, 
the  directors  shall  be  entitled  to  proceed  to  make  and  allot  the  said  reserved  issue,  inviting 
applications  from  the  said  shareholders  of  the  said  old  Bank  of  Bombay  for  the  same,  upon 
such  terms  as  to  payment  of  calls  thereon  as  the  directors  may  determine,  subject  to  Article 
31  of  these  presents.  Provided  always,  that  all  the  shares  to  which  the  said  shareholders 
of  the  old  Bank  of  Bombay  are  entitled  as  aforesaid  shall  be  allotted  to  them  at  par.  Any 
of  the  shares  forming  the  said  **  reserved  issue ''  not  so  laken  up  by  the  shareholders  of  the 
old  Bank  of  Bombay  shall  be  dealt  with  in  such  manner  as  the  shareholders  of  this  com- 
pany at  anjr  ^* ordinary"  or  ^^  extraordinary  general  meeting"  shall  determine.  Tlie  Board 
may  from  time  to  time,  by  a  special  resolution  of  the  shareholders,  passed  in  accordance 
with  the  provisions  of  Act  X.  of  1866,  increase  existing  capital  by  a  further  issue  of  shares, 
not  exceeding  in  the  whole  (including  the  said  "  first "  and  "  reserved  "  issue)  40,000  shares, 
representing  a  nominal  capital  of  two  crores  of  rupees. 

8.  Whenever  such  increase  of  capital  shall  have  been  sanctioned,  the  directors  shall  carry  How  earned  into 
the  resolution  into  effect  in  such  manner  as  they  d^m  most  expedient,  subject  nevertheless  •^'^^ 

to  the  provisions  of  the  statutes  and  these  presents,  and  to  the  special  directions  (if  any) 
given  in  reference  thereto  by  the  extraordinary  meeting  at  which  the  resolution  for  such 
mcrease  shall  have  been  passed  and  confirmed  as  aforesaid. 

133.  C  C3  9.  Any 
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Same  n  original 


9.  Any   capital  so  created  shall^  except  so  for  as  is  otherwise  directed  by  any  such 

il  directions,  be      "  * 
e  original  capital. 


special  directions,  be  subject  lo  the;ie  presents,  in  the  same  manner  as  if  it  bad  been  part  of 
thi 


V, — Shares. 


Aeocptaace  of  sbi 


Certificiitef. 


Renewil  of  oertifi- 


Companj  to  bmye  a 
lien  on  abaret. 


The  first  named  of 
joint  holdera  deeoMxl 
sole  holder. 


Iw  o  mun  dudl  be  m^ 
dtrided. 

Company  not  bound 
to^reeognise  any 
trust  or  interest  in 
share  other  than  that 
of  ragiatered  holder. 


Notice  I 

name  or.  plaoe  of 
abode,  or  of  marriage 
of  ihareholder. 


10.  An  appticaiion  si^^ned  by  or  on  beiiatf  of  the  applicant  for  shares  in  the  company^ 
followed  by  an  aHotment  of  any  shares  thereon,  shall  be  an  acceptance  of  such  sliares  witbm 
the  meaning  of  these  articles;  and  every  person  who  thus  or  otherwise  accepts  any  share, 
and  whose  name  is  on  the  register,  shall,  for  the  purpose  of  these  articles,  be  damned  to  be 
a  shareholder,  with  all  the  rights  and  piivileges,  and  all  the  duties  and  liabilities  of  such, 
and  it  shall  not  be  necessary  for  any  applicant  to  stf  n  the  Articles  of  AssooiadcMi  of  the 
company. 

11.  Every  shareholder  shall,  on  payment  of  such  sum,  not  exceeding  one  mpee,  as 
the  Board  from  time  to  time  prescribe,  be  entitled  to  a  certificate,  under  the  common  seal 
of  the  company,  and  signed  by  two  director.<^  and  the  secretary  and  treasurer  for  the  time 
being,  specifying  the  share  or  shares  held  by  him,  and  the  amount  paid  thereon. 

12.  If  any  such  ceitificate  be  worn  out  or  lost,  it  may  be  renewed  on  payment  of  a  like 
sum,  provided  such  evidence  as  the  Board  deem  resaonaUe  be  aiSorded  of  the  title  of  the 
party  applying  for  the  renewal. 

13.  The  company  shall  have  a  first  and  paramount  lien  upon  all  the  shares  of  any  shar^ 
holder  for  ail  moneys  due  to  the  company  from  him  alone, or  jointly  with  any  other  person; 
and  where  a  share  is  held  by  more  persons  thaa  one,  the  company  shall  have  tne  lien 
thereon  in  respect  of  all  moneys  so  due  to  them  from  all  or  any  of  the  holders  thereof. 

14.  If  any  share  shall  stand  in  the  names  of  two  or  more  persons^  the  person  first  namad 
in  the  register  may,  at  the  option  of  the  Board,  be,  as  regards  voting  at  meetings^,  receipt  of 
dividendft,  s^vices  of  Boiices^  wmA  all  or  any  other  matters  com^led  with  the  company, 
except  the  transfer  of  ibe  share,  deemed  the  sole  holder  thereoC 

16.  No  share  shall  be  subdivided. 

16.  The  company  shall  not  be  bound  by  or  recognise  any  trust,  expren  or  implied,  or 
any  equitable,  contingent,  future,  or  paitial  interest  in  any  share,  or  (except  only  as  is  by 
these  presents  otherwise  expressly  provided)  any  other  right  in  respect  of  a  share  than  an 
absolute  right  thereto,  in  accordance  with  these  presents  in  the  person  from  time  to  time 
registered  as  the  holder  thereof. 

17.  No  shareholder  who  shall  change  his  name  or  place  of  abode^  or^  beiog  a  female^ 
shall  marry,  and  no  husband  of  any  such  laat-meDtkoaed  abarebolder,  shall  be  e&titled  lo 
recover  any  dividend,  or  to  vote^  until  notice  of  the  change  of  namey  w  abo4c^  or  marriage 
be  gives  to  the  coopaoy,  in  order  to  ita  being  registered^ 


YL — ^Tbansfss  akp  Tbanshission  of  Shabes. 


R^ter  of  traasferi. 


Transfer  books  when 
doaed. 


Company  may  refuse 
to  register  transfers. 


Title  to  sharca  of 
deceased  holdera. 

Re^istratloD  of  persons 
enutled  to  shares  in 
any  way  other  than  by 
transfer. 


Transfer  by  stieh  per- 
son to  his  nominee. 


Form  of  transfer  to  be 
approfed  by  Board. 


18.  The  company  shall  keep  a  book,  to  be  called  the  ^'  Register  of  Ttansfers.''  aad 
therein  shall  be  fairly  and  distinctly  entered  the  pardcalars  of  every  traas&r  or  transmisTrton 
of  any  share. 

10.  Directors  may  from  thne  to  time  close  the  tran^^fer  books  of  the  company^  for  any 
period  or  periods  not  exceeding  in  the  whole  551  days  in  any  one  year. 

36.  The  company  may  decUne  to  register  any  transfer  of  shares  whilst  the  sharehotder 
making  ti^  same  is  either  ulooe,  or  jointly  vrith  any  «tber  person,  indebted  to  the  com- 
pany, on  any  account  whatsoever,  or  unless  the  person  named  as  transfi^iee  is  approved  by 
the  Board. 

21.  The  executors  or  administrators  of  a  deceased  shareholder  diall  be  the  only  persons 
recognised  by  the  company  as  having  any  title  to  his  shares. 

22.  Any  person  becoming  interested  in  a  share  in  consequence  of  the  death,  bankruptcy, 
or  insolvency  of  any  shareholder,  or  the  marriage  of  any  female  shareholder,  or  by  any 
lawful  means  other  than  by  transfer  or  deed,  in  accordance  with  these  presents,  may,  upon 
producing  such  evidence  as  the  Board  think  sufficient,  either  be  registered  himself  as  the 
holder  of  the  share,  or  elect  to  have  some  person  no  m  mated  by  him,  and  approved  by  the 
Board,  registered  as  such  holder- 

23.  Provided,  nevertheless,  that  if  he  shall  eleet  to  have  his  nominee  registered  he  shall 
testify  the  election  by  executing  to  his  nominee  a  deed  of  transfer  of  the  share,  and  until  he 
do  8o,  he  shall  not  be  freed  from  any  iiabrlity  in  respect  of  the  share. 

24.  Every  transfer  of  share  by  deed  shall  be  in  such  form  as  the  Board  from  time  to 
time  lawfully  approve,  and  shall  be  presented  to  the  company,  accompaaied  by  such  evidence 
as  the  Board  may  require  to  prove  the  title  of  the  transfer«Nr. 

25.  Bfcry 
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26.  Every  transmission  of  a  share  shall  be  verified  in  mahn'er  as  the  Board  require;  and  Bonrd  may  require 
the  company  nray  refuse  to  register  any  such  transmission  until  the  same  be  so  verified.         evkienoeoftpansmis- 

26.  There  shall  be  paid,  in  respect  to  the  tranefer  or  transmission  of  any  number  of  shares  Fee  on  transfer  or 
to  the  same  party,  such  sum  of  money,  not  exceeding         rupees  per  share,  as  the  directors  tranfmisakm. 
may  from  time  to  time  prescribe* 

27.  If  any  of  the  shareholders  shall  become  indebted  to  the  company,  it  shall  be  lawful  Shares  of  proprtetws 
fi)r  the  diiectors  to  withhold  payment  of  the  dividends  on  the  share  or  shares  of  the  person  »«^kto* *®  ^ ^***^ 
or  persons  so  mdebted  until  payment  of  fuch  debt,  and  to  apply  such  drvidt  nds  towards 

Eayment;  and  after  demand  or  default  of  payment,  and  one  calendar  month's  notice  in  that 
ehalf  ^\yen  either  to  such  shareholder  or  shareholders,  or  his  or  her  constituted  agent,  or 
by  public  advertisement  in  the  official  ''Gazette,"  it  shall  be  lawful  for  the.  diiectors  to 
refuse  registration  of  the  transfer  of  any  6U<  h  share  or  fehares  until  payment  of  such  debt; 
and  if  the  same  shall  remain  unpaid  for  the  space  of  four  months  after  such  notice,  ihe 
directors  i^hall  have  power  to  declare  the  same  shares  forfeited,  and  to  sell  and  dispose  of 
such  share  or  f^hares,  or  so  many  of  such  shares  as  may  be  necessary  to  discharge  the  debt, 
and  to  register  the  names  of  tiie  purchaser  or  puchasers  of  the  said  shares  in  lieu  of  the 
former  owner  thereof,  and  to  apply  the  proceeds  of  such  sale  or  sales  towards  payment  of 
such  deht,  paying  over  the  surplus,  if  any,  to  the  person  or  persons  indebted,  or  his  or  her 
lawful  representative.  Unpaid  calls  on  any  shares,  whether  those  which  shall  be  so  sold 
or  otherwise,  held  by  a  shareholder  in  the  company,  shall  be  deemed  a  debt  within  the 
meaning  of  this  article. 


vn.— CALii& 


Calls  to  be  paid  on 
first  issue. 


'  28.  In  respect  of  the  said  first  issue  of  10,000  shares,  the  amount  due  thereon  shall  be 
paid  by  the  shareholders  in  manner  following : — 25  rupees  on  application,  225  rupees  on 
allotment,  and  the  balance  of  250  rupees  in  two  instalments  or  125  rupees  each,  which 
shall  be  and  become  respectively  payable  on  the  15th  day  of  January  and  the  1st  day  of 
March  1868  ;  and  calls  of  those  respective  amounts  on  each  of  the  shares  forming  the  said 
first  issue  shall  be  deemed  to  have  been  made,  and  to  be  due  and  payable  by  the  share- 
holders on  the  respective  dates  aforesaid,  without  any  further  notice  thereof  by  the  directors 
or  the  secretary  and  treasurer  of  the  company.  But  the  directors  shall  be  authorised  to 
extend  the  time  for  paymtnt  of  calls  by  shareholders  residing  out  of  India. 

29.  The  Board  may  from  time  to  time,  and  subject  as  aforesaid,  make  such  calls  upon  the 
shareholders  in  respect  of  all  moneys  unpaid  on  their  shares  as  the  Board  think  fit,  and 
every  shareholder  shall  be  liable  to  pay  the  amount  of  every  call  to  the  persons  and  at  the 
time  and  place  appointed  by  the  Board. 

30.  Twenty-one  days'  notice,  at  the  least,  shall  be  given  of  the  time  and  place  appointed 
by  the  Board  for  the  payment  of  every  call. 

31.  No  call  shall,  subject  as  aforesaid  as  to  the  mode  in  which  the  payment  of  the 
moneys  due  on  the  first  issue  of  shares  shall  be  made  by  the  shareholders,  exceed  1S5 
rupees  per  share,  and  at  least  three  months  shall  intervene  between  the  time  appointed  for 
the  payment  of  two  successrve  calls. 

32.  A  call  shall  be  deemed  to  have  been  made  at  the  time  when  the  resolution  authorising 
the  call  was  passed  by  the  Board. 

83.  If  any  shareholder  fail  to  pay  any  call  due  from  him  on  the  day  appointed  for  Call  to  data  from  the 
payment  thereof,  he  shall  be  liable  to  pay  interest  for  the  same,  if  the  moneys  be  due  in  day  on  which  it  is 
respect  of  the  first  issue  of  shares,  at  the  rate  of  at  lea!>t  12  per  cent,  per  annum,  or  at  the 
current  rate  if  it  be  more  than  12  per  cent.,  and  as  to  all  other  caUs  at  the  highest  rate 
current  for  advances  by  way  of  local  discounts  by  the  com|>any  from  the  day  appointed 
for  the  payment  therevoif  for  the  period  intervening  between  that  date  and  the  time  of 
actual  payment. 


Board  may  mak«  calla 
to  be  paid  by  aban- 
boldari. 


Tweniy-ODe  days* 
notice  of  calla  to  be 
givta. 

Interval  between  caUs 
and  amount  of  eaeh« 


made,  as  to  calla  after 
5  {.  per  diare  paid. 

Calls  to  ctrry  interest. 


VIII. — Forfeiture  of  Shares. 


84.  If  any  shareholder  shall  ftul  to  pay  any  call  due  from  him  on  the  appointed  day,  the  Ueatt  net  mday  na- 

Board  may  at  any  time  thereafter  during  such  time  as  the  call  remains  unpaid,  serve  a  noiioe  tioe  to  be  giec&to 

on  him   requiring  him  to  pay  the  call,  together  with  any  interest  accrued  due  thereon  by  •*»«'»®**«'- 
reason  of  non-payment  as  aforesaid. 

35.  The  notice  shall  name  a  day  (not  being  less  than  30  days  from  the  date  of  the  notice)  Tenni  o^notiea. 
and  a  place  or  places  on  and  at  which  the  call  and  interest  are  to  be  paid,  and  the  notice 

shall  also  state  that  in  the  event  of  the  non-payment  of  such  call  and  interest  at  tlie  time 
and  place  appointed^  the  share  in  respect  of  which  the  call  was  made  will  be  liable  to  be 
forfeited.  v. 

..5 

36.  If  the  reouisitions  of  any  such  notice  shall  not  be  complied  with,  every  or  any  sbfurie  In  default  of  payment, 
in  respect  of  which  the  notice  is  given  may  be  forfeited  by  a  resolution  o(  the  Board  to  •!>*«»  ^  be forWied, 
that  ehecL 
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CORRESPONDENCE,  &c.  RELATIVE  TO  THE 


Notice  of  forfeiture  to 
•harekolder. 


Forfeiced  shares  to  be 
property  of  compaoyy 
and  may  be  iold,  &c. 

Shifeh^ld^r  f till  liable 
to  pay  calli. 


Foriciture  of  ihare  to 
extiognish  claims  on 
the  oom|)any. 

Certificate  of  for- 
ieitare. 


37.  When  any  share  is  so  declared  to  be  forfeited,  notice  of  the  forfeiture  shall  be  givea 
to  the  holder  of  the  share,  and  an  entry  of  tlie  foi^iture,  uiih  the  date  thereof,  shall  wrth- 
w  ith  be  niade  in  the  register* 

38.  Every  share  which  shall  be  forfeited  shall  thereupon  be  the  property  of  the  company, 
and  may  be  sold,  re-allotted,  or  otherwise  disposed  of,  either  to  the  original  holder  thereof, 
or  to  any  other  person,  upon  such  terms  and  in  such  manner  as  the  Board  think  fit. 

39.  Any  shareholder  whose  shares  shall  be  forfeited  shall,  notwithstanding  the  forfeiture, 
be  liable  to  pay  to  the  company  all  calls  owing  upon  the  shares  at  the  time  of  forfeiture,  and 
the  interest  (if  any)  thereon. 

40.  The  forfeiture  of  a  share  shall  involve  the  extinction  at  the  time  of  the  forfeiture  of 
all  interest  in  all  claims  and  demands  against  the  company  in  respect  of  the  share  and 
all  other  righU  as  by  th  ese  presents  are  expressly  saved. 

41.  A  certificate  in  writing  under  the  hands  and  seals  of  two  directors,  and  counter- 
signed by  the  secretary  and  treasurer,  that  a  share  has  been  duly  forfeited  in  pursuance  of 
these  presentSi  and  stating  the  time  when  it  was  forfeited,  shall  be  conclusive  evidence  of 
such  forfeiture,  and  an  entry  of  every  such  certificate  shall  be  made  in  the  minutes  of  the 
proceedings  of  the  directors. 


First  ordinary  meet- 
ing. 

Subeeqoent  ordinary 
meetii^. 

Extraordimffj  meet- 
ingf. 


Reouialtion  of  sliare- 
holders  to  state  object 
of  meeting. 

On  receipt  of  reqniai- 
tkyn,  dbectors  to  call 
meeting,  and  in  de- 
fiinlt  sbureholders  may 
do  so. 


Comnany  may  vary 
articles  of  associatioD. 


Fourteen  days*  notice 
of  meeting  to  be 
gireii. 


By  whom  BOtice 
signed. 


Oflsisaion  to  give  no* 
tice  not  to  inyaUdate 
reaolation  pasted  at 
neetiog. 

Nomber  of  shares 

ary  for 


If  reqmred  nvmber 
not  preaent,  meeting  to 
be  a4iovni«d. 


Adjowned  maatiag  to 
tranaactbutlBeiBi 


IX. — Meetings  of  Shareholders. 

42.  The  first  ordinary  general  meeting  of  the  company  shall  be  held  at  such  time  within 
eight  months  after  the  incorporation  of  the  company  as  the  Board  may  determine. 

43.  Subsequent  ordinary  general  meetings  shall  be  held  once  in  every  year,  at  such  time 
and  place  as  the  directors  uiay  from  time  to  time  determine. 

44.  The  directors  may,  whenever  they  think  proper,  ctdl  an  extraordinary  general  meeting, 
and  they  shall  do  so  upon  a  requisition  in  writing  by  10  or  more  shareholders,  holding  in 
the  aggregate  not  less  than  100  shares. 

45.  Any  requisition  so  made  by  shareholders  shall  express  the  object  of  the  meeting 
proposed  to  be  called,  and  shall  be  left  at  the  registered  oHice  of  the  company. 

46.  Upon  the  receipt  of  any  requisition,  the  directors  shall  forthwith  convene  an 
extraordinary  general  meeting,  and,  if  they  neglect  to  do  so  for  one  month  from  the 
leaving  of  the  requisition,  the  requisitionists  may  themselves  convene  the  meeting.  Pro- 
vided always,  that  n  >  resolution  passed  thereat  shall  be  binding  on  the  company  unless  and 
until  the  same  be  confirmed  hy  a  second  extraordinary  meeting,  convened  for  the  purpose, 
under  the  provisions  of  Act  X.  of  1866. 

47.  The  company  may,  from  time  to  time,  by  a  special  resolution  passed  at  any  extraordi- 
nary meeting,  repeal,  alter,  or  make  new  provisions  in  lieu  of  or  in  addition  to  any  regula- 
tions of  the  company,  whether  contained  in  the  Articles  of  Association  or  not. 

48.  Fourteen  days*  notice  at  least  of  every  meeting,  specifying  the  place,  time,  and 
hour  of  meeting,  and  the  objects  and  business  of  the  meeting,  shall,  in  the  discretion  of  the 
directors,  be  given,  either  by  advertisement,  or  by  notice  sent  by  post,  or  otherwise,  to  the 
registered  addrtss  of  every  shareholder,  or,  if  the  directors  think  fit,  both  by  advertisement, 
and  by  notice  as  aforesaid,  and  no  business  other  than  suoh  as  is  specified  in  such  notice 
shall  be  transacted  thereat. 

49.  Every  such  notice  (except  as  aforesaid)  shall  be  signed  by  the  secretary  and  treasurer, 
or  by  such  other  officer  as  the  directors  may  appoint,  except  in  the  case  of  a  meeting  con- 
vened by  shareholders,  in  accordance  with  these  presents,  in  which  case  the  notice  may  be 
signed  by  the  shareholders  convening  the  same,  or  by  any  10  or  more  of  them. 

50.  The  omission  to  give  any  such  notice  to  any  of  the  shareholders,  if  the  notice 
has  been  previously  advertised,  shall  not  invalidate  any  resolution  passed  at  any  such 
meeting. 

51.  Except  as  otherwise  provided  by  these  presents,  no  business  shall  be  transacted  at 
any  general  meeting,  except  the  declaration  of  a  dividend,  unless  there  shall  be  personally 
present  at  the  commencement  of  the  business  12  or  more  shareholders. 

62.  If,  at  the  expiration  of  one  hour  firom  the  time  appointed  for  the  meeting,  the 
required  number  of  shareholders  shall  not  be  present,  the  meeting,  if  convened  upon  the 
requisition  of  shareholders  shall  be  dissolved,  but  in  any  other  case  it  may  be  adjourned  to 
such  time  on  the  following  day,  or  on  such  other  day,  and  to  such  place,  as  the  shareholders 
present  at  the  expiiation  of  the  hour  determine. 

63.  At  any  adjourned  meeting  the  shareholders  present,  subject  to  Article  51,  shall  have 
power  to  decide  upon  all  the  matters  which  could  properly  have  been  disposed  of  at  the 
meeting  from  which  the  adjournment  took  place,  in  case  a  sufficient  number  of  shareholden 
bad  been  present  thereat. 
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64.  The  chairman  of  the  board  of  directors  shall  preside  as  chairman  at  every  meeting,  Chiirman  of  directors 
but  if  there  is  no  such  chairman,  or  if  at  any  meeting  he  shall  not  be  present  at  the  time  for  *®  l»  chairman  of 
holding  the  same,  or  shall  be  unwilling  to  act  as  chairman  of  the  meeting,  the  directors,  if  "^  ^^ 

any  be  present,  shall  choose  one  of  their  own  number  to  be  chairman  of  the  meeting. 

65.  If  at  any  meeting  12  shareholders  shall  be  present,  and  the  chair  sliall  not  be  taken  In  chairman's  absence, 
by  the  chairman  of  the  board,  or  by  a  director,  at  the  expiration  of  one  hour  from  the  time  any  director  or  share- 
appointed  for  holding  the  meeting,  or  if  before  the  expiration  of  that  time  all  the  directors  '»®'«^  ™*y  »«*• 
shall  decline  to  take  the  ch«ir,  the  shareholders  present  shall  choose  one  of  their  own 

number  to  be  chairman  of  the  meeting. 

66.  The  chairman,  with  the  consent  of  the  meeting,  may  adjourn  any  meeting  from  time  chairman  with  con- 
to  time  and  from   place  to  place,  but  no  business  shall   be  transacted  at  any  adjourned  sent  may  adjourn 
meeting  other  than  the  business  l^ft  unBnisherl  at  th^  meeting  from  which  the  adjournment  '"®«***'S- 

took  place. 

57.  Every  motion  submitted  to  a  meeting  shall  be  decided  in  the  first  instance  by  a  Motiont  to  be  decided 
show  of  hands,  and  in  the  case  of  an  equality  of  votes,  the  chairman  shall,  both  on  the  ^Jt^?^a[m °n  to ' ^^ 
show  of  hands  and  at  the  poll,  have  a  casting  vote  in  addition  to  his  own  vote.  have  casting  vote. 

58.  A  declaration  by  the  chairman  of  any  meeting  that  a  resolution  has  been  carried  How  question  to  be 
thereat  upon  a  show  of  hands  shall  be  conclusive;  and  an  entry  to  that  effect  in  the  book  of  ^^.**^*°^* 
proceedings  of  ihe  company  shall  be  suflScient  evidence  of  thai  fact,  without  proof  of  the 

number  or  proportion  of  the  votes  recorded  in  favour  of  or  against  such  resolution,  unless 
immediately  on  such  declaration  a  poll  shall  be  demanded  in  writing  by  at  least  five  share- 
holders present,  and  entitled  to  vote  at  such  meeting. 

59.  If  a  poll  be  demanded,  the  same  shall  be  taken  at  such  time  and  place,  and  either  by  PoU  to  be  uken  if 
open  voting  or  by  ballot,  as  the  chairman  shall  direct,  and  the  result  of  the  poll  shall  be  ^«™***^«*' 
deemed  to  be  the  resolution  of  the  meeting  at  which  the  poll  was  demanded. 


60.  The  proceedings  at  any  meeting  duly  called  and  constituted,  and  all  resolutions  and 
decisions  of  such  meeting,  shall  be  valid  and  binding  on  the  company. 


Proceedings  and  reso- 
lutions at  meeting  to 
be  binding. 


X. — Votes  of  Shareholders. 


61.  At  all  such  ordinary  and  extraordinary  general  meetings  of  the  company,  the  share- 
I^olders  entitled  to  vote  shall  vote  according  to  the  following  scale : — 

The  holder  of  4  shares  of  the  nominal  or  paid  up  sum  of  500  rupees  shall  be  entitled 
to— 
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and  one  additional  vote  for  every  50  shares  above  100  shares. 

62.  No  person  shall  be  allowed  to  vote  at  any  such  meeting,  in  respect  of  any  shares, 
until  three  cahndar  months  after  the  time  when  he  shall  have  become  a  registered  proprie- 
tor of  such  shares,  unless  such  shares  shall  be  acquired,  or  shall  have  come  by  oequest, 
marriage,  or  succession  to  an  intestate's  estate,  or  by  any  deed  of  settlement  after  the  death 
of  any  person  who  shall  have  been  entitled  for  life  to  th«  dividends  of  such  shares. 

63.  If  more  persons  than  one  are  jointly  entitled  to  shares,  one  of  the  said  persons  only 
shall  be  entitled  to  vote  in  respect  of  the  same. 

64.  If  any  shareholder  shall  be  a  lunatic,  idiot,  or  non  compos  mentis,  be  may  vote  by 
his  committee,  curator  bonis,  or  other  legal  curator;  and  if  any  shareholder  shall  be  a  minor, 
he  may  vote  oy  his  guardian,  tutor,  or  curator,  or  any  one  of  his  guaidians,  tutors,  or 
curators,  if  more  than  one. 

65.  No  shareholder  shall  be  entitled  to  vote  at  any  meeting  in  respect  of  any  shares  held 
by  him  alone  or  jointly  whilst  any  call  due  from  him  alone  or  jointly  remains  unpaid. 

6G,  Votes  may  be  given  either  personally  or  by  proxy,  but  every  proxy  shall  be  appointed 
in  writing  under  the  hand  of  the  appointor,  or  under  the  common  seal  of  any  corporation 
who  may  be  the  appointor. 

67.  No  person  shall  act  as  proxy  unless  at  the  time  of  appointment  he  is  a  holder  of  at 
least  four  shares ;  nor  unless  the  instrument  of  his  appointment  shall  be  deposited  at  the 
office  at  least  three  clear  days  before  the  time  for  holding  the  meeting  at  which  he  proposes 
to  vote. 


Shareholders  entitled 
to  vote. 


How  shareholders  fiM 
compog  mentU,  or 
minor,  may  vote. 


No  shareholder  ia 
arrear  with  call  to 
vote. 

Voting  in  person  or 
by  proxy. 
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CORRESPONDENCE,  &c.  RELATIVE  TO  THE 


Appointment  of  direc- 
tors. 


X  I. — ^Directors. 

68.  The  directors  of  the  company  shall  not  be  more  than  ten  or  less  than  six  in  number. 
The  first  directors  shall  be — 


Archibald  Duncan  Grant,  Esq. 
Ahmed  bhoy  Hubebhoy,  Esq. 
Andrew  John  Macdonald^  Esq. 
Henry  Maxwell,  Esq. 


Kessowjee  Naik,  Esq. 

William  Nicol,  Esq. 

Dinsbaw  Manockjee  Petty,  Esq. 


First  directors  to 
continae  in  office  until 
first  ordinary  meet- 
ing. 

Botrd  may  fill  np  va» 
cancies  and  add  to 
their  nomb^r. 

Any  directors  ap^ 
pointed  to  hold  office 
so  long  only  is  Ta^ 
eating  diiector  would 
have  been  entitled. 

Three  directors  to 
retire  annually. 


Ketiring  directors  bow 
determined. 


Retiring  dirtftON 
may  be  detennined  by 
balloU 

Qualification  of  direc- 
tors. 


If  election  not  made, 
meeting  to  stand  ad- 
journed fur  purposes  of 
election. 


Directors  may  resij^n* 


directors. 


69.  The  first  directors,  and  any  other  directors  appointed  by  the  Bo  ird,  shall  continue  in 
office  until  the  first  ordinary  general  meeting  of  the  company,  when  they  shall  all  retire 
from  office,  but  shall  l)e  eligible  f<»r  re-election.  • 

70.  The  Board  ^Iiall  have  power  at  any  time,  and  from  time  to  time,  to  supply  any 
vacancies  in  their  number  arisinj^  from  dea'h,  resi^^nation,  or  otherwise,  and  also  to  add 
to  their  number  such  additional  directors  as  they  think  fit,  not  exceeding  10  in  all,  subject 
to  the  approval  of  the  next  ordinary  meeting ;  but  any  person  so  chosen  shall  retain  his 
office  so  long  only  as  the  vacating  director  would  have  retained  the  same  if  no  vacancy  had 
occurred. 

71.  At  the  second  ordinary  general  meeting,  and  at  the  ordinary  general  meeting  in  every 
subsequent  year,  three  of  the  directors,  if  the  number  of  directors  be  10,  or  if  the  numbed 
be  less  than  10,  the  number  neansi  to  one-third  of  the  directors  for  the  time  being,  shall 
retire  from  office,  but  shall  be  eligible  for  re-election. 

72.  The  directors  to  retire  from  office  at  the  second  and  every  subsequent  ordinary  meet- 
ing  shall,  unless  the  directors  otherwise  arrange  among  themselves,  be  determined  by  ballot. 
In  every  subsequent  year  the  directors  to  retire  shall  consist  of  those  who  have  been  the 
longest  in  office. 

73.  In  case  any  question  shall  arise  as  to  which  of  the  directors  who  have  been  the  same 
time  in  office  shall  retire,  it  shall  be  decided  by  the  directors  by  ballot. 

74.  No  person,  not  being  a  director  at  the  time  of  the  first  ordinary  meeting,  shall  be 
eligible  to  the  office  of  director  unless  he  be  the  holder  of  at  least  JO  shares.  Provided 
always,  that  any  director  retiring  by  rotation  shall  be  deemed  willing  and  eligible  to  be  re- 
elected without  such  notice,  unless  he  shall  have  given  to  the  company  notice  in  writing  of 
a  contrary  intention  at  least  21  days  before  the  day  of  election. 

76.  If  at  any  meeting  at  which  any  election  of  directors  ought  to  take  place  no  such 
election  takes  place,  the  meeting  shall  stand  adjourned  to  the  next  business  day  at  the 
same  time  and  place;  and  if  at  the  adjourned  meeting  no  election  takes  place,  the  directors 
to  retire  shall  continue  in  office  until  the  then  next  ordinary  meeting. 

76.  A  director  may  at  any  time  t^ive  notice  in  writing  of  his  wish  to  resign  by  delivering 
such  notice  to  the  secretary,  or  leaving^  it  ai  the  registered  office  of  the  company;  and,  on 
the  acceptance  of  his  resignation  by  the  Board,  but  not  before,  his  office  shall  be  vacant 

77*  The  directors  shall  be  entitled  each  to  receive  for  their  remuneration  a  sum  not 
exceeding  two  gold  mohurs  (the  remuneration  of  the  chairman  being  four  gold  mohora) 
for  every  attendance  at  a  Board  meeting,  and  one  gold  mohur  for  attendance  ou  the  daily 
committee. 


Wben  office  of  director 
to  be  vacated. 


78.  The  office  of  any  director  shall  be  vacated — 

If  he  holds  the  office  of  director  of  any  other  bank  established,  or  having  an  agency 
in  Bombay. 

If  he  accepts  or  holds  any  other  office  under  the  company. 

If  he  becomes  bankrupt  or  insolvent,  or  compounds  with  his  creditori. 

If  he  is  declared  lunatic,  or  becomes  of  unsound  mind. 

If  he  is  absent  from  the  Board  for  more  than  three  consecutive  months. 

If  he  ceases  to  hold  the  required  number  of  shares  to  qualify  him  for  the  office. 

Dimctors  may  be  79.  The  company,  in  extraordinary  meeting,  may,  by  a  resolution  passed  by  the  votes 

removed  and  sueossscm  of  shareholders  nolding  in  the  aggregate  at  least  three-fourths  of  the  roistered  shares, 
appomted  at  eztraordi-  remove  any  director  before  tbe  expiration  of  his  period  of  office,  and  appoint  a  qualified 

shareholder  in  his  stead,  and  the  director  so  appointed  shall,  in  all  respects,  stand  in  the 

place  of  his  predecessor. 

80.  Every  director,  auditor,  manager,  secretary,  and  treaf^urer,  and  other  ofEcer,  and  his 
heirs,  executors,  administrators,  and  assigns,  shall  be  indemnified  by  the  company  from  all 
losses  and  expenses  incurred  by  them  respectively  in  or  about  the  discharge  of  their 
respective  duties,  except  such  as  happen  from  their  own  respective  wilful  acts  or  defaults. 

81.  The 
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81.  The  B»!retary  and  treasurer,  and  every  other  oflScer  of  the  company,  shall  execute, 
or  procure  to  be  executed  and  ^iven  to  the  company,  a  security  bond,  conditional,  in  such 
an  amount  as  the  Board  may  determine,  for  securing  the  fidelity  of  such  officer,  and  the 
proper  discharge  of  his  duties. 

82.  No  director  or  oflScer,  his  heirs,  executors,  administrators,  or  assigns,  shall  be  liable  Indemnity  to  director* 
for  any  other  director  or  officer,  or  for  joining  in  nny  receipt,  or  other  act  for  conformity;   and  others  from  the 
or  for  any  loss  or  expense  happenini;  to  thecomp.my  by  the  insufficiency  or  deficiency  of  *^**     ^  er  persons. 
title  to  any  property  acquired  by  order  of  the  directors    for  or  on  behalf  of  the  company; 

or  for  the  insufficiency  or  deficiency  of  any  security  in  or  upon  which  any  of  the  moneys 
of  the  company  shall  be  invested  ;  or  for  any  1«»S8  or  damage  arising  from  the  bankruptcy, 
insolvency,  or  tortious  act  of  any  penpon  with  whom  any  mone\8,  securities,  or  effects 
shall  be  deposited,  or  for  any  other  loss,  damage,  or  misfortune  whatsoever,  which  shall 
happen  in  the  execution  of  the  duties  of  his  respective  office,  or  in  relation  thereto,  unless 
the  same  happen  through  his  own  wilfu^  act  or  defaulL 

83.  Duly  qualified  persons  shall  from  time  to  time  be  appointed  to  be  solicitors  of  the  Appointment  of  soUcL- 
company,  and  Messrs.  Rimington,  Hore,  and  Langley,  shall   be  tlie  first  solicitors  of  the  *®"  ""l^  itwiding 
company,  and  standing  counsel  shall  also  be  retained  year  by  year  for  the  company.  counse . 


XII. — Powers  and  Proceedings  op  the  Dibectobs* 


84.  The  business  of  the  company  shall  be  managed   by  the   Board,  who,  in  addition  to  Powers  of  directors, 
the  powers  and  authorities  by  the  statutes   or  by  these   presents  expressly  conferred   upon 

them,  may  exercise  all  such  powers,  uive  all  such  consents,  make  all  such  arrangements, 
and  generally  do  all  such  acts  and  things  as  are  or  shall  be  by  the  statutes  and  these  pre- 
sents directed  or  authorised  to  be  exercised,  given,  made,  or  doneb}?  the  company,  and  are 
not  thereby  expressly  directed  to  l)e  exercised,  giren,  made,  or  done  by  the  company  in  meeting, 
but  subject  nevertheless  to  the  provisions  of  the  statutes  and  of  these  presents;  and  subject 
also  to  such  (if  any)  regulations  as  are  from  time  to  time  prescribed  by  the  company  in  meeting. 
But  no  regulation  made  by  the  company  in  meeting  shall  invalidate  any  prior  act  of  the 
Board  which  would  have  been  valid  if  the  regulation  had  not  been  made. 

85.  The  directors  shall  meet  together  for  the  dispatch  of   business  at  such  times  and    Meetings  of  directors. 
places  as  they  think  fit,  and  may  make  such  regulations  as  they  think  proper  for  summon- 

rag  and  holding  of  their  meetings,  and  for  the  transaction  of  business  thereat,  and  for  deter- 
mining the  quorum  necessary  for  the  transaction  of  business. 

86.  The  directors  may  appoint  a  chairman  of  their  meetings,  who,  subject  to  the  terms 
of  clause  82  of  these  Articles,  shall  retain  office  from  the  date  of  his  ap(>omtment  until  the 
next  annual  general  meeting  of  the  shareholders,  but  shall  be  eligible  for  re-election,  if  he 
still  continue  or  be  re^appointed  a  director  as  aforesaid. 

87.  All  meetings  of  the  directors  shall  be  presided  over  by  the  chairman,  if  present  but 
if  a  chairman  shall  not  be  appointed,  or  if  at  any  meeting  of  the  directors  the  chairman 
shall  not  be  present  at  the  time  appointed  for  holding  the  same,  the  directors  present  shall 
choose  one  of  their  number  to  preside  ac  the  meeting. 

88.  Any  question  which  shall  arise  at  any  meeting  of  the  directors  shall  be  decided  by 
a  majority  of  votes,  and  iu  case  of  an  equality  of  votes,  the  chairman  thereat  shall  have  a 
easting  vote  in  addition  to  his  own  vote. 

89.  The  Board  may  delegate  any  of  their  powers,  other  than  the  power  to  make  calls, 
to  committees,  consisting  of  such  member  or  members  of  their  body  as  the  Board  think 
fit,  and  they  niay  from  time  to  time  revoke  and  discharge  any  such  committee,  either  wholly 
or  in  part,  and  either  as  to  persons  or  purposes,  but  every  committee  so  formed  shall,  in 
the  exercise  of  the  powers  delegated  to  it,  conform  to  all  such  regulations  as  are  prescribed 
for  it  by  the  Board.  All  acts  done  by  any  such  committee  m  conformity  with  such 
regulations,  and  in  fulfilment  of  the  pinrposes  of  their  appointment,  but  not  otherwise,  shall 
have  the  like  force  and  effect  as  if  done  by  the  Board. 

90.  The  acts  of  the  Board,  and  of  any  committees  appointed  by  the  Board,  shall,  not- 
withstanding any  vacancy  in  the  Board  or  committee,  or  any  defect  in  the  appointment  of 
any  director,  or  of  any  member  uf  the  committee,  be  as  valid  as  if  no  such  vacancy  or 
defect  had  existed,  and  as  if  every  such  person  had  been  duly  appointed,  provided  the  same 
be  done  before  the  discovery  of  the  defect. 

01.  The  meeting  and  proceedings  of  such  committees  shall  be  governed  by  the  provisions 
herein  contained  for  regulating  the  meetings  and  proceedings  of  directors,  so  hr  as  the  same 
are  applicable  thereto,  and  are  not  superseded  by  the  express  terms  of  the  appointment  of 
such  committees  respectively. 

M.  The  directors  shall  cause  minutes  to  be  made  in  books  provided  for  the  purpose  of 
the  folloviring  matters,  viz. : — 

1.  Of  all  appointments  of  ofHcers  and  committees  made  by  the  direetora. 
153.  D  I>  2  2.  Of 
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Ciiitody  And  use  of 
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AcquititioQ  of  business 
preoiises. 


2.  or  all  the  names  of  the  directors  present  at  every  meeting  of  directors,  and  of 
the  members  of  committees  appointed  by  the  Board,  present  at  every  meeting  of  the 
committee. 

3.  Of  the  proceedings  of  all  general  meetings. 

4.  Of  the  proceedings  of  all  meetings  of  the  directors,  and  of  committees  appointed 
by  the  Board. 

93.  The  directors  shall  provide  for  the  safe  custody  of  the  seal  of  the  company  under 
such  regulations  as  the  Board  prescribe,  and  the  seal  shall  not  be  used  except  by  the  autho« 
rity  oi  a  Board,  and  in  the  presence  of  at  least  two  directors. 

94.  Every  deed  or  other  instrument  to  which  the  seal  is  required  to  be  affixed,  shall  be 
signed  by  two  directors,  and  countersigned  by  the  secretary. 

95.  In  their  management  of  the  business  of  the  company,  the  directors,  without  any  fur- 
ther power  or  authority  from  the  shareholders,  may  do  the  following  things,  viz. : — 

(1.)  They  may  enter  into,  make  and  conclude,  upon  such  terms  as  they  may  deem  ex« 
pedientin  the  interests  of  the  company,  an  agreement  with  the  directors  or  liquidators  of 
the  said  old  bank  of  Bombay,  for  the  purchase  of  the  good  will  of  the  said  bank,  and  as  a 
consideration  for  such  purchase,  may  allot  to  the  shareholders  of  the  said  bank  shares  in 
this  Company,  as  contemplated  by  clause  7  of  these  Articles. 

(2.)  They  may,  for  carrying  on  and  managing  the  business  of  the  company,  or  as  part  of 
the  said  agreement  with  the  saiti  bank,  purchase  from  the  said  bank  the  land  and  buildings 
belonging  to  thtm  in  Bombay  and  Kurrachee,  on  such  terms  as  they  may  be  able  to  agree 
upon,  or  as  may  be  settled  by  arbitration,  and  may  pay  for  the  same  out  of  the  moneys  of 
the  Company,  and  may  aUo  for  the  same  purposes  hire,  rent,  or  acquire  leases  of  houses 
or  buildings,  and  on  such  terms  as  they  may  from  time  to  time  think  advisable,  they 
may  pull  down,  alter,  remove,  or  convert  any  such  hou.^es  or  buddings,  and  may  erect  and 
build  such  other  houses  and  buildings  in  lieu  theieof,  on  any  land  purchased,  hired,  or 
rented  as  aforesaid;  and  may  from  time  to  time  alter  or  convert  any  such  houses  or  build- 
ings as  aforesaid,  in  such  manner  as  they  may  consider  necessary  or  advisable  for  carrying 
on  the  business  of  the  Company.  They  may  fit  up  and  furnish,  and  insure  against'  loss 
by  fire,  all  or  any  of  such  houses  or  buildings,  and  let,  or  demise,  or  give  possession  of  the 
whole,  or  any  part  of  the  same,  whether  fitted  up  or  furuiished,  or  otherwise,  to  such  person 
or  persons,  and  on  such  terms  as  to  tenancy  or  occupation,  as  they  may  consider 
advisable,  with  legard  to  the  interests  of  the  Compatiy,  and  the  promotion  or  carrying  on 
of  its  business. 

(3.)  They  may  also  enter  into,  make,  and  conclude  such  arrangements  with  Governmeiit 
as  they  may  deem  proper  and  necessary  for  obtaining  for  the  Company  their  deposit 
account,  and  for  securing  the  same  to  the  satisfaction  of  Government. 

(4.)  They  may  establish  and  maintain  until  the  first  general  meeting,  and  thereafter 
with  the  consent  of  the  shareholders  in  general  meeting,  such  branch  banks  and 
agencies  in  India,  and  may  make  such  regulations  for  their  management  as  the  Directors 
fiom  time  to  time  think  proper,  and  may  appoint  such  local  committees,  managers,  oflicers, 
clerks,  and  servant^,  with  such  remuneration,  and  at  such  salaries  as  they  consider  advisable, 
and  may  pay  the  expenses  occasioned  theieby  out  of  tlie  funds  of  the  Company,  and  may 
from  time  to  time  discontinue  all  or  any  of  such  branch  banks,  agencies,  or  local  com- 
mittees,  and  may  remove  or  suspend  all  or  any  of  the  local  or  other  committees,  managers, 
officers,  clerks,  or  servants,  for  such  reasons  as  they  think  proper,  and  without  assigning 
any  catise. 

(5.)  They  may  authorise  the  secretary  and  treasurer  for  the  time  being,  and  such  other 
officer  of  the  bank  as  they  may  deem  expedient,  to  purchase,  make,  give,  accept,  indorse, 
transfer,  discount,  issue,  and  negotiate  such  bills  of  ex(  hanue,  promissory  notes,  or  other 
similar  obli^rations,  as  they  may  Uiink  desitable  for  carrying  on  the  business  of  Uie  Com- 
pany according  to  the  terms  of  the  Memorandum  of  Association  of  the  Company,  and  also 
to  indoise  and  execute  transfers  of  Government,  and  other  securities  standing  in  the  name 
of  the  Company,  and  to  receive  the  interest  due  thereon. 

lent    for    to-  (^0  ^^^Y  °^'7  P^Y  ^^^  ^^^  acquisition  of  any  property  by  these  presents  specially  autho- 

property.  rised  to  be  acquired  by  the  Company,  either  in  cash  or  in  shares  (to  be  treated  as  either 

wholly  or  in  part  paid  up),  or  partly  in  cash  and  partly  in  such  shares,  or  in  such  other 
manner  as  they  from  time  to  time  deem  expedient. 

Mortgage    md    aale       (7.)  They  may  let,  mortgage,  sell,  or  othei-wise  dispose  of,  either  absolutely  or  con- 

of    Company'e    pro-  ditionally,  and  in  such  manner,  and  up. on  such  terms  and  conditions  in  all  respects  as  they 

P^^*  think  fit,  any  of  the  property  of  the  Company  acquired   in  manner  aforesaid,  and  may 

accept   payment  or  satisfaction  for  any  property  so  disposed  of  in  fully  paid-up  shares, 

or  partly  in  shares  and  partly  in  cash,  or  in  such  other  manner  as  the  directors  deem 

expedient. 


^tablishment    of 
branch  l>aDka,  &c. 


Aoceptanoe  of  bills 
jtnd  promiseory  notet. 


Pa: 


Investment  of  fnndf. 


(8.)  They  may  invest  such  part  of  the  funds  of  the  Company  as  shall  not  be  required, 
to  satisfy  or  provide  for  immediate  demands  or  the  current  business  of  the  Company,  or  as 
may  be  necessary  to  answer  the  requirements  of  Government  for  the  security  of  their  said 

deposit 
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deposit  account,  in  or  upon  Government  stocks  or  funds,  as  they  think  expedient,  and  may 
frpni  time  to  time  vary  such  securities  and  convert  the  same  as  occasion  requires,  or  as 
they  deem  expedient 

(9.)  Thev  may  institute,  conduct,  defend,  compromise,  refer  to  abitration,  and   abandon  Proceeding!    and 
legal  and  dther  proceedin«[S  and  claims,  by  and  against  the  Company,  and  the  directors  and   ^comp«n?^  *^*^ 
officers  of  the  Company,  and  othei^wise  concerning  the  affairs  of  the  Co  npany.  ^ 

(10.)  They  may  appoint  the  secretary  and  treasurer,  and  fix  his  rate  of  remuneration. 

96.  Every  director,  secretary  «nd   treasurer,  auditor,  trustee,  member  of  a  committee.  Declaration  of  se- 
officer,  servant,  agent,  accountant,  or  other  person,  employed  in  the  business  of  the  Com-  ^^'^^^ 

pany,  shall,  before  entering  upon  his  duties,  sign  a  declaration  pK  dging  himself  to  observe 
a  strict  secrecy  respecting  all  transactions  of  the  Company,  and  the  state  of  accounts  with 
other  Companies,  nrms,  or  individu'Als,  and  in  all  matters  relating  thereto,  and  shall  by  such 
declaration  pledge  himself  not  to  reveal  any  of  the  matters  whicli  may  come  to  his  know- 
ledge in  the  discharge  of  his  duties,  except  when  required  or  authorised  so  to  do  by  the 
Board,  or  by  any  meeting,  or  by  a  court  of  law,  and  except  so  tar  as  may  be  necessary  in 
order  to  comply  with  Clause  3  of  Article  96  of  these  presents,  or  with  any  of  the  provisions 
conUiined  in  these  presents. 

97.  No  person  acting  as  secretary  and  treasurer,  or  in  any  other  capacity  under  him  in  Officers  of  bank  not 
the  service  of  the  bank,  shall  engage  in  any  other  banking,  commercial,  or  other  business,  ^   engage   in    other 
either  on  his  own  account,  or  as  agent  for  any  other  person.  barineit. 

98.  No  payment   on    account  of  the  Company  shall    be  made   withoui  the   order  of  PaymentBtobcmade 
the  B«ard,  except  only  payments  on  petty  cash  account,  the  amount  of  which  the  Board  ^tnlStTci^^*^'  "" 
shall  from  time  to  lime  fix  and  determine.  ^^ 

99.  The  directors  shall  cause  true  accounts  to  be  kept  of  all  sums  of  money  received  or  Account  of  receipts 
expended  by  the  Company,  and  of  the  maimer  in  respect  of  which  such  receipt  or  expendi-  and  expenditure, 
ture  takes  place,  and  of  the  credits  and  liabilities  of  the  Company,  and  of  all  other  matters 

necessary  for  sliowing  the  true  state  and  condition  of  the  Company ;  and  the  accounts 
shall  be  kept  in  such  books  and  in  such  manner,  and  the  books  of  account  shall  be  kept  in 
such  place  or  places  of  security,  as  the  directors  think  fit;  and  shall,  if  required  by  Govern- 
ment, or  they  deem  ii  expedient  so  to  do,  make  up  and  publish  wet^kly  in  the  '^ Bombay 
Government  Gazette,"  and  such  other  newspapers  as  they  may  deem  proper,  a  true  state- 
ment of  the  position  of  the  dffairs  of  the  bank  made  up  to  a  date  as  near  to  the  date  of 
such  publication  as  may  be  feasible. 

100.  Provided,  nevertheless,  that  all  costs,  charges,  and  expenses  incurred  or  sustained  Pr«Hnimarycxpenses 
in  or  about  the  establishment  of  the  Company,  and  subsequent  to  the  registration  thereof,  •^^'"^ 
including  therein  the   cost  of  advertising,  printing,  stationery^  furniture,  and  fittings  of 

offices,  expenses  attendant  upon  the  formation  of  agencies  and  branches,  and  any  other 
costs,  charges^  or  expenses  which  the  Board  consider  may  be  fairly  deemed  and  treated  as 
preliminary,  shall  be  placed  to  a  separate  account,  to  be  called  ''The  Preliminary  Expenses 
Account,"  shall  be  chargeable  on  tlie  profits  of  the  Company,  and  from  time  to  time  debited 
either  wholly  or  in  part  to  the  profit  and  loss  account,  as  the  shareholders  in  general 
meeting  may  determine. 

101.  No  shareholder,  unless  he  be  a  director  or  auditor,  or  an  'oflScer,  clerk,  accountant,  Inspection  of  docu- 
or  other  person,  whose  duty  requires  him  to  do  so,  shall  be  entitled  to  inspect  the  books,  »«oti, 
accounts,  documents,  or  writings  of  the  Company,  except  such  as  shall  be  produced  for 

that  purpose  at  a  general  meeting ;  nor  shall  any  shareholder  be  entitled  in  equity  to  a 

discovery  thereof. 

• 

102.  At  every  ordinary  meeting  the  directors  shall  lay  before  the  meeting  a  statement  of  statement  of  account 
accounts,  and  of  the  general  position  of  the  Company,  made  up  to  a  date  not  more  than  a?<i  report  to  be  fur- 
two  months  before  the  meeting  from  the  time  when  the  last  preceding  statement  was  made;  p»»l»«^ *o S«»wral meet- 
or  in  case  of  thefirst  statement,  from  the  commencement  of  the  Company,  and  every  such 

statement  shall  be  accompanied  by  a  report  of  the  directors,  and  shall  contain  a  true 
description  of  the  assets  and  liabilities  of  the  Company,  and  of  its  income  and  expenditure 
during  the  preceding  year,  and  as  to  the  amount  which  they  recommend  to  be  paid  out  of 
the  profits  by  way  of  dividend  or  bonus  to  the  shareholders,  and  the  amount  (if  any)  which 
they  recommend  to  be  retained  for  the  formation  of  a  reserved  fund. 

Xlir. — Audit. 

103.  The  accounts  of  the  Company  shall  be  from  time  to  time  examined,  and  the  cor-  Accounts  to  be 
rectness  of  the  statements  shall  be  from  time  to  time  ascertained  by  two  or  more  auditors,  audited. 

in  accordance  with  these  presents. 

104.  No  director  or  officer  of  the  Company  shall  during  his  continuance  in  office,  be  aoalification  of  an. 
eligible  as  an  auditor.  ^^^' 

105.  The  directors  shall  appoint  the  first  auditors  of  the  Company,  for  the  purpose  of  Appointment  and  re- 
making a  report  to  the  first  ordinary  meeting,  and  those  auditors  shall  retire  from  office  at  J^*"'  ^^  *"'  *"***" 
that  meeting. 

106.  All  future  auditors,-  except  tlie  Government  auditors  presently  mentioned,  shall  be  Appointment  of  au- 
133^  D  D   3  appointed  ^^^ 
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appointed  at  the  first  and  subsequent  ordiDary  meetings  of  the  company  by  the  shareholders 
present  thereat^  and  shall  only  hold  office  until  the  next  ordinary  meeting  in  every  year  after 
their  appointment. 

Retiring aaditoffsali-         107.  Retiring  auditors^  shall  be  eligiUe  for  re-election, 
gible  for  re-election. 

Notice  to  be  giten  108.  No  person,  not  being  a  retiring  auditor,  shall  be  eVigible  to  the  office  of  auditor 

•o^tore^^'' **^  ^'*'^^****  ^^^^^^  notice  of  an  intention'to  propose  him  at  an  ordinary  meeting  be  given  at  least  seven 
"*  da\s,  and  not  more  than  one  month,  before  the  meeting,  and  a  copy  of  every  such  notice 

shall  be  posted  up  at  the  office  during  the  five  days  next  before  the  meeting. 

Auditors'  remunera,-  109.  The  remuneration  ol'  the  auditors  shall  be  determined,  and  may  be  from  time  to  time 

^^^'  varied,  by  the  shareholders  in  general  meeting. 

Directors  may  fill  up  HO,  If  any  vacancy  which  may  occur  in  the  office  of  auditor  at  any  ordinary  meeting 

Storsl/*^*"^^  "*  '^  ®^^"  "^*  ^^  ^^"  supplit'd,  or  if  any  casual  vacancy  shall  occur,  the  directors  shall,  subject 

to  the  approval  of  the  next  ordinary  meeiinir,  fill  up  the  vacancy  by  the  appointment  of  a 

person,  who  shall  hold  office  until  tlie  next  ordinary  meeting. 

Auditors   to   have  HI.  The  auditors  shall  be  supplied  with  copies  of  the  statement  of  acoounts  intended  to 

^unt!^  »*»*«»«**  o'  be  laid  before  the  meetmg,  and  it  shall  be  their  duty  to  examine  the  same  with  tbe  accounts 

and   vouchers  relating  thereto;    and   they   shall   have   access   to   all   books,  documents, 

vouchers,  and  securities  of  the  company. 

112.  If  Government  shall  so  require,  as  affording  further  security  to  t^em  as  to  their 
deposit  account  before  mentioned,  it  shall  be  lawful  for  the  Governor  in  Council  of  Bombay 
from  time  to  time  to  appoint  one  or  more  persons  to  act  as  auditors  of  the  accounts  of  the 
company,  in  addition  to  the  auditors  before  named,  and  the  persons  so  nominated  shall  be 
called  the  Government  auditors,  and  they  shall  not  be  subject  to  any  of  the  rules  before 
mentioned  as  to  the  appointment  of  auditors  by  the  company.  Tlie  said  Governioent 
audiiors  shall  be  entitled  to  see  the  books  of  jaccount,  documents,  vouchers,  cash,  and 
securities  of  or  held  by  the  bank,  and  to  make  reports  from  time  to  time  to  Govemmeot 
thereon. 

XIV. — Dividends,  Bonus,  and  Bebebyb  Fund. 

Declaration  of  dM-  113.  The  directors  may,  with  the  sanction  of  the  company  at  the  yearly  general  meeting, 

dend  or  bonus.  declare  a  dividend  or  bonus  out  of  the  net  profits  of  the  company,  to  be  paid  to  the  share- 

holders  in  proportion  to  their  shares,  and  may  at  the  termination  of  the  first  six  months  of  the 
then  current  year,  and  without  such  sanction,  declare  and  pay  out  of  the  accrued  net  profits  of 
tbe  bank,  an  ad  interim  dividend  for  the  said  period,  calculated  at  such  a  rate  of  interest  as  its 
profits  may  permit,  not  exceeding  in  any  case  five  per  cent,  per  annum.  Provided  always, 
&at  the  dividends  so  to  be  declared  and  paid  shall  not  exceed  the  rate  of  10  per  cent  per 
annum,  until  the  reserve  fund  of  the  coivipany  shall  amount  to  20  per  cent,  on  the  paid*ap 
capital  of  the  company  for  the  time  being. 

Reserrefimd.  1^4.  The  directors  shall,  before  recommending  any  dividend  or  bonus,  set  aside  out  of 

the  profits  of  the  company  such  a  sum  as  they  think  proper  as  a  reserved  fund,  and  may 
invest  the  same  upon  such  Government  securities  as  they  think  fit,  but  the  amount  to  be 

so  sei  aside  shall  be  subject  to  the  opinion  of  the  shareholders  in  general  meeting. 

• 

Application  of  reserred       115.  The  directors  may  from  time  to  time  apply  such  portion  as  they  think  fit  of  the 
f^^  reserved  fund  to  meet  contingencies,  or  for  equalising  dividends,  or  for  repairing  or  main- 

taining the  buildings  and  premises  connected  with  the  Dusiness  of  the  company,  or  any  part 
thereof,  or  for  any  other  purposes  of  the  company  which  they  from  time  to  time  deem 
expedient         . 

divfdend'norto  bew       ^^^'  ^o  unpaid  interest  or  dividend  shall  ever  bear  interest  as  against  the  company. 

Directors  may  de>  l^f?.  The  directors  may  deduct  from  the  interest  or  dividends  pavable  to  any  shareholder 

duct  money  due  tor  all  sums  of  money  due  from  him  to  the  company  on  account  of  calfs. 

calls. 

Notice  to  be  given  H8.  Notices  of  all  interest  or  dividend  that  is  payable  shall  be  given  to  each  shareholder 

of  interest  and  diyi-  entitled  thereto;  and  all  interest  or  dividend  unclaimed  for  five  years  after  notice  thereof  is 

iMvidends  unclaimed  S*^^"  ^^Y  ^^  forfeited  by  the  duectors  for  the  benefit  of  the  company,  and,  if  the  directors 

for  three  years  to  be  think  fit,  may  be  applied  in  augmentation  of  tlie  reserved  fund» 

forfeited. 

XV. — Loss  OP  Capital. 

When  rtserre  fund  119.  If  at  any  time  the  directors  find  that  the  losses  of  the  company  have  exhausted  the 

exhausted,    extraw^-  reserved  fund,  and  also  one-half  of  the  paid-up  capital,  they  shall  forthwith  call  an  extra- 
tobecSkd.     ™      *  ordinary  general  meeting,  and  submit  to  it  a  full  statement  of  the  afiairs  of  the  company. 

XVI. — Notices. 

Serrices  of  notices.  120.  All  notices  or  other  documents  requiring  to  be  served  by  the  company  upon  ihe 

shareholders  may  be  served  either  personally,  or  by  leaving  the  same  for  or  sending  them 
through  the  post  in  a  letter  addressed  to  the  shareholders  at  their  registered  places  of  abod^ 
and  every  notice  sent  through  the  post  shall  be  deemed  to  have  been  served  at  the  tirfie  on 
which,  in  the  usual  course  of  post,  it  would  have  been  delivered*. 
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121.  All  notices  to  be  given  on  the  part  of  the  shareholders  shall  be  left  at  the  registered   Noticet     by     share- 
office  of  the  company,  or  sent  through  the  post.  holders    to   be    sent 

^     ''  or  through  the  post. 

122.  All   notices   required    to   be   given  by  advertisement  shall   be  advertised  in  the   Adfertiiemcnto. 
•'Bombay  Government  Gazette/  and  in  at  least  one  English  and  one  native  newspaper 

having  a  daily  issue  in  Bombay. 

128.  Every  person  who,  by  operation  of  law,  transfer,  or  other  means  whatsoever,  shall  shareholders  bound  by 

become  entiiled  to  any  share,  shall  be  bound  by  any  and  every  notice  or  other  document  notices,  &c  given  to 

which,  previous  to  his  name  and  address  beinor  entered  upon  the  register  in  respect  of  the  P'*^*^'**   ^  *"' 
share,  is  given  10  the  person  from  whom  he  derives  his  title. 

124.  When   any  notice   or   document  is   delivered   or  sent   in   accoida*  ce   with    these   serrice  of  notices  good, 
presents  at  or  to  the  registered  place  of  abode  of  a  shareholder,  then,  notwithstanding  he   notwithstanding  death 
be  then  deceased,  and  whether  or  not  the  company  have  notice  of  his  decease,  such  service  o^ •l^"®*'®^^®''' 
of  the  notice  or  other  document  shall  for  all  purposes  of  these  presents  be  deemed  service 
thereof  on  his  heirs,  executors*,  administrators,  and  every  of  them. 

XVII. — Evidence. 

126.  On  the  trial  or  hearing  of  any  action  or  suit  to  be  brought  by  the  company  against  Evidence  in  tction  or 
any  shareholder  to  recover  any  debt  due  for  any  call,  ii  shall  be  sufficient  to  prove  that  the  roit  for  calls, 
name  o<  the  defendant  is  on  the  register  of  shareholders  of  the  company  as  a  holder  of  the 
number  of  shares  in  respect  of  which  such  debt  accrued,  and  that  notice  of  such  call 
was  duly  given  to  the  defendant  in  pursuance  of  these  articles ;  and  it  shall  not  be  necessay 
to  prove  I  he  appointment  of  the  directors  who  made  such  call,  nor  that  a  quorum  of 
directors  was  present  at  the  board  at  which  such  call  was  made,  nor  that  the  meeting  at 
which  such  call  was  made  was  duly  convened  or  constituted,  nor  any  other  matter  whatso- 
ever; but  the  proof  of  the  matters  aforesaid  shall  be  conclusive  evidence  of  the  debt. 

Dated  at  Bombay,  the  day  of  1867. 

Witness  to  the  signatures  of 


(No.  16.— Government  of  India. — Financial  Department. — Accounts.) 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir,  Fort  William,  22  January  1868. 

We  have  the  honour  to  forward  copies  of  the  papers  specified  in  the  subjoined 
list,  regarding  the  Bank  of  Bombay,  from  which  you  will  observe  that  we  have 
authorised  the  Government  of  Bombay  to  advance  26  lakhs  from  the  General 
Treasury  Balances,  in  the  old  Bank  of  Bombay  to  pay  the  depositors,  and  to 
open  an  account  with  the  new  bank  with  a  deposit  of  25  lakhs,  being  the  mini- 
mum balance  under  the  agreement  with  the  old  bank. 

We  append  a  minute  of  our  colleague,  the  Honourable  Sir  H.  M.  Durand, 
dissenting  from  the  above  decision,  which  in  the  absence  of  our  honourable 
colleague  was  adopted  under  the  pressure  of  a  request  for  a  reply  by  telegraph, 
and  with  reference  to  the  urgency  of  the  case. 

As  the  remaining  members  of  council  had  no  hesitation  as  to  the  expediency 
of  the  arrangements  above  detailed,  we  have  not  thought  it  necessary  to  re-open 
the  question,  in  consequence  of  Sir  H.  M.  Durand's  dissent. 

We  have,  &c. 
(signed)         John  Lawrence . 
W.  R.  Mansfie  Id. 
G.  N.  Taylor. 
W.  N  Massey. 
H.  M.Dutand. 
JV.  Muir. 
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Minute  by  Major  General  the  Honourable  Sir  H.  M.  Durand. 

1  FIND  it  impossible  to  concur  with  the  action  taken  in  the  Financial  Department  upon 
the  reference  from  the  Bombay  Government,  dated  the  27lh  December  1867,  with  regard 
to  the  measures  deemed  necessary  by  that  Government  for  avoiding  suspension  of  payment 
on  the  part  of  the  old  bank,  and  for  floating  the  new  bank. 

Bearing  in  mind  the  importance  of  the  question,  I  regret  extremely  that  the  telegram  of 
the  Financial  Department,  dated  the  3rd  January  1868,  was  despatched  without  the  previous 
circulation  of  the  fore-mentioned  despatch  with  its  enclosures.  I  cannot  but  think  that  a 
more  deliberate  consideiation  of  the  proposals  of  the  Bombay  Government  might  have  led 
to  a  safer  course  being  adopted  than  that  to  which  the  Government  of  India  has,  in  my 
opinion,  somewhat  precipitately  committed  itself. 

If  I  understand  these  papers  rightly,  the  position  in  which  Government  has  placed  itself 
by  the  telegram  of  the  3rd  January,  is  that  it  sanctions  the  following  concessions: — 

1st.  To  lock  up  in  the  old  Bank  of  Bombay  25  lakhs  of  rupees. 

2nd.  To  advance  the  new  bank  25  lakhs  of  rupees. 

3rd.  To  subscribe  to  the  new  Bank  of  Bombay  100  shares  of  500  rupees  ench,  or  another 
half  lakh  of  rupi'es,  and  to  increase  the  subscription  to  1,200  shares  hereafter,  making  a  total 
of  six  lakhs  on  this  account. 

4th.  Loss  of  capital  on  old  bank,  12}  lakhs  of  rupees. 
Or  a  total  of  08}  lakhs  of  rupees,  say  680,000/.  . 

This  is  done  partly  in  consequence  of  the  threat  of  suspension  of  payment  of  the  old 
bank,  and  partly  from  the  desire  to  float  the  new  Bank  of  Bombay  in  preference  to  per. 
mitting  the  Bank  of  Bengal  to  establish  a  branch  at  Bombay ;  and  it  is  done  nolwithstnnd- 
ing  that  the  Government  of  India  is  pledged  by  the  official  despatch,  No.  1584,  of  18th 
May  1867,  not  to  entrust  the  public  balances  to  the  new  bank  before  the  capital  of  the  new 
bank  is  paid  up. 

With  regard  to  the  threat  of  suspension  of  payment,  it  was  a  similar  threat  held  out  to 
the  Government  of  India  on  15th  June  1865,  which  induced  the  Government  of  India  to 
leave  it  to  the  discretion  of  Sir  Bartle  Frere  to  advance,  if  necessary,  160  lakhs  from  the 
currency  reserve ;  and  whicii  at  a  later  period  committed  the  Government  to  guaiantee  die 
depositors  of  the  Bank  of  Bombay.  What  the  results  of  these  entanglements  have  been,  it 
is  hardly  necessary  for  me  to  dwell  upon.  They  are  but  too  notorious,  yet  the  experience 
to  be  derived  from  ihem  does  not  seem  sufficient  to  de  er  the  Government  of  India  from 
again  entering  into  relations  with  the  new  Bank  of  Bombay  of  a  character  to  give  birth  to 
a  luxurious  crop  of  future  embarassments  and  entanglements. 

I  cannot  but  think  that  the  papers  to  which  the  Bombay  financial  letter,  No.  1518,  of 
14th  December  1867,  gives  cover  would  have  warranted  some  hesitation  on  the  part  of  this 
Government  before  it  hastily  endorsed  the  decision  of  the  Governor  of  Bombay,  topiefer 
the  speculative  enterprise  of  endeavouring  to  float  into  existence  a  new  bank  which  mani- 
festly fails  to  enjoy  the  confidence  of  the  public,  raiher  than  to  allow  the  Bank  of  Bengal, 
in  whom  the  public  reposes  entire  confidence,  to  establish  a  branch  at  Bombay.  The  real 
interest  of  that  great  commercial  centre  are  thus  practically  sacrificed  in  opposition  to  the 
wishes  of  the  more  prudent  and  solid  classes  of  the  community  at  Bombay,  and  in  blind 
deference  to  the  agitation  of  a  few  who,  after  the  boldest  assertions  to  the  contrary,  are 
forced  at  last  to  confess  that  the  fate  of  the  project  depends,  not  on  that  which  can  alone 
afford  a  secure  foundation  for  such  an  institution,  namely,  adequate  capital  and  the  confi- 
dence of  the  public,  but  on  the  new  bank  being  vamped  up  by  the  support  and  countenance 
•of  that  Government  which,  in  the  face  of  the  scandalous  loss  of  upwards  of  two  and  a  half 
miUions,  by  the  mismanagement  of  the  old  bank,  is  expected  to  plunge  into  analogous  risks 
and  li  ibilities,  in  order  to  prevent  the  new  bank  from  a  collapse  in  embryo.  Being  myself 
an  advocate  for  Government  being  a  shaieholder  in  this  country  in  the  banks  to  which  it 
entrusts  its  public  balances,  I  pen  these  remarks  free  from  any  bias  against  Government 
thus  associating  itself  with  establishments  of  substantial  capital  and  credit.  But  it  is  one 
•thing  for  Government  to  afford  reasonable  support  and ctiuutenance  to  a  soundly  constituted 
bank,  and  another,  and  a  very  different  thing,  for  a  government  to  undertake  quixotically 
and  at  the  expense  of  its  own  capital  and  credit,  and  without  any  prior  guarantee  whatever 
of  better  management  in  future,  to  resuscitate  from  the  ashes  of  the  gigantic  failure  of  the 
old  a  new  bank  in  which  the  public  can  see  no  safety  for  their  deposits,  unless  they  have 
what  they  consider  the  practical  guarantee  of  the  Government. 

I  ihink  that  before  committing  the  credit  and  the  resources  of  Government  to  the  future 
contingencies  insepamble  from  the  course  thus  adopted,  it  was  open  to  the  Government 
of  India,  as  the  present  agreement  with  the  Bank  of  Bombay  does  not  I  think,  expire  until 
March  next,  to  have  again  referred  to  the  Secretary  of  State,  and  having  placed  bt  fore  him 
the  avowed  state  of  affairs  at  Bombay,  to  have  recommended  the  withdrawal  of  his  restric- 
tion against  the  Bank  of  Bengal  establishing  a  branch  at  Bombay,  in  supersession  of  the 
defunct  Bombay  Bank,  and  in  remedy  of  the  failure  of  the  attempted  reconstruction  of 
the  new  bank.  It  might  have  been  pointed  out  to  the  Secretary  of  State,  that  in  the  one 
case,  in  spite  of  the  most  dire  experiencOj  Government  would  have  to  lock  up  treasure,  and 
incur  positive  and  incidenGal  obligations  that  may  at  any  time  prove  both  detrimental  and 
dangerous,  whilst  in  the  other  it  incurred  no  new  risks,  and  subjected  its  resources  to  no 
exceptional  and  objectionable  conditions.  If^  in  the  face  of  facts  such  as  are  proved  by 
the  papers  to  which  I  have  referred  in  this  minute,  the  Secretary  of  State  saw  no  reason  to 
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withdraw  his  restriction^  the  Government  of  India  would  at  any  rate  have  been  free  from 
any  responsibility  for  a  raeasnre  in  which  I  fail  to  perceive  any  single  element  of  sound 
financial  piudence  or  foresight,  and  which  casts  lo  the  winds  the  bitter  experience  of  the 
last  two  years. 

The  Uiore  I  look  into  what  is  stated  as  to  the  assets  and  liabilities  of  the  existini^  but 
moribund  Bank  of  Bombay^  and  as  to  the  secuiities  it  is  to  transfer  to  its  successor,  the 
stronger  reason  do  I  find  for  insisting  that  the  capital  of  the  new  bank  be  paid  up  before 
the  Government  make  over  to  its  charge  moie  of  the  public  funds.  That  capital  is,  in  my 
opinion,  much  too  small  for  a  bank  aiming  at  meeting  the  requirements  of  the  important 
business  of  Bombay;  but  small  as* it  is,  we  ought  to  have  the  security  that  it  is  bond 
fide  paid  up,  and  that  the  bank  does  not  commence  business  mainly  on  our  large  cash 
balances. 

There  is  one  feature  in  the  scheme  which  demands  attention.  It  is  not  clear  ihat,  legally, 
Government  will  have  an  indubitable  preferential  ritrht  to  the  assets,  at  best  I  admit  of  very 
doubtful  value,  which  the  old  bank  makes  over  to  Government  in  security  for  the  advance 
made  to  it;  nor  is  the  value  of  those  asseiis,  estimated  at  30,56,669  rupees,  very  reliable. 
Moreover,  in  the  statement  of  the  bank's  liabilities,  no  allowance  is  made  for  the  liability 
to  calls  on  shares  in  Commercial  Bank  of  India,  Asiatic  Bank,  and  other  companies.  In 
1866  the  contingent  liabilities  for  calls  on  shares  held  by  the  bank,  were  estimated  at 
30,75,200  rupees.  It  does  not  appear  how  much  of  that  liability  has  been  discharged,  but 
it  is  known  that  some  of  these  banks  have  called  for  payments  on  shares  under  the  pres- 
sure of  present  exigencies.  How  are  such  demands  to  be  met  in  this  arrangement  which 
ignores  them  in  account? 

At  a  juncture  when  the  aspect  of  affair::,  in  the  mercantile  and  in  the  financial  world,  is 
so  critical,  it  is,  to  my  mind,  matter  for  very  deep  regret  that  one  of  our  gieat  centres  of 
commerce  should  have  been  deprived  of  the  aid  which,  at  the  urgent  request  of  the  Bombay 
Bank  Directors,  the  Bengal  Bank  Directors  were  prepared  liberally  to  exiend.  But  it  is 
still  more  a  matter  of  rejjret  that,  when  the  opponunity  presented  itself  for  advising  a  re- 
consideraion  of  the  su^ect,  in  consequence  of  the  palpably  unsound  character  of  the 
proposalsof  the  Bombay  Government  and  of  the  new  bank  advocates,  the  telegram  of  the  3rd 
January  hastily  committed  the  Government  of  India  to  the  approval  of  a  scheme  and  con- 
ditions fraught  with  the  most  serious  objections,  and  exposing  the  Government  to  an  early 
repetition  of  all  those  difficulties  which  arose  from  the  ntcessities  of  the  mismanaged  Bank 
of  Bombay.  I  regret  it  the  more  as,  at  the  time  of  such  an  expedition  as  that  to  Abyssinia^ 
it  was,  from  every  point  of  view,  advisable  that,  in  the  place  of  a  new  bank  hnrdly  organised 
and  which  has  failed  signally  in  securing  public  confidence.  Government  might  have  derived 
very  great  advantage  from  a  bank  well  established  in  the  confidence  of  the  public  and  of  the 
Governmeni ;  and  upon  which,  in  fact,  the  Government  has  had  to  rely  for  the  efficient  and 
economical  meetijig  of  its  various  financial  requirements,  whether  it  were  treasure  for  the 
expedition,  or  the  means  of  floating  the  new  and  liquidating  the  old  bank.  Just  when  we 
want  a  reliable  bank  at  Bombay,  we  prefer  one  which  can  as  yet  advance  no  claim  to  being 
anything  more  than  one  strusgling  into  existence  under  Government  nursing,  Government 
in  fact  deriving  the  means  to  do  this  from  the  circumstance  of  having  had  upwards  (I 
believe)  of  two  millions  sterling  laid  down  in  Bombay,  during  the  last  six  months,  by  the 
agency  of  the  bank  whose  agent  it  paralyzes  at  Bombay,  and  whose  business  transactions 
w1ih  the  Bombay  Presidency  it  has  hampered  for  the  protracted  period,  a  very  long  one, 
during  which  the  Bank  of  Bombay  has  ceased  to  do  anything  but  occupy  the  most  anomal- 
ous position  that  a  bank  has  ever  held,  devoid  alike  of  all  credit  and  vitality,  yet  permitted 
not  only  itself  to  exclude,  but  also  to  transmit  to  its  ricketty  offspring,  the  right  of  barring 
the  action  of  the  sound  bank,  whose  resources  have  more  than  once  been  applied,  but 
sadly  in  vain,  to  save  the  Bank  of  Bombay  at  times  of  extreme  peril. 

Calcutta,  11  January  1868.  H.  M.  Durand. 

P.S. — Since  writing  the  above  Minute,  I  am  confirmed  in  the  opinion  therein  expressed, 
that  a  reference  to  the  Secretary  of  State  was  preferable  to  the  course  pursued ;  for  Sir 
S.  Northcote,  in  his  Financial  Despatch,  No.  868,  of  the  24th  October  1867,  states  dis- 
tinctly : — 

"10.  It  will  be  obvious  that,  as  the  Government  will  not  take  shares  in  the  new  bank,  I 
could  not,  in  fairness  to  the  community  of  Bombay,  allow  the  Bank  of  Bengal,  in  which 
Guvernment  is  a  shareholder,  to  establish  a  bi*anch  at  Bombay." 

Now  that  the  Bombay  Government  has  been  driven  to  make  the  concession  of  Govern* 
ment  connexion  with  the  new  Bank  of  Bombay,  Limited,  as  a  shareholder,  it  is  manifest 
that  the  consideration  which  led  the  Secretary  of  State  to  object  to  the  establishment  of  a 
branch  of  the  Bank  of  Bengal  at  Bombay  has  ceased  to  exist,  or  to  be  operative  ;  and  that,  if 
matters  had  been,  or  were  even  now,  fully  and  candidly  laid  before  him,  the  Secretary  of 
State  would  remove  a  restriction  imposed  upon  grounds  which  are  now  non-existent.  What- 
ever the  validity  of  the  reason  assigned  for  consenting  to  the  views  of  the  Bombay  Govern- 
ment, that  Government  has  itself  destroyed  the  condition  which  influenced  the  Secretary  of 
State,  at  the  close  of  October  1867,  to  exclude  the  sound  Bank  of  Bengal  in  favour  of  au 
experimental  institution  as  successor  to  the  old  Bank  of  Bombay. 

Calcutta,  13  January  1868.  H.  Jf.  Z>. 
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(No,  19  of  1868. — Government  of  India — Financial  Department.) 

Expenditure. — Administration  and  Public  Departments.  • 

To  the  Right  Honourable  the  Secretary  of  State  for  India. 

Sir,  Fort  William,  23  January  1868. 

We  have  the  honour  to  forward  to  you  the  f>apers  noted  in  the  annexed  list, 
from  which  you  will  perceive  that,  subject  to  your  approval,  we  have  sanctioned 
the  temporary  appointment  of  a  Government  Inspector  for  the  new  Bank  of 
Bombay. 

We  have  &c. 
(signed)         John  Lawrence. 

W.  R.  Mansfield. 
G.  N.  Taylor. 
JV.  N.  Massey. 
H.  M.  Dnrand. 
W.  Mtdr. 


LIST  OF  PAPERS. 

Telegram  from  GoTernment  of  Bombay,  dated  7th  January  186a. 

Telegram  to  Government  of  Bombay,  dated  9th  January  1868,  No.  227. 
•  Already  printed,  *  Letter  from  Government  of  Bombay,  No.  45,  dated  11th  January  1868,  and  Enclosure. 

vide  pages  202  to  215.        Letter  to  Govermnent  of  Bombay,  No.  532,  of  this  date. 


Telbgram. 

Froai  Bombay  to  Calcutta. 

From  Chief  Secretary  to  Government  to  Financial  Secretary. 

Ab  ti)e  new  Bank  of  Bombay  will  open  for  business  on  the  ISth,  it  will  be  necessary 
that  an  inspector  should  be  appointed  on  behalf  of  Government,  unless  his  Excellency  the 
Vi<*eroy  should  come  to  another  decision.  His  Excellency  the  Governor  has  no  doubt  tbat 
the  Secretary  of  State  adheres  to  his  former  opinion  as  to  the  policy  of  Govemmeat 
appoiniinor  directors.  From  an  oversight,  his  Excellency  did  not  receive  a  copy  of  the 
Secretary  of  State's  financial  letter,  No.  268,  dated  24th  October  1867,  addresf^ed  lo  bis 
Excellency  the  Viceroy,  in  which  it  appears  that  he  con  ten  i  plates  that  the  appointment  of 
Inspector  should  be  made  by  bis  Excellency  tl»e  Viceroy.  By  the  registered  articles  of 
Association,  it  is  provided  tliat  the  books  and  documents  of  the  bank  shwild  be  open  to  the 
inspection  of  an  officer  appointed  by  the  Government  of  Bombay.  His  Excellepcy 
therefore  proposes,  as  a  tt  ujporary  measure,  to  appoint  an  officer  for  the  purpose,  pending 
further  instructions. 

7  January  1868. 

(No.  227.) 
Government  of  India. — Fort  William. 
Financial  Department,  9th  January  1868. 
Sebticb  Tsx^oraji, 

t 

From  CakutUy  To  Bombay. 

From  Financial  Secretary,    .  To  Chief  Secretary  to  Government. 


Though  the  Viceroy  prefers  tiie  »y8lea  of  Government  Directors,  his  Exceileacy  sMealB 
lo  the  appointment  of  an  Inspector,  as  a  temporary  meamnre  In  the  meanwiiile,  Im 
Excellency  has  referred  the  cfoestiou  for  the  decision  of  the  Secretary  of  State. 

(signed)        JE.  H.  Lushington^ 
Secretary  to  the  Government  of  India. 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OP  BOMBAY.  219 

(Finamnal  Department. — No.  632.) 

To  the  Secretary  to  the  Government  of  Bombay. 

Sir, 
In  reply  to  your  letter,  No.  45,  dated  11th  instant,  I  am  directed  to  inform  you  that  the 
Governor  General  in  Council  is  pleased  to  sanction  the  tt-mporary  appointment  of  an 
Inspector  for  the  new  Bank  of  Boml»ay,  pending  a  reference  to  the  Secretary,  of  State  on  the 
question  as  to  the  mode  in  which  control  fs  to  be  exercised  over  the  new  bank.  If  a 
permanent  Inspector  is  required,  he  will  be  appointed  and  paid  in  conformity  with  the 
orders  of  the  Secretary  of  State. 

I  have,  &c. 
Fort  William,  (signed)        E.  H.  Ltishington^ 

23  Janimry  1868.  Secretary  to  the  Government  of  India. 


S.  P.  Low,  Esq.,  to  the  Under  Secretary  of  State  for  India. 

Sir,  55,  Parliament- street,  2  March  1868. 

I  HAVE  the  honour,  by  desire  of  the  committee  of  English  shareholders  of 
the  Bank  of  Bombay,  to  forward  the  enclosed  Memorial  for  presentation  to  the 
Secretary  of  State  for  India  in  Council.  I  am  directed  to  add,  that  other 
s%natures  are  expected,  which  shall  be  forwarded  to  you  as  soon  as  received 
by  me,  but  the  committee  believing  that  Sir  StaflFord  Northcote  has  the  subject 
of  the  bank  failure  under  consideration,  do  not  consider  themselves  justified  in 
detaining  the  Memorial  longer. 

I  have,  &c. 
(signed)         S.  P.  Low^ 

Honorary  Secretary. 


To  the  Right  Honourable  the  Secretary  of  Slate  for  India  in  Council. 

The  Memorial  of  the  undersigned  Shareholders  of  the  Bank  of  Bombay, 

Most  respectfully  showeth, 
!•  That  your  memorialists  are  shareholders  of  the  Bank  of  Bombay  under  its  original 
Act  of  Incorporation  of  1840,  and  that  this  bankis  now  virtually  ruined.  Its  ski  res,  issued 
at  a  thousand  rupees  each,  were,  by  the  last  advices  from  India,  at  92^  per  cent,  discount, 
with  no  pui chasers.  It  has  entirely  ceased  to  pay  any  dividend.  Out  of  its  capitul  stock 
of  two  crores  and  nine  lacs  of  rupees,  or  2,OM,000  /.  sterling,  it  has  lost  almost  2,000,000  U  ; 
and  it  is  further  said  to  be  liable  for  calls  in  respect  of  shares  in  other  companies  on  which 
it  has  lent  money,  and  of  which  it  has  taken  assignments,  in  violation,  as  your  meinorialista 
will  subsequently  show,  of  its  original  Act  of  Incorporation,  and  also  of  the  Act  re-consti- 
tuting it  in  the  year  1863. 

2.  Had  your  meniorihiists  invested  their  money  in  shares  of  any  of  the  ordinary  joiirt^ 
stock  banks  with  a  similar  result,  they  would  not  have  thought  of  troubling  yoa  upon  the 
subject.  Whatever  ihe  law  would  have  done  for  them  they  would  have  been  content  to  put 
up  with,  laying  the  blame,  as  regards  the  rest,  on  their  own  want  of  caution,  fiut  in  this 
case  the  investment  in  shares  in  a  Government  bank,  and  the  chief  inducement  to*make  the 
investment^  was  the  perfect  security,  which  as  such,  it  appeared  to  hold  out  to  them.  For  the 
bank  was  a  bank  established  by  the  Government ;  the  money  subscribed  for  its  shares  wag 
paid  in  the  first  instance  to  the  sub-treasurer  of  the  Govemmetit  •  the  Government  itself 
took  300  shares  in  it,  and  so  became  unlimitedly  liable  for  it ;  and  restrictions  were  intro- 
duced in  the  Act  of  its  incorporation  as  to  the  Kinds  of  business  which  only  it  was  to  be 
engaged  in  that  entiieiy  precluded  (if  they  were  but  ob^e^ved)  its  being  engj^ed  in  any  of 
at  all  an  unsafe  or  speculatiye  character.  The  Government  further  provided  in  the  Act  for 
ilie  retention  in  its  own  hands  of  a  third  of  the  seats  in  the  Board  of  Direction,  though  it 
subsciibed  little  more  than  an  eighteenth  of  the  capital,  and  frou)  other  provisions  in  the 
Act  as  to  the  Directors'  Board  siltings  and  the  number  to  form  a  quorum,  it  insured  that 
00  every  Board  day  one  of  the  three  direoturs  constituting  the  quorum  might  always  be  a 
Government  one.  Then,  too,  the  directors  so  nominated  to  act  for  it  were  not  selected  from 
the  shan  holders,  but  were  usually  its  three  highest  officers  in  the  financial  department,  as 
the  Accountant-Geseral^  the  Finaiwial  Secretary  to  Government,  and  the  Chief  Commissioner 
of  Customs  ai  the  Pcesidenoy,  who  thus  became  saddled  with  all  the  responsibility  of  00- 
tmstees  on  behall  of  the  shareholders;  thereby  offering  the  most  effectual  guaraulee  against 
either  fraud  or  mismanagement  that  it  was  possible  io  imagine. 

3.  Nor  did  the  powers  of  the  Government  over  the  bank  stop  here.     It  further  reserved 
to  itself  an  absolute  and  perpetual  power  of  inspection  and  control  over  all  the  bank's  pro- 
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ceedings,  even  of  the  most  secret  kind,  by  a  clause  inserted  in  the  Act,  not  only  requiring 
the  Government  to  be  furnished  half-yearly  with  al)stracts  of  its  accounts,  showing  its 
actual  condition  at  the  period,  but  also  empowering  it  at  all  times  to  call  upon  the  bank  to 
produce  fur  its  inspection  every  document  it  might  require.  And  by  the  feet  of  such  a 
clause  heing  inserted  by  it  in  this  Act,  it  held  out  to  the  investing  public  that  it  would 
faithfully  perform  this  duty  of  inspection  and  control.  Need  it  be  added  that  the  entire 
legislative,  as  well  as  executive  authority  in  India  being  vested  absolutely  in  the  Govern* 
ment,  it  had  the  power  to  step  in  and  put  a  stop  on  the  instant  to  any  attempted  wrong- 
doing on  the  part  of  the  other  bank  directors;  and  as  co-trustees,  through  its  appointed 
officei*8  on  behalf  of  the  shareholders,  it  was  its  bounden  duty,  if  occasiou  arose,  to  exercise 
iiach  power. 

4.  Under  such  a  constitution  it  was  obviously  impossible  that  any  serious  risk  of  one's 
capital  could  be  incurrcvl  by  becoming  a  shareholder  in  the  bank,  unless  the  provisions  of 
the  Act  of  Incorporation  should  be  deliberately  violated.  And  it  is  equally  clear  that  thuse 
provisions  could  not  be  violated  without  the  Icnowlcdge  and  connivance  of  the  three  official 
directors  appointed  by  the  Government ;  while  it  must  be  aUo  evident  that  for  such  viola* 
tion  to  be  successful  it  must  further  take  place  with  the  knowledge  of  the  Bombay  Govern- 
ment itself,  unless  the  latter  wholly  neglected  to  perform  the  duty  of  inspection  and  con- 
trol which  was  cast  on  it  by  the  Act  oT  incorporation. 

5.  In  addition  to  all  these  strong  safeguards,  there  were  other  points  connected  with  the 
Bank  of  Bombay  which  were  calculated  to  give  the  greatest  confidence  to  the  shareholders; 
for  it  was  authorised  to  become  a  bank  of  issue  to  the  extent  of  two  crores  of  rupees  or  two 
million  sterling;  it  transacted  all  the  Government  business;  and  it  was  the  bank  in  which 
were  deposited  all  such  moneys  as  are  here  for  especial  security  deposited  in  the  Bank  of 
England.  It  was,  in  fact,  to  Bombay  what  the  Bank  of  England  is  to  lingland,  with  this 
difference,  that  though  the  Bank  of  England  does  all  the  Government  business,  the  Govern- 
ment itself  is  not  a  shareholder  in  it,  nor  has  the  Treasury  the  nomination  of  a  third  of  its 
direction,  or  any  direct  or  special  power  over  it  of  inspection  and  control. 

6.  It  will  not  be  wondered  at  if,  under  the  circumstances  above  stated,  the  capital  stock  of 
the  Bank  of  Bombay  became  a  favourite  mode  of  investment  with  all  who,  looking  to  the 
safety  of  the  investment  above  every thin<r,  are  here  in  the  habit  of  inyesting  in  the  Government 
Funds,  East  India  Stock,  or  the  capital  stock  of  the  Bank  of  England ;  such,  for  instance, 
as  persons  who  had  retired,  or  were  about  retiring  from  India,  and  wanted  a  secure  means 
of  msuring  a  future  provision  from  their  savings,  officers  of  the  army,  navy,  and  civil  service 
in  Western  India,  holders  of  moneys  not  their  own,  trustees  of  family  settlements,  and  so 
forth.  Indeed,  so  wholly  unimpeachable  had  this  investment  always  been  considered,  that 
the  laying  out  of  trust-money  in  Bank  of  Bombay  stock  had,  in  the  case  In  r^  Iredell,  been 
approved  of  by  the  Master  of  the  Rolls,  a  fact  which,  considering  the  extreme  caution 
always  shown  6y  our  Courts  of  Equity  in  thii^ir  decisions  as  to  the  investment  of  trust-mouey, 
must  be  looked  on  as  most  significant. 

7.  It  will  be  obvious  that  the  ruin  of  a  bank  like  this  involves  no  common  ruin ;  it  brings 
within  its  vortex  classes  the  most  helpless,  and  who  have  been  at  all  times  held  most 
deserving  of  the  State's  support  and  protection,  and  heart  rending  are  the  tales  which  your 
memorialists  could  narrate  as  to  this  point. 

8.  The  best  possible  proof  that  your  memorialists  have  not  at  all  overstated  the  case 
as  between  the  shareholders  and  tne  Government  in  ihe  above  paragraphs^  will  be  found  in 
passages  of  minutes  by  members  of  the  Supreme  Council  of  India,  reported  in  an  article  of 
the  **  Times  of  India,''  of  the  23rd  August  last,  and  copied  in  the  **  Homeward  MaiP  of  the 
30th  September  following. 

9.  The  Question  at  issue  in  the  Council  seems  to  have  been  that  of  the  advisability,  or 
otherwise,  of  continuing  the  existing  connection  between  the  Government  Banks  of  Bengal, 
Madras,  and  Bombay,  and  the  Government,  and  the  Honourable  Mr.  Massey  is  reported  to 
have  minuted  to  the  effect  following.  He  points  out,  it  is  said,  that  the  Government  is 
specially  represented  at  the  Board  of  management,  and  that  the  presence  of  the  Government 
nominees  on  the  direction  is  regarded  by  the  general  body  of  shareholders  and  customers 
of  the  bank  not  only  as  a  guarantee  that  its  business  will  ue  properly  conducted,  but  as  an 
assurance  of  its  stabihty.  He  maintains,  that  a  bank  so  constituted  is  virtually  a  guaranteed 
bank,  and  that  thus  the  Government  becomes  responsible  for  the  solvency  of  the 
institution. 

10.  The  arguments  stated  to  have  been  urged  on  the  other  side  hy  Sir  William  Mans- 
field, point  quite  as  conclusively  to  the  Government's  means  of  control  over  those  banks, 
and  to  the  absolute  power  it  possesses  through  the  Government  directors,  of  preventing 
anything  going  wrong.  The  words  attributed  to  him  are,  '^  The  system  answered  admirably 
with  all  these  banks  till  the  unfortunate  years  1864  and  1866,  in  Bombay.  Yet  of  tfaie 
disaster  there  it  might  be  said  that  it  proved  nothing,  except  that  in  unexampled  times  the 
official  directors  who  then  occupied  the  post  forgot  common  prudence  and  proved  them- 
selves unequal  to  their  position.'^  And  again,  **  It  was  understood  by  the  Council  to  be  a 
simple  matter  of  fact,  that  the  secretaries  or  managers  of  tliose  banks  would  be  in  difficult 
times  unable  to  stem  the  importunities  of  the  commercial  directors,  were  it  not  for  the 
support  afforded  them  by  the  official  directors,  who  are  assumed  to  be  unconnected  with 
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trade,  uninfluenced  by  speculation,  and  thoroughly  acquainted  with  the  true  theory  of  sound 
banking.'*  And  again,  "  Would  not  a  severance  of  the  Government  connection  au'J  the 
quasi-State  uuarantee  be  inequitable  to  the  present  shareholders  who  had  subscribed  their 
capital  on  the  understanding  that  the  Government  was  a  shareholder?"  And  again,  '*  No 
system  of  inspection  or  audit  would  or  could  compensate  for  the  loss  of  the  direction.** 

11.  Your  memorialists  think  that  it  would  be  impossible  to  find  languase  that  would 
express  more  accurately  the  true  relation  of  the  Government  to  the  bank,  and  to  the  other 
shareholders  in  i),  than  that  contained  in  the  above  repf)rted  minutes.  In  them  it  is  plainly 
admitted  that  the  real  safeguard  in  the  eyes  of  the  shareholders,  and  on  the  faith  of  which 
they  took  their  shares,  was  the  close  connection  between  the  Government  and  the  bank, 
and  the  absolute  power  of  control  it  possessed  over  the  acts  of  the  commercial  directors  of 
the  bank  througn  the  official  directors,  men  assumed  to  be  unconnected  with  trade,  and 
uninfluenced  by  speculation,  and  thoroughly  acquainted  with  the  true  theory  of  banking. 
On  these  grounds  it  veould  seem  Sir  William  Mansfield  does  not  hesitate  to  lay  the  entire 
blame  of  the  disaster  which  has  befallen  the  Bank  of  Bombay  on  the  official  directors  of  the 
period ;  and  no  one,  your  memorialists  submit,  who  knows  anything  of  the  matter,  will 
fail  to  agree  with  him.  Because,  however  greatly  the  commercial  directors  may  have  abused 
and  (as  your  memorialists  will  show)  overstepped  their  powers,  they  really  could  have  done 
nothing  but  for  the  entire  neglect  of  their  duty  and  betrayal  of  their  trust  by  the  official 
directors  nominated  by  the  Bombay  Government.  And  as,  under  section  25  of  Act  of  1863, 
the  Government  of  Bombay  had  to  be  furnished  half-yearly  with  a  statement  of  the  balance 
at  the  bank,  showing  generally  how  the  same  was  arrived  at,  it  is  impossible  that  that 
Government,  if  it  performed  the  duty  that  was  cast  on  it  by  the  Act  of  Incorporation,  could 
have  failed  to  know  the  Idnd  of  business  the  bank  was  transacting. 

12.  It  appears  to  your  memorialists  that  if  the  case  were  to  rest  here,  enough  would  have 
been  done  to  establish  the  strongest  moral  claim  on  the  Government;  for  however  it  might 
be  in  law,  it  surely  would  be  but  right  inforo  conscientia  that  the  Government  should  not 
saddle  the  shareholders  with  losses  which  Mr.  Massey  seems  to  consider  in  his  Minutes  the 
Government  had  virtually  guaranteed  them  against,  and  which  Sir  William  Mansfield  in 
his  Minute  directly  ascribes  to  the  directors  appointed  by  the  Government 

13.  Strong,  however,  and  indeed  incontrovertible  as  may  be  their  moral  claim  in  respect 
of  these  losses  upon  the  Government,  the  legal  obligation,  as  your  memorialists  submit,  is 
even  stronger,  if  possible.  They  know,  of  course,  that  the  most  al)solute  legal  obligation 
may  exist  to  do  a  thing,  and  yet  from  the  peculiar  circumstances  of  the  case  such  obligation 
may  be  very  difficult,  if  not  impossible,  of  enforcement,  and  they  do  not  blind  tliemselves 
to  the  difficulties  in  this  case.  Without  going  into  this  question,  however,  they  feel  confi- 
dent that  if  they  shall  establish  such  a  case  as  would  undoubtedly  render  the  governing 
body  of  a  bank  liable  to  the  shareholders  in  a  Court  of  Equity  in  England,  the  Govern- 
ment of  her  Maj|esty  will  not  seek  to  take  advantage  of  any  technical  obstacles  that  may 
lie  in  the  way  of  the  shareholders  enforcing  their  riehttt,  but  will  honourably  accept  the 
responsibilities  of  the  position  into  which  its  officers  nave  brought  it,  and  as  honourably 
discharge  the  liabilities  which  those  responsibilities  impose  upon  it. 

14.  Your  memorialists  will  proceed  accordingly  to  examine  as  to  how  the  matter  stands 
as  to  the  question  of  legal  liability,  and,  in  doing  so,  they  will  cartfully  abstain  from  endea- 
vouring to  strain  any  point  beyond  its  legitimate  limits.  Their  object  will  be  throughout  to 
state  the  facts  precisely  as  they  are,  and  as  both  to  yourself  and  the  Council  they  must  be 
well  known  to  be,  and  to  state  the  law  as  applicable  to  the  case  in  a  manner  equally  un- 
assailable. 

16*  In  the  first  place  then,  it  is  perfectly  clear,  as  your  memorialists  submit,  that  i.i 
matters  of  this  sort  there  is  no  divided  responsibility.  If  the  directors  are  liable  at  all  to 
make  good  the  losses  in  question,  or  any  part  of  them,  they  are  all  equally  so ;  and  what 
cannot  be  recovered  on  behalf  of  the  shareholders  from  the  commercial  directors  is,  of 
course,  a  debt  to  them  from  the  Government  directors,  or,  in  other  words,  from  the  Govern- 
ment, whose  locum  tenentes  they  were  at  the  Board,  being  neither  elected  nor  removable  by 
nor  in  any  way  amenable  to  the  other  shareholders.  They  stood  in  the  same  relation  pre- 
cisely to  the  Government  of  Bombay  as  the  Secretary  to  the  Treasury,  the  Accountant 
General  and  the  Chairman  of  the  Board  of  Inland  Revenue  stand  to  the  Government  of 
England.  And  their  presence  at  the  Board  of  Direction  was  accepted  by  the  shareholders 
as  a  guarantee  of  the  business  being  honestly  and  legitimately  conducted,  in  precisely  the 
same  manner  as  the  presence  of  thoi«e  three  high  officials  would  be  accepted  by  the  share- 
holders of  a  bank  in  which  the  Government  were  part  proprietors  in  England.  For  a 
Government  deliberately  to  accept  such  a  trust,  to  neglect  or  violate  nil  the  legal  obligation 
of  it,  and  then  to  repudiate  the  liabilities  entailed  on  it  in  consequence,  would  certainly  be 
a  thing  unparalleled  in  the  histoiy  of  this  country. 

16.  This  being  so,  it  is  obvious  that  the  only  ground  on  which  the  Government  could 
repudiate  a  legal,  as  well  as  moral  responsibility  in  respect  of  those  losses,  would  be  the 
ground  which  has  already  been  taken  it  would  seem  by  the  Government  of  Bombay  ;  the 
ground,  namely,  that  however  badly  the  directors  may  have  acted  in  relation  to  loans  of  the 
bank's  money,  they  have  managed  to  keep  within  the  four  comers  of  their  Act  of  Incorpo- 
ration, and  so  for  the  results  neither  they  nor  the  Government  are  in  any  way  liable. 
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17.  It  is  not  at  all  alleged^  as  your  memorialists  understand,  that  the  directors,  in  making 
the  loans  which  have  been  the  occasion  of  the  bank's  ruin,  have  acted  either  in  the  spirit  of 
their  Act,  or  in  any  way  according  to  the  intention  of  the  framers  of  it;  but  it  is  asserted 
that  a  clause  that  crept  inio  the  Act  in  drafting  it — no  one  seems  precisely  to  know  how— 
and  which  has  since  been  repealed,  will,  at  any  rate,  cover  what  the  directors  profess  to  have 
done  under  it. 

-18.  If  this  were  so,  it  could  only  relieve  the  Governmeni  of  its  legal  liability  at  ihe  cost 
of  a  very  ^reat  enhancement  of  its  moral  responsibility ;  for  it  was  the  Government  itself 
th^t  had  the  drawing  of  the  Act,  the  introduction  of  it,  and  the  carriage  of  it  throughout, 
and  therefore  the  Government  alone  could  be  to  blame  for  any  extreme  act  of  negligence 
cf  this  sort,  and  its  consequences.  But  more  than  this,  it  was  the  Goveniii>ent,  through  its 
three  ofhcinl  dire(  tors^  that  had  to  see  to  the  Act's  pioper  administration  ;  and  as  it  had  the 
absolute  legislative,  as  well  as  executive  authoiity  in  itshand^^,  it  had  the  power  to  stp  ia 
on  the  instant  and  amend  the  Act,  as  soon  as  it  perceived  the  uses  the  clause  was  beiii^ 
turned  to. 

19.  Your  memorialists  submit,  however,  that  allowing  to  the  directors  all  the  benefit  they 
can  possibly  derive  from  this  chance  insertion  of  the  clause  referred  to,  such  defeme  must 
wholly  fail  them  ;  and  that  in  setting  it  up  they  have  omittr  d  to  take  into  consideration 
some  very  important  points  as  aSecimg  the  question.  The  first  of  these  is,  that  Acts  of  the 
Legislature  are  not  to  be  interpreted  according  to  people's  interests  or  fancies  ;  but  that  tbey 
are  subject  to  rules  of  construction  as  bindini;  as  any  pnrt  of  the  law  itself  is.  And  the 
secom',  that  besides  keeping  within  ihe  four  comers  of  their  special  law  of  incorporation, 
the  directors  wen*  also  hound  to  keep  within  the  general  law  as  applicable  to  all  in  their 
situation ;  and  this,  as  will  be  seen  in  the  sequel,  tbey  have  wholly  failed  to  do. 

20.  Your  memorialists  submit  that  as  regards  the  formei  of  these  points,  the  construction 
of  Acts  of  the  Legislature,  it  is  well  settled  that  regaid  is  to  be  had  to  the  obvious  intention 
of  the  Legislature,  and  ihat  where,  of  two  interpretations,  the  one  is  entirely  consietent  with 
the  objects  contemplated  by  the  Act,  and  the  othei-  wholly  re|)ugnant  to,  and  destrnctive  of 
them,  it  is  to  be  pr«  sumed  that  the  former  is  the  interpretation,  and  not  the  latter.  And  it 
is  further  to  be  observed  under  this  head  that  no  mere  construct ve  authority  derived 
from  the  slovenly  wording  of  an  Act  of  the  Legislature  can  be  taken  to  oveiHridf  the  plain 
and  well-estublished  rules  of  morals  and  of  law,  or  to  give  any  sanction  to  what  the  law 
calls  fraud.  ''  It  may  be  laid  down  as  a  general  rule  (says  the  learned  autlior  of  Bacon's 
Abridgement)  that,  without  the  express  provisions  of  any  Act  of  Parliament,  all  deceitful 
practices  in  defrauding  or  endejavouring  to  defraud  another  of  hisknoun  right  by  means  of 
Bome*artful  device,  contrary  to  the  rules  of  common  honesty,  are  condemned  by  the 
Common  Law." 

Itl.  Your  memorialists  would  particularly  beg  to  invite  your  attention  to  this  point,  be- 
cause when  they  come  to  the  question  as  to  how  this  clause  in  the  Act  o(|  1863  is  to  be 
interpreted,  it  wid  go  a  ^reat  way  towards  settling  that  question,  by  t^howing  how  it  certainly 
cannot  be  construed.  It  will  be  seen  that  it  cannot  in  any  case  be  construed  in  such  a 
sense  as  would  not  only  be  inconsistent  with,  but  destructive  of  the  objects  of  the  Act,  by 
giving  any  authority  to  do  what  in  other  parts  of  the  Act  is  most  expressly  forbidden;  and 
that  It  cannot  be  construed  in  such  a  way  either  as  would  afford  the  slightest  sanction  to 
what  ti)e  law  calls  fraud. 

112,  Your  memoriahsts  submit  that  as  regards  the  second  point,  which  the  directors  seem 
abo  to  have  overlooked,  namely,  the  general  law,  as  applicable  to  all  persons  in  their  sita- 
ation,  it  may  be  as  well  to  enumerate  some  of  the  more  prominent  requirements  of  it, 
as  equally  facilitiiting  a  speedy  arrival  at  a  right  conclusion,  when  their  conduct  comes  to  be 
stated,  and  the  question  arises  as  to  how  far  it  was  or  was  not  within  those  requirements. 

23.  As  regards  the  general  law  then  applicable  equally  to  all  directors,  they  are  trustees 
for  the  shareholders,  and  are  bound,  as  such,  in  all  things  to  observe  good  faith  tovtards 
them ;  to  attend  diligently  to  their  interests,  to  pursue  the  trust  imposed  on  them  precisely 
according  to  the  intent  of  the  makers  of  it,  and  to  act  strictly  within  the  limits  of  the  autho- 
rity conferred  on  them  by  their  Act  of  Incorporation  or  their  deed  of  settlement. 

24.  Directors  are  also  prohibited  bylaw  from  benefitinsi  themselves  or  their  friends  or 
their  partners  in  business  at  the  expense  of  the  shareholders,  or  from  fiivouring  one  set  of 
shareholders  at  the  expense  of  another.  They  cannot  vote  themselves  loans  from  the  com- 
pany, or  enter  into  any  contract  with  it  on  their  own  account,  or  allow  any  course  of  man- 
agement whereby  any  profit  can  be  derived  to  one  of  themselves  from  the  operations  of  th« 
company;  and  it  is  precisely  the  same,  as  far  as  consequences  are  concerned,  whether  this 
be  directly  or  indirectly  done. 

26.  In  cases  in  which  the  private  interest  of  directors  conflicts  with  their  public  duty  to 
the  company,  they  are  bound  to  perform  their  pubhc  duty  at  the  expense  of  their  private 
interests.  They  are  not  jillowed  to  employ  the  money  of  the  company  for  any  other  objects 
than  those  contemplated  in  their  Act  or  deed  of  settlement;  and  thus,  where  u  com|)aay 
had  been  established  as  a  discount  company  for  the  borrowing  and  lending  money,  and 
making  advances  on  and  investments  in  securities,  without  any  expressed  rtstrictiou  as  to 
the  kind  of  securities  to  be  advanced  on  or  invested  in,  and  the  directors,  with  a  view  to 
assisting  a  bank^  '  ^j|t  the  money  on  shares  in  it  which  ihey  afterwards  took  an  assignment 
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of,  and  tlie  bank  failed,  it  was  held  that  the  directors  had  gone  beyond  their  powers,  and 
that  they  were  peisunally  liable.  And,  indeed,  in  all  cases  where  the  directors  exceed 
their  powers,  and  appropriate  the  funds  of  a  company  in  a  manner  not  authorised  by  their 
Act  of  Incorporation,  Article^  oT  Association,  or  Deed  of  Settlement  (us  they  will  be 
shown  to  have  done  in  this  case),  they  are  bound  to  make  good  the  full  amount  of  moey  so 
misa|)|iropriate(l  out  of  their  own  pocket?. 

26.  Dirictors  will  similarly  be  liable  to  make  uood  losses  themselves  where  the  deed  of 
settlement  sauctioui^  the  opening  of  cash  credits, and  they  af^er^vards  make  advances  under 
them  HJifaout  any  security  in  the  d^ense  of  the  deed. 

27.  And  while  all  directors  are  bound  by  the  acceptance  of  the  trust  to  execute  it  with 
fidelity  and  reasonable  diligence,  it  is  no  excuse  to  suy  that  it  was  merely  honoraiy,  and 
that  they  rec»?ived  no  benefit  from  it ;  and  even  when  they  have  done  no  wrong  tliem^elves, 
yet  if  they  have  stood  by,  permitting  others'  wrong  doing  and  not  making  useol  the  powers 
invested  in  them  by  their  charter  or  Act  of  Incorporation  for  pultins:  a  stop  to  it,  they  are, 
with  the  actual  wrong  doers,  amenable  f(»r  the  results.  Where,  for  instance,  the  committee- 
men of  a  company  allowed  certain  of  their  fellow  committee-men  to  borrow  money  from 
the  company  on  pledges  which  they  the  borrowers  themselves  valued  to  tlie  company,  and 
loss  ensued  from  it,  the  committee-men  who  permitted  this  were  held  to  have  been  gudty 
of  such  a  notorious  fraud,  or  at  least  such  gross  inatiention  in  sufFeiing  it,  that  ihey  were 
ordered  in  common  uith  the  actual  borrowers  to  make  good  the  loss. 

28.  It  would  appear  from  Sir  William  Man>field'8  Minute  above  referred  to,  that  the 
Government  directors  of  all  the  Government  bmks  of  India  were  under  a  further  special 
obligation  n<  t  to  be  mixed  up  in  speculation  or  engaged  in  trade ;  the  object  of  their  being 
placed  upon  the  B^ard  of  Directors  beinjL;  to  act  as  a  check  upon  the  commercial  directors 
who  might  net  be  altoiiether  free  from  influences  of  that  kind.  However,  as  to  this  point, 
it  is  not  the  intention  of  your  memoiialists  further  to  rely  on  it  than  to  this  extent,  that  it 
may  be  taken  that  if  the  Government  directors  openly  violated  this  duty,  the  disregard 
which  they  have  shown  to  their  otht  r  duties  is  so  much  the  less  likely  to  have  a>isen  from 
inadvertence,  and  is  therefore  all  the  Icfs  w.ihoi»t  excuse  of  any  kind.  And  more  especially 
must  it  so  be  takio),  if  in  addition  lo  their  becoming  mixed  up  in  the  speculations  which  led 
to  the  bank's  ruin,  they  a<cepted  money  favours  from  the  directors  and  promoters  of  those 
speculations,  in  loans  to  whom,  or  on  the  shaies  of  whose  companies,  the  great  bulk  of  the 
bank's  nK)n<  y  has  been  lost.  That  they  did  so  is  a  matter  of  common  report  in  Indian 
circles,  and  has  already  probably  reaclied  the  ears  of  your  Council,  if  not  of  yourself.  By 
the  very  shares  throueh  loans  on  which  they  were  parties  to  the  bank  being  ruined,  they 
are  stated  to  have  made  (or  some  of  them)  such  fortunes  as  thty  never  could  hnve  acquired 
by  their  savings  from  their  oflScial  sa'aries.  Between  n  direct  bribe  and.  the  allotment  of 
shares  at  par,  \x  hich  have  been  run  up  to  such  a  premium  as  to  enable  the  allottee  to  put 
on  the  instant  an  enormous  sum  as  dinerei.ce  into  his  pocket,  your  memorialists  are  unable 
to  perceive  the  smallest  distinctio  > ;  and  in  this  way  immense  douceurs  are  stated  to  have 
been  given  to  the  Government  directois  by  the  promoters  and  directors  of  ihe  notorious 
Bon. bay  Reclamation  or  Back  Bay  Company,  of  whose  worthless  paper  the  bank  is  said  to 
hold  a  million. 

29.  It  must  be  perfectly  obvious  lo  yourself  and  the  Council  that  when  men  of  business 
pui  such  sun.s  as  these  into  the  pockets  of  high  public  officials  having  the  command  of  such 
re^ources  as  those  of  \he  Bank  of  Bombay  were,  they  generally  intend  to  succeed  in  having 
the  woith  of  their  money ;  and  in  the  then  state  of  things  at  Bom  ay,  the  connivance  of 
the  Government  bank  diiectois  at  uhat  the  other  directors  were  doing,  was  worth  ten  limes 
the  amount  that  seems  thus  to  have  been  paid  for  it.  For  as  the  value  of  every  share  in  a 
company  v\ould  naturally  l>e  estimated  by  the  pubbc  according  to  ttte  rate  at  wh:ch  au  ad- 
vance could  be  obtained  on  it  at  the  Government  Bank  representing  wliat  here  would  be  the 
Bank  of  Enuland,  the  loan  of  money  on  such  shares  at  ail,  and  especially  as  in  the  case  of 
the  Bombay  Reclamation  or  Back  Bay  shares,  of  five  or  six  times  the  amount  paid  up  on 
thent,  would  necessarily  eremite  such  an  enormous  rise  in  the  value  of  every  other  such 
shai'e,  as  to  enable  the  promoters  and  directors  of  those  companies  to  make  almost  f  ibulous 
fortunes,  if  they  had  not  been  in  m^ny  instances  lost  again  in  share  gambling  of  a  similar 
character.  In  the  end,  of  course,  the  several  bubbles  burst,  and  the  shares  in  them  thus 
lent  on  were  left  in  the  hands  of  the  Bank  of  Bombay  to  the  extent,  it  is  said,  of  nearly  a 
couple  of  millions  sterling. 

30.  In  order  U*  estimate  fully  the  effect  of  so  gr.  ss  a  breach  of  duty  on  the  part  of  the 
official  directors  of  the  Bank  of  Bombay  at  the  period,  one  must  u  derst.md  the  extent  to 
which  the  commeicial  directors  of  the  bank  were  mixed  up  with  the  companies,  through 
loans  to  whose  promoters  and  directors,  and  on  their  shares,  the  bank  has  been  ruined. 
Your  memorialists  will  therefore  submit  what  they  have  been  enabled  to  gather  from  the 
Bombay  calendars  on  the  subject,  but  in  doing  so  would  observe  that  they  have  omitted  all 
notice  of  insurance  companies,  which  setm  to  have  been  vciy  numerous,  as  well,  probably, 
as  a  great  many  more  companies  of  other  kitids,  which  are  not  to  be  found  in  the  calendars 
of  the  period ;  and  of  course,  too,  it  may  be  taken  as  subject  to  some  errors. 

31.  Taking  the  lists  so  given  as  a  guide,  your  memorialists  find  that  the  directors  of  the 
Bank  of  Bombay,  from  the  time  of  the  aJteration  of  the  Act  to  that  of  these  losses  being 
incurred,  were  interested  as  well  as  one  can  make  out  in  other  conrpanies,  as  follows:  One 
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of  theoQy  besides  bein«^  a  Oirector  of  the  Bank  of  Bombay,  was  the  ohairman  of  the  Victoria 
Land  and  Press  Company,  the  chairman  of  the  Scott  Press  Company,  director  of  the 
Mofussil  Cotton  Press  Company,  director  of  the  Bombay  Landing  and  Shipping  Company, 
partner  in  businev^s  with  a  director  of  the  Frere  Press  Company,  partner  in  business  with  a 
director  of  the  Elphinstone  Land  and  PressCompany,  director  of  the  Goa  Coffee  Company, 
director  of  the  Western  India  Hoiel  Company,  director  of  the  Port  Canning  CompanVy  one 
of  the  local  committee  of  the  Asiatic  Bank  Company,  and  director  of  the  Bombay  Uecia* 
mation  or  Back  Bay  Compar.y,  also  a  member  of  the  mercantile  firm  that  were  secretaries 
and  treasurers  to  the  Victoria  Land  an/l  Press  Company,  the  Scott  Press  Company,  the 
Bombay  Shipping  Company,  the  Pori  Canning  Company,  and  the  Bombay  Reclamation 
or  Back  Bay  Company. 

32.  Another  commercial  director  of  the  Bank  of  Bombay  appears  to  have  been  chairman 
of  the  Elphinstone  Land  unil  Press  Company,  chairman  of  the  Merchants' Building  Society, 
partner  in  business  uilh  the  chairman  of  the  Frere  Press  Company,  member  of  the  firm 
that  were  secretaries  and  treasurers  to  the  Mechanics*  Building  Socieiy,  member  of  the  firm 
that  were  secretaries  and  treasurers  to  the  Frere  Press  Company,  director  ofthe  Mofussil 
Press  and  Ginning  Company,  and  member  of  the  firm  that  were  secretaries  and  treasurers 
to  the  same  ;  director  of  ihe  Western  Lidia  Hotel  Company,  and  partner  in  business  with 
anoiher  director  of  the  same;  partner  in  business  with  a  director  of  the  Port  Cauninjj 
Company,  member  of  the  firm  that  were  secretaries  and  treasurers  of  the  Apollo  Bonded 
"Warehouse  Con)pany,  partner  in  business  with  another  director  of  the  E'phinstone  Land 
and  Press  Company,  and  member  of  the  firm  that  were  secretaries  and  treasurers  of  the 
same. 

83.  Another  commercial  director  ofthe  Bank  of  Bombay  appears  to  have  been  a  member 
ofthe  Victoria  Land  and  Press  Company,  a  director  ofthe  Scott  Press  Company,  a  director 
ofthe  Bombay  Land  and  Shipping  Company,  a  director  ofthe  London' Asiatic  and  American 
Company,  partner  in  business  with  a  director  of  the  Mofussil  Cotton  Press  Company, 
partner  in  business  with  the  deputy  chairman  of  the  Asiatic  Banking:  Company,  member  of 
the  firm  that  were  secretaries  and  treasurers  ofthe  Bombay  Grain  Company,  a  director  of 
the  Goa  CoflTee  Company,  member  of  the  firm  that  were  secretaries  and  treasurers  to  the 
same ;  director  of  the  Western  India  Hotel  Company,  partner  in  business  with  a  director 
of  the  Apollo  Bonded  Warehouse  Company,  partner  in  ousiness  with  a  director  ofthe  Port 
Canning  Company,  partner  in  business  with  one  of  the  local  committee  ofthe  Asiatic  Bank 
Company,  director  of  the  Bombay  Reclamation  or  Back  Bay  Company,  and  partner  iu 
business  with  another  director  ofthe  same. 

34.  Another  director  ofthe  Bank  of  Bombay  seems  to  have  been  a  director  of  the  Broach 
Cotton  Mills  Company,  dinctor  ofthe  Bombay  Grain  Company,  director  of  the  Bombay 
Shipping:  Company,  director  of  the  Colaba  Company,  director  of  the  Goa  Coffee  Company, 
and  diiector  ofthe  Bombay  Reclamation  or  Back  Bay  Company,  on  the  shares  of  which 
he  is  said  to  have  been  allowed  to  borrow  at  one  meeting  of  the  directors,  25  lacs  of  rupees, 
or  250,000  /. :  the  whole  or  nearly  the  whole  of  which  has  been  lost  to  the  Bank  of 
Bombay^  he  having  since  become  bankrupt,  and  the  shaies  he  borrowed  on  proved  wortbleas. 

36.  Another  commercial  director  appears  to  have  been  a  director  of  the  Apollo  Press 
Company,  a  director  of  the  Colaba  Land  Company,  a  director  of  the  Financial  Association 
of  India,  chairman  of  the  Broach  Cotton  Mills  Conipany,  brother  to  a  director  of  the 
Bombay  Grain  Company,  brother  to  a  director  of  the  Coorla  Spinning  and  Weaving 
Company,  and  brother  lo  a  director  ofthe  Bombay  Reclamation  or  Back  Bay  Company. 

36.  Another  commercial  director  appears  to  have  been  a  director  of  the  Prince  of  Wales 
Press  Company,  one  ofthe  local  committee  of  the  Asiatic  Banking  Company,  and  a  director 
ofthe  Bombay  Reclamation  or  Back  Bay  Company. 

37.  Another  commercial  director  seems  to  have  been  a  director  of  the  Colaba  Press . 
Company,  a  director  of  the  Goa  Coffee  Company,  and  a  director  ofthe  Bombay  Reclamation 
or  Back  Bay  Company. 

38.  Another  commercial  director  appears  to  have  been  a  director  ofthe  Prince  of  Wales 
Company,  and  a  brother  of  a  director  ofthe  Bombay  Reclamation  or  Back  Bay  Company. 

39.  Another  commercial  director  ofthe  period  seems  to  have  been  a  member  of  die  fii^ 
that  were  secretaries  and  treasurers  to  the  Elphinstone  Land  and  Press  Company,  to  the 
Frere  Press  Company,  and  to  the  Mofussil  Press  and  Ginning  Company,  to  the  Apollo 
Bondtd  Warehouses,  to  the  Mechanics'  Building  Company,  and  to  the  Frere  Land  and 
Reclamation  Company,  chairman  to  the  Land  and  Press  Company,  partner  in  business  of  a 
director  of  the  Victoria  Land  and  Press  Company,  and  ofthe  Scott  Press  Company,  and  of 
the  Bombay  Land  and  Shipping  Company,  and  of  the  deputy  chairman  of  the  Asiatic 
Bankiiig  Company,  and  a  director  of  tne  Goa  Company,  and  of  a  director  of  the  Port 
Canning  Company,  and  of  a  director  ofthe  Bombay  Reclamation  or  Back  Bay  Company. 

40.  Anoiher  ofthe  commercial  directors  appears  to  haye  been  a  director  ofthe  Mofu8>iI 
Press  and  Ginning  Company,  u  director  of  the  Western  India  Hotel  Company,  a  director 
ofthe  Apollo  Bonded  Warehouse  Company,  a  director  of  Ihe  Goa  Coffee  Company,* 
director  of  the  Port  Canning  Company,  the  partner  in  business  of  another  director  of  the 
Port  Canning  Company,  and  a  member  ofthe  firm  that  were  aorents  to  that  Company  w 
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Bombay.  Partner  in  business  of  the  chairman  of  the  Victoria  f^nd  and  Press  Company, 
of  the  Chairman  of  the  Scott  Press  Company,  of  a  director  of  the  Mofussii  Cotton  Press 
Company,  and  of  the  Bombay  Land  and  Shipping  Company,  of  a  director  of  the  Elphin- 
stone  Land  and  Press  Company,  and  of  a  director  of  the  Frere  Press  Company,  and  of  the 
Goa  Coffee  Company,  a  director  of  the  Asiatic  Spinning  Company,  and  member  of  the 
firm  that  were  secretaries  »nd  treasurers  to  the  same,  a  member  of  the  mercantile  firm  that 
were  secretaries  and  treasurers  of  the  Victoria  Land  and  Press  Company,  and  of  the  Scott 
Press  Company,  and  of  the  Bombay  Shipping  Company,  partner  in  business  of  one  of  the 
local  committee  of  the  Asiatic  Bank,  and  a  director  of  i he  Bombay  Reclamation  or  Back 
Bay  Company,  the  partner  in  business  of  another  director  of  that  Company,  and  a  member 
of  the  iitm  that  were  secretaries  and  treasurers  to  the  same. 

41.  Another  director  (ajiid  ihi-*  is  the  last  your  memoiialists  will  trouble  you  with,  having 
done  enough  to  exhibit  to  you  the  character  of  the  Board,)  seems  to  have  been  a  director 
of  the  London  Asiatic  and  American  Company,  a  partner  in  business  with  the  deputy- 
chairman  of  ihe  Asiatic  Bank,  member  of  the  nrm  that  were  secretaries  and  treasurers  to 
the  Bombay  Giain  Company,  partner  in  business  of  a  director  of  the  Bombay  Land  and 
Shippino  Company,  and  a  chairman  of  the  same,  partner  in  business  of  a  director  of  the 
Goa  Coffee  Company,  and  a  diiector  in  ii  himseif,  partner  of  a  director  of  the  Scott  Press 
Company,  a  director  of  the  Westem  India  Hoiel  Company,  a  director  of  the  Apollo 
Bonded  Warehouse  Company,  a  director  of  the  Port  Canning  Company,  the  partner  in 
business  of  a  director  of  the  Victoria  Land  and  Press  Company,  ol  a  director  of  tlie  Mofussii 
Press  Company,  one  of  the  local  committee  of  the  Asiatic  Bank  Company,  a  director  ufthe 
Bombay  Reclamation  or  Back  Bay  Company,  and  a  partner  in  business  of  another  director 
of  the  same. 

42.  Such  being  the  state  of  the  bank  direction  at  the  period  in  question,  your  memorialists 
will  now  proceed  to  examine  into  the  several  modes  in  which  the  bank's  losses  were  incurred, 
and  as  to  how  far  the  conduct  of  the  directors  in  making  these  loans  was  in  conformity  with, 
or  in  violation  of  their  Act  of  Incorporation,  as  well  as  in  accordance  with  the  duties  legally 
binding  on  them  as  trustees  for  the  shareholders.  The  result  will  show,  as  a  matter  of 
course,  how  far  they  are  or  are  not  individuaJly  and  collectively  liable  to  make  good  the 
losses  that  h^e  been  thus  occasioned* 

43.  Your  memorialists  gather  from  the  report  of  the  present  bank  directors,  dated  the 
6th  August  1807,  that  one  of  the  leading  causes  ihat  have  led  to  the  bank's  ruin  was  the 
directors  delegating  their  authority  to  the  secretary  and  treasurer,  who  availed  himself  of 
this  laxity  to  lend  the  bank*s  money  in  numerous  instances  to  persons  undeserving  of  credit 
and  on  very  inadequate  security.  Now  as  to  this  point,  the  legal  duty  of  the  directors  was 
yery  clear,  and  it  is  equally  clear  from  the  above,  that  they  have  grossly  violated  it.  For, 
by  the  first  Act  of  Incorporation  (3  of  1840  of  the  Legislative  Council  of  India,  section  11), 
it  was  enacted  that  the  business  of  the  bank  should  be  managed  hy  nine  directors,  three  to 
be  appointed  and  removable  by  the  Government,  and  six  to  be  appointed  and  removable  by 
a  general  meeting ;  and  by  section  21  of  the  same  Act,  it  was  enacted  thai  the  presence  of 
three  directors  should  be  required  to  form  a  Board  for  the  transaction  of  business.  And  the 
same  provisions  precisely  were  contained  in  the  14th  section  of  the  Act  of  the  Legislative 
Council  of  Bombay  of  1863,  under  which  (repealing  the  former  Act)  the  Bank  of  Bombay 
was  re-constituted.  If,  therefore,  the  directors  chose  to  delegate  to  another  the  duty  which 
was  a  periional  one,  and  which  they  were  bound  by  the  Act,  as  well  as  by  the  general  law 
upon  the  subject,  to  perform  themselves,  and  loss  came  of  it,  for  that  loss  they  are  most 
clearly  liable ;  because  directors,  as  your  memorialists  have  shown  above,  are  bound  to 
execute  their  trust  with  fidelity  and  reasonable  diligence;  and  it  is  a  special  part  of  the  trust 
of  a  bank  dn*ector  that  he  shall  take  due  and  proper  care  not  to  advance  the  bank's  money 
to  persons  of  bad  or  doubtful  credit,  or  on  bad  and  insufficient  security.     No  doubt  a 

'  reasonable  allowance  is  in  all  cases  to  be  made  in  construing  this  obligation,  but  there  can 
be  no  allowance  where  the  duty  has  not  even  been  attempted  or  pretended  to  be  performed, 
as  in  this  instance.  As  regards  their  branches  they  had  such  powers  of  delegation,  and  so 
fsLT  as  they  were  not  themselves  parties  to  any  gross  negligence,  or  wrong-doing,  or  breach  of 
their  Act  of  Incorporation,  there  (but  so  far  only)  they  are  of  course  not  answerable. 

44.  Another  source  of  loss  is  stated  in  the  bank's  report  of  1867  to  have  been,  the  directors 
allowing  the  bank  servants  to  engage  in  other  businesses,  contrary  alike  to  the  provisions 
of  the  first  Act  of  Incorporation  and  to  the  29th  section  of  the  Act  of  1863.  As  to  this 
point  again,  the  directors  having  plainly  been  parties  to  the  Act  of  Incorporation  being 
violated,  there  can,  your  memorialists  submit,  be  no  question  whatever  that  for  all  such 
moneys  as  they  lent  to  those  bank  servants  for  the  carrying  on  of  their  illegal  businesses, 
and  were  so  the  occasion  of  the  bank's  losing,  they  are  themselves  liable. 

46.  Again,  it  is  stated  in  the  bank's  report  for  1867  thfit  the  directors  of  the  Bank  of 
Bombay  were  in  the  habit  of  sitting  at  the  Board  and  voting  loans  to  themselves,  and  that 
thus  great  losses  have  been  occasioned.  Indeed,  your  memorialists  believe  that,  in  point 
of  fact,  the  greater  part  of  the  bank's  capital  has  been  lost  in  loans  to  the  directors,  or  to 
their  partners  and  colleagues,  in  the  promotion  or  direction  of  other  companies.  But  if 
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•Uie  directors  of  the  Bank  of  Bombay  allowed  loans  of  the  bank's  cash  to  be  taken  by  their 
fellow  directors,  and  this  without  brino^ing  it  under  the  notice  of  a  general  me(>tiog,  airi 
proceeding  to  the  election  of  other  directors  in  their  stead  (they  being  by  such  loang  dis- 
qualified) they  directly  violated  the  Act  by  which  they  were  incorporated,  as  well  as  being 
parties  to  the  violation  of  the  common  and  well-known  rules  of  law,  in  allowing  their  co- 
directors  to  help  themselves  to  the  bank's  money  in  this  way. 

46.  They  violated  the  Act  under  which  they  were  incorporated,  because^  both  by  the 
Act  of  1840  and  the  Act  of  1863  (section^  15  and  19  respectively),  it  was  enacted  that  no 
shareholder  should  be  capable  of  servinj;  as  a  director  of  the  bank  by  election  of  the  pro- 
prietors, who  should  not  be  the  proprietor  in  his  own  right,  and  unmcunibered,  of  12  sbarn 
of  12,000  rupees  of  the  capital  etoek  of  the  Bank  of  Bombay  ;  Hnd  by  sections  39  to  43  of 
those  Acts  respectively,  it  was  enacted  that  it  any  shareholder  should  become  indebU^d  lo 
the  bank,  his  shares  should  be  held  as  security  for  such  debt  by  the  bank,  and  be  liable  to 
be  sold  by  it  in  default  of  payment  of  the  debt.  Such  shares,  theiefore,  by  the  very  act  of 
borrowing  from  the  bank,  became  incumbered  within  the  meaning  of  the  previous  section 
of  the  Act  (unless  the  loan  was  made  upon  Government  secuiities,  which  were  excepted 
from  the  general  rules  as  to  advances  in  ail  parts  of  the  Act),  and  the  director  to  whom  the 
loan  was  made  at  once  hecame  disqu  vilified;  and  thereon  it  was  the  duty  of  the  other 
directors,  under  Section  18  <f  the  Act  1863,  lo  call  a  general  meeting  for  the  election  of 
other  directors  in  their  places,  thus  giving  to  all  the  shareholders  public  and  immediate 
notice  of  what  was  going  on. 

47.  And  besides  this  violation  of  the  provisions  of  their  special  Act,  the  directors  who 
weie  actors  in  or  parties  to  such  proceedings  further  violated  all  the  rules  of  law  oa  the 
subject  of  pecuniaiy  dealinos  between  dirt^ctors  and  their  companies.  For  the  law  as  to 
loans  of  a  company's  money  being  voted  to  themselves  by  directors  (and  especially  oa  no 
security  at  all,  or  on  securities  which  afterwards  proved  to  be  worthless)  is,  as  yonr 
memorialists  submit,  both  explicit  and  well  known.  If  a  director  votes  loans  to  himself  at 
aH  from  the  company's  money,  and  much  more  if  he  does  so  on  no  security  whatever,  or  oa 
■securities  which  afterwards  prove  worthless,  he  is,  as  before  observed,  guihy  of  a  gro« 
fraud  upon  the  shaieholders;  and  the  other  directors,  who  stood  by  and  allowed  it,  are 
equally  liable  with  him  to  make  good  the  amount.  And  blame  is  particularly  to  be  at- 
tnbuted  to  the  Government  directors,  because,  from  their  high  ofiicial  position,  it  must  be 
taken  as  their  special  province  (as  Sir  William  Mansfield  puts  it)  to  act  as  a  check  apon 
any  improper  proceedings  on  the  part  of  the  commercial  oi'ectors.  Of  course.  When  they 
had  accepted  money  favours  from  the  latter,  they  became  powerless  to  fulfil  this  duty;  biit 
that  is  but  one  proof  the  more  in  support  of  your  memorialists*  contention,  that  it  wasfte 
corroipt  betrayal  of  their  trust  by  the  Government  directors  that  was  the  real  and  true  catifc 
t)f  the  bank's  ruin. 

48.  From  the  same  Bank  Report  of  1867,  your  memorialists  learn  that  a  great  deal  of 
the  bank's  money  has  been  lent  and  lost  on  shares  that  have  subsequently  proved  wofdh 
less,  in  what  are  there  called  ^' speculative,'^  but  which  are  probably  the  same  asthelair 
designates  "  bubble"  companies.  That  is,  companies  established,  not  with  any  well- 
founded  expectation  of  carrying  out  the  principles  for  which  they  are  formed  ostensibly, 
but  rather  as  a  snare  to  persons  who  might  unwarily  become  subscnbers,  and  for  the  ptt^ 
pose  of  enabling  tlie  directors  to  make  a  profit  of  the  shares  they  have  thought  fit  to  assome 
to  themselves. 

49.  Now,  as  to  companies  of  this  so  it,  your  memorialists  have  shown  in  preceding  para- 
graphs the  extent  to  which  the  commercial  directors  were  mixed  up  in  Uiem  (the  gpeater 
part  having  since  collapsed  and  gone  into  liquidation),  and  the  mode  in  which  the  assent  of 
the  Government  directors  is  said  to  have  been  obtained  to  the  lending  of  the  bank's  fD(iiify 
on  shares  of  this  kind.  And  what  your  memorialists  beg  to  ky  dovin  broadly  is,  that  in 
whatever  manner  the  words  in  the  Act  of  1863  on  the  subject  of  loans  to  pubUc  companies 
are  to  be  construed,  they  could  give  no  sanction  to  loans  on  shares  in  *'  bubble"  compaieB; 
and  least  of  all  '^  bubble  companies  "  which  the  directors  of  the  bank  themselves  diiected, 
promoted,  or  were  at  all  concerned  in.  As  regards  lending  on  the  shares  of  such  companies 
at  all,  it  was  a  direct  violation  on  the  part  of  all  the  directors  of  the  trust  confided  in 
them  for  the  shareholders ;  and  in  those  directors  who  personally  profited  by  such  loans, 
whether  directly  or  indirectly,  it  was  a  fraud,  your  memorialists  submit,  of  the  very  grossest 
kind. 

60.  In  order  to  show  exactly  how  far  the  words  which  crept  into  the  Act  of  1863  on  the 
subject  of  loans  to  public  companies  would  give  any  warrant  for  what  was  professed  to  be 
done  under  them,  it  will  be  as  well  here  to  see  how  the  Act  3  of  1840,  as  amended  by  Act 
21  of  1854,  had  put  the  law  in  regard  to  advances  of  this  kind,  and  into  what  state  the  law 
was  brought  by  the  Act  of  1868. 

61.  By  the  28th  section  of  the  Act  8  of  1840,  it  was  enacted  as  follows:  ''And  it  is 
hereby  enacted  that  the  directors  shall  make  no  loan  other  than  such  loans  as  are  described 
in  the  clause  next  preceding  (which  will  be  found  set  forth  in  parai^raph  64  of  thismeoional^ 

except 


Digitized  by 


Google 


OLD  AND  NEW  BANKS  OF  BOMBAY.  227 

•ie»pt  upon,  (lie  deposit  of  pubiie  securities  to  the  full  amount  oF  the  loan>  and  whtoh  shall 
be  so  endorsed  or  transferred  as  to  put  them  at  the  absolute  disposal  of  the  said  banU, 
Ac.  &c."  And  by  the  Act  21  of  1864,  section  2,  it  had  been  enaoted  as  follows: — "k 
shall  be  lawful  for  the  said  banks  (of  Bengal,  Madras*  and  Bombay)  to  lend  money  on  the 
aenirity  of  shares  in  such  of  the  incorporated  Indian  railway  companies  as  hold  a  guarantee 
fi»m  the  East  India  Ck>mpany  with  rei^ard  to  interei^ty  provided  that  no  such  loan  shall  in 
any  case  exceed  in  amount  three-fourths  of  the  paid-up  value  of  the  shares  on  the  security 
of  which  the  loan  is  made,  and  in  every  such  case  such  shares  shall  be  transferred  to  the 
bank  by  which  the  loan  is  made  either  absolutely  or  by  way  of  mortgage.'' 

62.  That  is  exactly  how  the  law  stood  in  relation  to  loans  on  Government  securities  and 
shares  in  the  incorporaied  Indian  railways  till  the  passing  of  the  Act  10  of  1863,  by  the 
Bombay  Letrislative  Council,  when,  without  the  slightest  idea  of  extending  the  bank's 
powere  ot*  lending  in  ihi*^  respect  (as  the  Bombay  Government  appears  to  have  stated),  a 
elause  intended  to  embody  the  above-named  provisions  of  the  28th  section  of  the  Act  3  of 
1840,  and  the  2nd  section  of  the  Act  21  of  1864,  wan  inserted  in  the  Act  10  of  1863,  as 
follows,  section  32 :  **  Business  of  the  Bank.  The  said  Bank  of  Bombay,  as  re-incorpo*- 
rated  and  re-constatuted  under  this  Act,  may  and  is  hereby  authorised  and  emp  >wered  to 
carry  on  and  transact  the  business  hereinafter  speciBed,  but  shall  not  eneage  in  or  carry  on 
or  transact  any  other  adventure,  trade,  on  business,  than  such  particular  kinds  of  business, 
that  is  to  say:  let.  The  advancing  and  lendinj^  money  on  Government  securities,  and  on 
the  security  of  shares  of  any  of  the  incorporated  Indian  railway  or  other  public  companies 
in  India,"  And  by  an  Act  passed  in  1866,  No.  16  of  1866,  of  the  Government  of  Bom- 
bay in  Council,  it  was  enacted  that  the  above  clause  shall  be  read  as  if  for  the  words, 
"The  advancing  and  lending  money  on  G<iveinment  securities,  or  on  the  security  of  shares 
in  any  of  the  incorporated  Indian  railway  or  other  public  companies  in  IncUa,"  the  fullowu. 
ing  words  were  substituted  (that  is  to  say):  '^Tbe  advancing  and  lending  money  on  Govern- 
ment securities  and  shares  in  Indian  railwayst  the  interest  whereon  shall  have,  been 
guaranteed  by  Government" 

53.  It  is  quite  clear  from  the  above  that  the  Government  had  no  intention  to  enlarge  the 
bank's  powers  of  lending  in  this  direction;  and  that  for  the  putting  an  end  to  the  abuses 
that  had  been  perpetrated  under  the  cl  luse  as  worded  in  the  Act  of  18.63,  it  has  passed  a 
subsequent  Act  declaratory  of  the  manner  in  which  the  words  are  to  be  read  and  taken.  The 
only  question,  the  refon,  that  remains  is,  as  to  what  uas  the  true  construction  of  the  clause  in 
law*,  in  the  intermediate  time  between  the  passing  of  it  in  the  form  first  given,  and  the 
pai^sing  of  the  second  Act  of  1866,  declaratory  of  the  manner  in  which  it  is  now  10  be  read 
Uid  taken. 

54.  Now  as  to  this  your  memorialists  assume  that  it  will  be  at  once  admitted  that  it  could 
never  at  any  rate  have  sanctioned  fraud,  or  any  conduct  on  the  part  of  directors  of  a  nature 
opposed  to  their  general  obligations  as  trustees  for  the  shareholders.  They  also  assume  that 
it  will  be  equally  admitted  that  it  could  not  in  any  case  sanction  the  directors  lending;  on, 
or  taking  assignments  of  shares  in  companies  which  were  engaged  in  any  adventure,  trade, 
or  busine**8  whicii  they  were  especially  prohii)ited  from  engaging  in  by  other  clauses  of  this 
Act.  For  it  would  certainly  be  the  greatest  absurdity  to  endeavour  to  place  restrictions  on 
the  kind  of  adventure  or  business  they  were  to  be  engaged  in  at  all,  if  by  simply  lending 
on  and  taking,  assignments  of  shares  in.  other  companies,  they  could  employ  their  whole 
capital  (as  in  point  of  fact  they  did  do)  in  forbidden  adventures  or  businesses  of  every  sort 
and  description. 

65.  For  instance,  if  there  was- one  thing  more  clear  than  another,  it  is  the  clause  in  the 
Act  of  1840,  repealed  in  the  Act  of  1868,  prohibiting  the  directors  from  lending  in  any 
vumHer  on  the  security  of  lands,  houses,  or  immoveable  property. 

The  words  in  the  Act  3  of  1840  will  be  found  in  paragraph  64  of  this  memorial,  and  the 
words  in  the  Act  of  1863,  s.  34,  are  as  follows : — '^  Nor  siiall  they  (the  directors  of  the 
bank)  make  any  loan  or  advance  on  the  mortgage,  nor  in  any  other  manner  on  the  eecurify 
of  any  lands^  houses,  or  other  immoveable  property,  or  on  the  title  deeds  relating  thereto." 
And  the  reason  of  this  wise  restriction  must  be  obvious  to  every  one  wlio  knows  anything 
of  banking  principlt^s.  The  old  Union  Bank  of  Calcutta  whs  brought  down  chiefly  by  the 
neglect  of  this  salutary  rule;  so,  too,  it  is  said,  u^ts  the  Agra  Bank ;  and  so  also  it  is  with 
most  of  the  banks  that  give  way  in  panics. 

56.  Your  memorialists  can  have  no  hesitation,  therefore,  in  submitting  that  the  whole  of 
the  directors'  loans  on  Bombay  Reclamation  or  Back  Bay  shares.  United  Victoria  shares, 
and  Elpbinstone  Land  Company  shares,  being  loans  on  the  security  of  shares  in  land 
specul'i lions  and  the  immoveable  property  ihereon,  were  entirely  contrary  to  their  Act  of 
Incorporation,  setting  aside  altogether  the  character  of  those  shares  as  securities  generally 
and  the  directors'  own  personal  interests  in  connection  with  them,  as  shown  in  the  lisi  of 
companies  they  were  directors  of  or  mixed  up  with.  Such  loans  or  advances  were  clearly  in 
rioiation  of  the  clause  absolutely  prohibiting  the  directors  from  making  any  loan  or  advance 
on  the  mortgage,  or  in  any  otiier  manner,  on  the  security  of  any  lands,  houses  or  other 
immoveabU  property ;  and  this  no  admissible  construction  of  any  other  clause  in  their  Act 
can  getoverb  And  when  in  addition  to  that  fact  the  directors'  personal  connection  with 
133.  F  F  a  these 
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these  companies  is  remembered ;  when  it  is  considered  that  where  ihey  were  not  theingel?e8 
the  chief  promoters  and  directors  of  them,  their  partners  in  business  were;  and  that  as 
members  of  the  firms  that  were  secretaries  and  treasurers  of  them,  they  were  themselves  Iq 
many  cases  the  secretaries  and  treasurers  of  them  also ;  when  it  ia  further  evident  that  the 
main  effect  and  doubtless  object  in  granting  these  loans,  was  to  give  a  fictitious  value  to  all 
the  other  shares  in  these  companies,  incluoing  those  possesst^d  by  the  directors,  who  were 
non-borrowers,  your  memorialists  are  quite  sure  that  it  will  be  conceded  that  the  loans  on 
them  50  made  by  the  directors  were  a  gross  breach  of  their  legal  duty  as  tnihtees  for  the 
sharehoh  ers  as  well  as  being  a  direct  violation,  both  in  letter  and  in  spirit,  of  the  provisions 
of  their  Act  of  Incorporation.  It  is  needless  to  add  that  if  this  be  po,  ihey  are  one  and  all 
personally  liable  to  make  good  the  losses  to  the  bank  that  have  been  so  occasioned. 

67.  In  the  same  way  your  memoiialsts  beg  most  respectfully  to  submit  that  according  to 
the  express  provisions  of  the  Act  of  1863,  the  only  dealings  in  bank  shares  which  were 
ptrmissible  to  the  bank  directors  were  those  provided  for  under  Section  42  of  the  Act, 
which  authorised  them  to  enter  into  negotiations  for  the  purchase  of  thecapital^  assets,  and 
business  of  any  other  bank  within  Her  Majesty's  Indian  territories  of  which  the  capital 
was  divided  into  shares,  and  to  allot  to  the  shareholders  or  proprietors  of  such  bank 
corresponding  shares  in  the  Bank  of  Bombay ;  but  it  never  sanctioned  the  Bank  of  Bombay 
taking;  an  assignment  of  the  shares  of  other  banks ;  and  it  was  a  provision  of  the  Act  of 
1S63  as  well  as  of  1S40,  that  assignments  should  be  taken  to  the  bank  of  all  securities  on 
which  advances  were  made  by  it  in  default  of  payment  For  the  effect  of  such  assignment 
would  necessarily  be  to  render  the  Bank  of  Bombay  a  partner  in  those  other  banks,  and  to 
make  the  Government  a  partner  in  them  also,  while  they  were  still  being  carried  on  under 
their  old  Articles  of  Association,  and  involved  in  ill  the  risks  which  these  might  allow  of 
their  engaging  in,  but  which  it  was  intended  that  the  Bank  of  Bombay  should  be  protected 
from  by  the  stringent  rules  contnined  in  the  Act  of  its  Incorporation.  Indeed,  such  care 
seems  to  have  been  taken  to  prevent  anything  of  this  sort  happening,  that  in  the  section  of 
the  Act  of  1863,  allowing  the  Bvmk  of  Bombay  to  take  over  the  assets  and  businesses  of 
other  banks,  theie  is  a  special  proviso  that  in  ihe  event  of  any  other  bank's  business  being  so 
purchased  and  taken  over  by  tne  Bank  of  Bombay,  it  should  ihereafter  be  carried  on  by  the 
Bank  of  Bombay  with  and  subject  to  the  several  re^^trictions  contained  in  its  two  special 
Acts  of  Incorporation. 

68.  It  will^  your  memorialists  submit,  be  obvious  therefore  that  the  loans  to  the  Asiatic 
Biink  and  the  Commercial  Bank  were  wholly  ultra  vires  on  the  part  of  the  directors;  and 
that  for  the  losses  incurred,  owing  to  these  banks  having  gone  into  liquidation,  they  are 
themselves  responsible.  To  what  exient  they  had  any  private  interest  in  granting  these 
loans  apart  from  duty  as  Bank  of  Bombay  directors,  your  memorialists  cannot  tell.  But 
both  as  regards  the  Commercial  Bank  and  the  Asiatic  Bank  there  appear  to  have  been 
directors  of  the  Bank  of  Bombay  who  directly  or  indirertly  were  interested  in  them;  and 
the  Asiatic  Bank  is  believed  to  have  stood  in  a  very  close  and  intimate  relation  towards  the 
Bombay  Eeclamation  or  Ba(  k  Bay  Company  with  which  so  many  of  the  commercial 
directors  of  the  Bank  of  B(imbay  were  mixed  up,  as  directors,  or  partners  of  directors,  and 
the  Government  directors  as  allottees  of  shares  in  it. 

69.  Your  memorialists  having  thus  shown  what  loans  by  the  directors  the  words  of  the 
d2nd  section  of  the  Act  of  1863  will  certainly  not  cover,  can  have  no  difficulty  iu  submit- 
ting with  the  greatest  confidence  what  is  its  true  construction. 

60.  The  bank's  law  of  incorporation,  as  it  stood  previously,  and  as  it  stands  now,  made 
the  only  loans  of  this  kind  by  the  directors  lawful,  that  were  made  on  Government  securities 
or  on  shares  in  the  Incorporated  Indian  Railway  Companies.  The  Act  of  1863  (not  contem- 
plating, as  the  Bombay  Government  has,  it  appears,  positively  stated,  going  one  step  beyond 
the  previous  Acts)  has  in  it  a  sanction  for  the  advancing  and  lending  money  "  on  Government 
securities,  or  on  the  security  of  shares  in  any  of  the  Incorporated  Indian  Railway  or  other 
public  companies  in  India.  Having  regard,  therefore,  to  the  evident  intention  of  the  framere 
of  the  Act  of  1863,  and  to  the  well-Enow  n  rule  of  law,  that  where  of  two  suggested  construc- 
tions, the  one  is  entirely  consistent  with  the  objects  contemplated  by  the  Act,  and  the  other 
utterly  destructive  of  them,  the  former  is  to  be  taken  ;  as  well  as  to  another  well-known  rule 
of  law,  that  the  word  "  other  "  in  an  act  of  the  Legislature  is  not  synonymous  with  "any 
other,'*  but  means  "  other  ejusdem  generis,^  or  of  the  same  nature  as  that  described  in  the 
words  immediately  preceding  it;  there  can  be  no  doubt  whatever,  your  memorialists  sub- 
mit, that  the  only  additional  power  that  was  actually  given  in  law  to  the  directors  by  the 
clause,  as  re-worded  in  the  Act  of  1863,  wns  that  which  would  have  been  given  to  them  if 
the  said  clause  had  been  worded  as  follows:  "The  advancing  and  lending  money  on 
Government  securities,  or  on  the  security  of  shares  in  any  of  the  Incorporated  Indian 
Itailway  or  other  public  companies  of  the  same  nature  in  India" — that  is,  bond  fide  com- 
panics  incorporated  for  public  objects,  with  a  fully  paid-up  capital,  working  under  the 
inspection  of  the  Government,  and  ihrough  whose  shares  no  possible  liability  or  entangle- 
ment in  other  forbidden  adventures  or  business  could  have  been  entailed  on  the  bank  or  on 
the  Government,  on  the  assignment  of  them  to  the  bank,  either  at  the  time  of  the  loan  or 
ip  default  of  re-payment.  Indeed  the  word  *'  public/'  as  used  in  regard  to  companies,  seems 
in  its  stiictest  legal  sense  to  be  of  very  narrow  application,  for  it  has  been  laid  down  as 
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Bot  applying  either  to  the  South  Sea  Company  or  the  Bank  of  England.  ''  A  trustee  " 
(says  Lewin  on  Trusts,  drd  edition,  page  341)  ^'  may  not  invest  the  trust  fund  in  the  stock 
of  any  private  company,  as  South  Sea  Stock,  Bank  Stock,  Su*.,  for  the  capital  depends  on 
the  management  of  the  guvernors  and  directors,  and  is  sui>ject  to  losses.  The  Soutii  Sea 
Company,  for  instance,  might  trade  awav  the  w  hole  capital,  provided  they  kept  within  the 
limits  of  their  charter."  Though  by  the  2*2  &  23  Vict.  c.  25,  s.  32,  a  special  power  is  given 
to  trustees,  where  not  expressly  tbrbidden  by  the  instrument  creating  their  trust,  to  invest  the 
trust  fund  in  the  stock  of  the  Bank  of  England. 

61.  Your  memorialists  are  aware  that  great  allowance  may  be  fairly  asked  for  directors, 
under  ordinary  circumstan«  es,  erroneously  interpreting  Acts  of  the  Legislature,  though, 
perhaps,  less  in  regard  to  the  directors  of  the  Bank  of  Bombay  than  any  others,  because 
there  were  three  of  the  highest  officials  of  the  Government  on  the  direction,  who  ought  to 
have  understood  the  Act  they  were  set  to  administer.  But  such  allowance,  your  memorialiis 
submit,  can  only  be  claimed  for  them  when  they  have  been  clearly  acting  in  all  things  for  the 
hest 9  ^nd  bo7td  fide.  It  is  the  general  chaiacter  of  the  work  people  are  engaged  in  that 
makes  all  the  difference,  just  as  that  which  would  be  simply  homicide  by  misadventure,  will, 
when  the  flayer  is  a  wrong-doer,  be  wilful  murder.  And  that,  your  memorialists  submit,  is 
the  light  by  which  the  directors  are  to  be  judged  in  this  instance.  If  they  had  in  granting 
these  loans  shown  a  really  honest  and  disiate rested  desire  to  look  only  to  ihe  interests  of  the 
bank  and  of  the  shareholders,  it  would  have  perhaps  been  a  very  hard  meai^ure  to  turn  round 
on  them  nciw  for  acts  done  under  a  wrong  construction  of  their  Act  of  Incorporation  ;  but 
their  conduct  being  what  it  was,  they  are,  as  your  memorialists  submit,  entitled  to  no  such 
indulgence.  In  point  of  fact,  their  misconstruction  of  the  clause,  if  they  really  did  mis- 
construe it,  could  only  serve  at  best  to  give  a  colour  to  what,  as  being  contrary  to  all  their 
legal  duties  as  the  trustees  for  the  shareholders,  would  have  entailed  on  tiiem  an  almost 
equal  responsibility  in  equity  without  it. 

62.  It  would  seem,  however,  from  what  has  taken  place  at  Bombay,  that  the  directors, 
while  professing  to  hold  so  strongly  to  this  rope  of  sand,  as  your  memorialists  have  shown 
it  to  be,  are  not  altogether  so  very  sure  upon  the  point,  and  have  therefore  set  up  another 
defence,  also  based  upon  the  letter  of  the  Act  of  1863,  as  contra-distinguished  from  its 
spirit.  This  is,  that  however  worthless  the  securities  taken  l)y  them  may  have  been,  they 
were  not  bound  by  their  Act  of  1863  to  take  any  security  at  all  for  loans  made  by  them, 
beyond  the  personal  secuntv  of  the  borrower.  And  that  having,  therefore,  unlimited 
powers  of  lending  to  whom  they  pleased  without  any  collateral  security  whatever,  they  did 
so  lend  all  the  money  that  has  been  lost,  with  the  exception  of  about  30  lacs  of  rupees  (or 
300,000/.),  and  that  the  worthless  securities  in  question  were  only  taken  by  them  from  the 
borrowers  afterwards,  on  their  failure  to  repay  the  bank  what  had  so  been  lent  to  them. 

63.  Now,  as  to  this  point,  your  memorialists  have  observed  over  and  over  again,  that 
there  are  very  stringent  obligations  which  are  legally  binding  on  directors  of  all  banks 
towards  their  shareholders,  wholly  inespective  of  the  provisions  of  their  deeds  of  settlement 
or  Acts  of  Incorporation  ;  and  there  could  hardly  be  a  better  proof  of  the  gross  and  unpar- 
donable manner  in  which  those  duties  must  have  been  disregarded  by  the  directors  of  the 
Bank  of  Bombay  than  their  flinging  away  something  like  a  million  seven  hundred 
thousand  pounds  sterling  of  the  bank's  money,  within  about  a  twelvemonth,  in  wholly  un- 
secured loans  of  this  kind;  loans,  be  it  observed,  not  made  for  the  most  part,  as  is  obvious 
to  mercantile  or  trading  firms,  in  the  ordinary  course  of  business,  but  lent  by  the  directors 
to  themselves,  their  feUow  directors,  and  their  friends  and  fellow  gamblers  in  the  various 
bubble  companies  with  which  Bombay  was  then  inundated.  Whatever,  therefore,  might 
have  been  tne  wording  of  the  Act  of  1863,  it  could  afford  no  justification  for  such  conduct 
as  this  was;  but  your  memorialists  hope  to  make  it  clear  to  you  that  no  such  lending  on 
the  mere  personal  security  ot  the  borrower  was  sanctioned  by  the  Act  of  1863,  under 
which  the  bank  was  re-incorporated. 

64.  In  the  previous  Act  of  1840,  there  was  a  clause  in  section  25,  specifying^  as  among 
the  businesses  the  bank  might  be  engaged  in,  the  *'  discounting  of  negotiai^le Securities, 
and  another,  "  the  lending  on  short  loans,"  and  another,  "  the  receiving  ol  deposits."  But 
the  27th  section  of  that  Act  enacted  that  the  directors  of  the  bank  should  not  discount 
any  securities  which  had  a  longer  term  to  run  than  three  montlis,  or  lend  any  money 
for  a  longer  period  than  three  months,  and  that  they  should  make  no  loan  or 
advance  on  any  bank  share  or  certificate  of  shares,  or  on  any  mortgage,  or  in  any 
other  manner  on  the  security  of  any  lands^  homeSy  or  other  immoveable  property^  nor 
on  any  negotiable  security  of  any  individual  or  partnership  firm,  which  should  not  carry  on 
it  the  responsibility  of  at  least  two  persons  or  firms  unconnected  with  each  other  in  general 
partnership,  nor  be  in  advance  to  any  one  and  the  same  individual  or  partnership  firm, 
either  by  way  of  discount,  loan,  or  in  any  otlier  manner  (saving  by  loans  upon  the  deposit 
of  Government  securities  or  goods  not  perishable  as  thereinafter  mentioned),  beyond  three 
lacs  of  Company's  i*upees ;  provided  always,  that  the  advances  upon  bills  of  exchan^ 
accepted  by  the  Government,  or  upon  other  Government  obligations,  should  nut  be  consi- 
dered as  an  advance  within  the  meaning  of  this  restriction.  And  the  28th  section  of  the 
Act  3  of  1840,  ran  as  follows :  ^'  And  it  is  hereby  enacted  the  directors  of  tlie  said  Bank 
of  Bombay  shall  make  no  loan  other  than  such  loans  as  are  described  in  the  clause  next 
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preceding,  except  on  deposit  of  public  securities  to  the>  full  amount  of  the  loan,  and  whieh 
public  gf^curities  shall  be  so  endorsed  or  transferred  as  to  put  them  at  the  absolute  dUpesdf 
of  the  said  Bank,  of  Bombay^  or  on  the  deposit  of  goods  not  i>f  a  perisiiable  nature^  and  of 
estimated  value  exc^edin^  the  amount  of  the  loan  at  least  one-fourth." 

65.  That  was  the  law  as  it  stood  till  the  Act  of  186d>  when  the  business  the  bank  might 
be  engaged  in  was  defined  a^  follows:  *'  Section  32 — Business  of  the  Bank — ^The  aaid  Bank 
of  Bombay,  as  re-incorporated  and  le-constituted  by  this  Act,  may,  and  is  hereby  authorised 
and  empowered  to  carry  on  and  transact  the  busuiess  hereinafter  specified,  but  bhnll  not 
engage  in,  or  carry  on,  or  transact  any  other  adventure,  trade,  or  business,  than  such  par- 
ticular kinds  of  business ;  that  is  to  say  : — 

'^  Ist  Tiie  advancing  and  leading  money  on  Government  securities,  or  on  the 
security  of  shares  in  any  of  the  Incorporated  JEndian  Railway  or  other  pu\>lic  companies 
in  India. 

*^  2nd.  The  discounting,  buying,  and  selling  bills  of  exchange  and  other  neuotiable 
sec'uiiiies  payable  in  India,  provided  that  the  directors  of  the  Bank  of  Bombay  shall 
have  power  to  open  drawing  accounts  with  the  Brinks  of  Bengal  and  Madras,  and  to 
make  from  time  to  time,  with  or  without  collateral  security ,  such  temporary  advances 
to  either  of  those  corporations  as  to  the  said  directors  shall  seem  expedient. 

"  3rd.  The  making  of  investments  of  moneys  of  the  said  bank  in  Grovemment 
securities,  and  fix>m  time  to  time  altering;,  converting,  and  transposing  such  investments 
for  others  of  a  like  nature. 

'*  4th.  The  making,  issuing,  and  circulating  bank  post  bills  and  letters  of  credit 
payable  in  India,  to  order,  or  otherwise  than  to  the  l)earer  on  demand. 

"  6th.  The  buying  and  selling  gold  and  silver  bullion. 

^'  6th.  The  receiving  deposits,  keeping  cash  accounts,  and  granting  cash 
credits. 

**  7  th.  The  granting  loans  and  makvig  advances  upon  any  goods^  wares ^  or  7itar- 
chandise  securities  of  the  description  above  mentionedj  which^  or  the  documents  of  title 
to  which  J  shall  be  deposited  with  or  assigned  to  the  said  bank  as  security  for  suck 
loans  and  advartces,  and  the  selling  and  realising  the  proceeds  of  sale  of  any  such 
goods,  wares,  or  merchandise,  or  other  property  or  securities  which,  or  the  documents 
of  title  lo  which,  have  been  so  deposited  or  assigned,  or  which  &hall  be  held  by  the 
said  bank,  and  over  which  the  said  bank  shall  be  entitled  to  any  lien  or  charge  in 
respect  of  any.  such  loan  or  advance,  or  any  debt  or  claim  of  tiie  said  bank,.and  which 
said  goods,  wares,  merchandise,  property,  security,  or  documents  of  title  so  as  afore* 
aaid  deposited  with,  assigned,  or  held  by  the  said  bank,  shall  not  in  due  time,  in 
accordance  with  the  teims  and  conditions  (if  any)  of  such  deposit  or  assignment,  have 
been  redeemed." 

66.  Such  are  the  stringent  terms  as  to  the  bu>»ines8  the  bank  alone  might  be  engaged  io^ 
contained  in  the  Act  of  1863,  most  of  them  having  been  embodied,  as  will  be  seen,  in  the  pre- 
vious Act  of  1840.  Such  were  the  securities  on  u  hich  alone  the  bank  might  lend  its  money,  and 
such  the  minute  details  for  guurding  it  on  every  side  from  losses  through  the  loanaso  made 
by  it.  Yet  we  are  now  asked  by  these  directors  to  believe  that  all  these  carefully  worded 
enactments  were  wholly  devoid  of  meaning,  and  that  there  is  nothmg  in  the  above  to  pre» 
vent  the  directors  lending  out  the  bank's  money  to  their  friends  and  co-directors  in  other 
companies  by  wholesale,  without  taking  any  security  for  the  repayment  of  it  whatevefv 
bejrond  the  personal  security  oi  the  borrower.  That,  in  point  of  fact,.they  might  do  for  anjr 
fellow  share-gambler  what  they  were  only  empowered  to  do  for  ti»e  other  Govemmenft 
Banks  of  Bengal  and  Madras  (as  will  be  seen  above)  by  a  special  clause  introduced  for  the 
pui|)0Stf  of  enabling  them  to  dispense  in  their  case  with  any  collateral  security.  The  admis^ 
sion,  however,  of  one  class  hy  name  does  not  involve  the  admission,  but,  on  the  contrary^ 
the  exclusion  of  all  others,  and  it  will  be  hard,  indeed,  f  »r  them  to  find  in  the  above  the 
slightest  earthly  colour  even  for  ^uch  an  astounding  position  as  this  is, 

67.  The  clause  on  which  (as  your  memorialists  suppnse)  the  directors  and  their  friends 
rely,  is  the  6th,  authorising  "  the  receiving  deposits,  keeping  cash  accounts,  and  granfm^ 
6ash  credits^^*  for  the  very  next  clause,  the  7th,  on  the  subject  of  loans  and  advances, 
expressly  confined  them  to  "  tlie  gi^anting  of  loans,  and  making  advances  upon  any  goods 
and  waies,  merchandise,  or  other  property  or  securities  of  the  description  above  mentioned, 
which,  or  the  documents  of  title  to  which,  shall  be  deposited  with,  or  assigned  to,  the  said 
bank  as  security  for  such  loans  or  advances." 

68.  Biit  so  far  from  "  granting  cash  credits,"  meaning  unlimited  and  unsecured  loans  bj 
directors  of  a  bank  to  their  friends,  co-direotors,  and  themselves,  to  write  off  afterward^ 
through  the  Bankruptcy  Court  (which,  as  will  be  seen  by  the  7th  clause,  were- absolutely 
prohibited),  there  is,  perhaps,  no  species  of  bank  dealing  mure  safe  than  tlie  ^'' granting 
cash  tre<lits,"  when  the  directors  perform  their  duty,  as  they  are  honnd  to  perform  it  under 
the  general  law,  as  trustees  of  the  shareholders.  For  it  is  simply  the  opening  of  a  credit  on 
proper  security  being  given,  which  the  borrower  (instead  of  taking  up  the  mon^  at  once) 
only  a^ls  himself  of  from  time  to  time,  as-  occasion  arises  for  his  doing  so,  and,^  tfaerefore^ 
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*no  cash  credit  can  propefly  be  given,  and  no  bond  fide  cash  credit  ever  is  given,  till  the 
directors  not  only  have  satisfied  »hem8elves  ihat  the  object  it  is  rtquiied  for  is  a  legitimate 
one  hut  l»ave  also  taken  sound  and  good  security  to  Jhe  full  extent  of  the  credit  which  is 
so  granted.  In  ordinary  cases  that  security  would,  provided  it  seemed  tfood,  be  to  a  great 
extent  at  the  discretion  of  the  directors;  but  in  cases  like  this,  where  the  kind  of  security 
ihe  hank  is  allowed  to  advance  on  is  strictly  defined  by  tlieir  Act  of  Incorporation,  the 
securities*  on  which  cash  crtdits  are  granted  must,  of  course,  be  the  same,  as,  otherwise, 
the  restrictions  in  question  would  be  wholly  nugatory.  The  only  cash  credits,  therefore, 
that  could  be  granted  by  the  directors  of  the  Bank  of  Bombay,  were  not  only  secured  cash 
credits  but  cash  credits  secured  on  some  one  or  (ither  of  the  various  kinds  of  security 
specified  in  the  Act  as  being  of  the  kind  that  the  bank  might  make  loans  or  advances  on. 
So  far  tiierefoie,  from  thi'»  clause  of  the  Act  of  1863  warrantin^^  wholtsale  loans  on  the 
mere  personal  security  of  the  bv  rrowers  (and  those  borrowers  for  ti>e  most  part  share- 
gamblers  not  engaged  in  any  legitimate  business),  it  merely  sanctiontd  a  peculiar  form 
of  advance  to  its  customers  most  convenL  ni  and  economical  to  the  honest  mercliant  or 
trader  and  which  it  would  be  quite  impossible  for  any  (iishoiiest  borrower  to  avail  himself 
of,  to  the  serious  detriment  of  the  institution,  unless  there  was  a  gross  neglect  of  duty, 
or  a  fraudulent  playing  into  his  hands  in  violation  of  their  Act  on  the  part  of  the  bank 
directors. 

69.  Your  memorialists  have,  in  the  above  parajjraph^,  oiven  a  plain  and  straightforward 
narrative  of  the  cai'ses  which  led  to  the  hank'i  ruin.  The  whole  st  ry  is  so  well  known  in 
Indian  circles,  and  is  so  easily  gathered  from  the  bank's  reports  themselves,  thai  they 
suppose  that  there  can  be  no  room  for  questions  as  to  the  geneial  accuracy  of  it.  And  if 
the  facts  be  as  stated,  your  memorialists  are  unable  to  perceive  any  ground,  whether 
equitable  or  moral,  on  which  the  Government  can  now  claim  exemption  from  all  liability 
for  these  losses  as  it  appear-^  to  have  done.  It  undertook  to  introduce  the  Act  re-con- 
stituiing  the  bank  in  1863,  and  it  performed  ihe  duty,  according  to  its  own  account,  with 
such  smss  negligence  as  to  sive  a  colour  for  what  it  never  had,  as  it  says,  any  intention  to 
sanction  the  directors  doing  under  it.  From  its  absolute  power  of  control  and  inspection, 
added  to  the  presence  of  three  of  its  high  officials  at  the  board  of  bnnk  direction,  it  was  to 
all  intents  and  purposes  (as  the  Calcutta  Council  IVlinutes  admit),  the  bank's  governing 
body  ;  and  being  so,  it  conducted  its  duties  in  su(h  a  manner  as  to  have  caused  a  loss  to 
the  shareholders  of  two  millions  sterling  of  their  capital  in  tl:e  short  space  of  a  twelve- 
month. There  is  not  a  clause  in  the  Bank's  Act  which  the  commercial  directors  have 
desired  to  violate,  thai  the  Government,  through  its  directors,  who  were  especially  appointed 
as  a  check  on  the  commercial  direciors,  have  not  been  parties  to  the  violation  of.  And  if 
the  commercial  direciors  have  acted  in  total  disregard  of  their  duty  as  trustees  of  the 
shareholders,  and  made  use  of  tneir  position  as  bank  directors  to  promote  their  own  personal 
objects,  or  the  personal  objects  of  their  partners  and  co-directors  in  other  companies,  the 
Grovemment  directors  have  done  even  worse,  if  possible,  by  adding  to  all  this,  the 
accepting  money-favours  from  those  directors  or  their  colleagues  in  the  d'rectipn  of  those 
companies  as  the  reward  for  conniving  at  such  misconduct ;  while  the  Bombay  Govern- 
ment itself,  havinsr  full  means  of  knowing  what  -was  going  on,  chose  to  stand  by  while  its 
servants  and  the  r  co-directors  were  violating  their  trust,  and  violating  their  Act  of  incor- 
poration, without  once  stepping  in  to  pui  a  stop  to  it,  as  it  was  obviously  its  duty  to  do,  not 
only  as  the  executive  of  the  country  and  guardian  of  its  people's  rights,  but  also  as  the 
real  head  of  the  bank,  and  as  participating  through  its  hcum  tenentes  at  the  board  of 
direction  in  the  trust  for  the  shareholders.  Wliatever  liability,  therefore,  in  law  or  equity, 
attaches  to  the  commercial  directors,  attaches  to  the  Government,  through  its  own  acts  and 
omissions,  and  through  the  acts  and  omissions  of  the  Government  directors  to  an  infinitely 
greater  extent  if  it  be  possible ;  and  such  liability  being  indivisible,  it  is  bound  in  equity  as 
well  ns  honour  to  make  good  to  the  shareholders  the  money  which  it  has  thus  been  a  party, 
and  the  principal  party,  to  the  making  away  with  in  tne  several  illegal  manners  men- 
tioned.    From  that  position  your  memorialists  contend  there  is  no  escape,  unless  the  great 

Srinctples  laid  down  by  Lord  Hardwicke  in   the  case  of  the  Charitable  Corporation  v.  Sir 
^  Sutton  and  others  (2  Aflcyn's  403),  are  to  be  deemed  wholly  obsolete. 

70.  This  being  so,  your  memorialists  confidently  trust  that  you  will  not  add  to  the 
grievous  losses  and  anxieties  to  which  ihey  have  already  been  subjected,  by  a  refusal  to 
entertain  tiieir  fair  and  equitable  claim  upon  you ;  and  the  more  especially  as  in  past  times 
the  Government  of  the  honourable  East  India  Company,  and  of  the  Crown,  have  never 
hesi  ated  to  make  good  the  losses  occasioned  by  the  misconduct  of  public  servants  in 
India,  even  when  there  was  no  legal  obligation  on  them  to  make  good  such  losses.  If 
there  were  the  slightest  reason  for  doubt  as  to  the  fairness  of  your  memorialists'  claim,  the 
matter  might  be  difl^erent ;  but  they  are  veiy  sure  that  there  will  be  none  in  the  mind  of 
any  just  and  honourable  man,  whether  lawyer  or  layman,  who  reads  this  memorial. 

Wherefore,  your  memorialists  most  respectfully  pray  that,  taking  the  premises  into 
consideration,  you  will  cause  an  account  to  be  taken  of  all  such  moneys  as  may  have 
teen  lent  by  the  directors  of  the  Bank  of  Bombay  in  contravention  of  the  terms  irf 
their  Act,  as  well  as  of  their  duty  as  trustees  lor  the  shareholders,  and  lost  in  the 
several  manners  herein  shown  or  otherwise,  and  that  you  will  direct  the  amount  so 
found,  to  be  replaced  in  the  bank  by  the  Government  of  Bombay,  to  the  account  of 
the  capital  stock  of  the  institution,  leaving  that  Government  to  take  such  steps  in 
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regard  to  its  own  and  the  commercial  directors  concerned  as  it  may  deem  the  circum-  * 
stances  of  the  case  to  require. 

And  your  memorialists  will  ever  pray,  &c. 

(signed)         T.  C.  Graham,  for  self,  Captain,  66,  Parliament-street. 

jP.  C  Grahanty  for  Sarah  Annie  Graham,  65,  Parliament-street 

G,  M.  Robertson,  6,  William-street,  l-owndes-square. 

E.  Penton  Thompson,  15,  Bo! ton-street,  May  Fair. 

W,  H.  Harrison,  Union  Club,  IVafalgar-square. 

H.  Borradaite,  B.C.S.,  13,  Mori  and -road,  Croydon. 

TTios,  Chase  Parr,  Major  General,  Harrow. 

A.  S,  Le  Mesuriei\  7,  Connaughl-squnre,  Hyde  Park,  W. 

George  Hassock,  Colont-l,  R.A.,  Junior  United  Service  Club. 

A»  K.  Corjield.  12,  Pern  bridge-crescent,  Bayswater. 

John  Scott,  86,  Oxford-terrace. 

R,  Alexander,  Downs  House,  Yalding,  Kent. 

J.  D.  Leekie,  per  S.  P.  Low,  Boulevart  Negrier,  No.  6,  Le  Maas  Saithe. 

Julia  M.  Roberts,  per  S.  P.  Low,  Hiiseldine  House,  Nuvert. 

Henry  lioome,  m.d.,  per  S.  P,  Low. 

J.  Shehleton,  Lieui.  Col.,  per  S.  P.  Low,  14,  St.  James-square. 

J,  McLennon,  per  iS.  P.  Low^  101,  Upper  Hai  ley-street. 

R.  Wells,  R.N.;  per  S.  P.  Low,  Royal  Naval  College,  Portsmouth. 

D.  Davidson,  Major  Gt-rsL,  per  S.  P.  Low,  31,  Falmeira-sq.,  Brighton. 

J.  A.  Grant,  per  S.  P.  Low, 

Delamain,  C.  H.,  Lieut.  Col.,  per  5.  P.  T.Ano,  St.  Jervain,  France. 

Jacob,  H.,  Major  General,  per  S,  P.  Low,Al,  Grosvenor-place,  Bath. 

Elizabeth  M,  Price,  per  5.  P.  Low,  Queenboroiigh  House,  Bath. 

jR.  Chigston,  per  S,  P.  Low,  Wliitsome. 

J.  Huish,  per  5.  P.  Low, 

S.  Napier  Raikes,  Major,  per  S,  P.  Low. 

Bernard  McMahon,  per  S.  P.  Low,  Wick  House,  Wadhurst. 

Alicia  Egan  and  another,  per  .S.  P.  Low. 

Alexander  Hadden,  per  5.  P.  Low, 

J.  B,  Dennis,  Major  Genl.,  per  i>.  P.  Low,  Cullaghmore,  Tullow,  Ireland* 

H,  S.  Oldjield,  per  S.  P.  Lov),  17,  Gloucesier-piace,  Hyde  Park. 

£   liobeftson,  per  S,  P.  Low. 

John  S.  Whittock,  per  S.  P.  Low,  Pontefract. 

Graham,  W.  S.,  Captain,  per  S.  P.  Low,  Medbam,  Isle  of  Wight 

JF.  Monckton  and  others,  per  S.  P.  Low,  Amherst  House,  Clifton. 

Ellen  Monckton,  per  S,  P.  Low,  Amherst  House,  Clifton. 

Emma  S.  Monckton,  per  5.  P.  Low,  Amhersi  House,  Cliflon. 

John  Clibbor/i,  per  S.  P.  Low,  9,  Cavendish-place,  Bath. 

Charlotle  A,  Powell,  per  iS.  P.  Low,  42,  Queen's  Gardens. 

D.  A,  Eisdale,  per  S.  P,  Low,  38,  Dublin-street,  Edinburgh. 

M,  Stack,  Major  General,  per  S.  P.  Low,  Broomville,  Tullow. 

C.  P.  Van  Slraubenzee,  per  S.  P.  Low,  Holtby  Park,  Bedale. 

H.  M,  Evans,  Colonel,  per  S.  P.  Low. 

A.  H.  Newport,  per  S.  P.  Low, 

George  Moore,  per  S,  P.  Low,  81,  Oxford-terrace. 


The  Under  Secretary  of  State  for  India,  to  S.  P.  Low,  Esq. 

Sir,  India  Office,  13  March  1868. 

I  AM  directed  by  the  Secretary  of  State  for  India  in  Council,  to  acknowledge 
the  receipt  of  your  letter,  dated  the  2nd  instant,  forwarding  a  memorial  from 
certain  shareholders  of  the  Bank  of  Bombay,  praying  that  the  Secretary  of 
State  will  cause  an  account  to  be  taken  of  aU  such  moneys  as  may  have  been 
lent  by  the  directors  of  the  bank  in  contravention  of  the  terms  of  their  Act, 
and  direct  the  amount  to  be  replaced  in  the  bank  by  the  Government  of  Bombay, 
to  the  account  of  the  capital  stock  of  the  institution. 

In  reply,  I  am  directed  to  inform  you  that  Sir  Stafford  Northcote  must 
decline  to  act  in  the  manner  suggested  by  the  memorialists,  as  he  does  not 
consider  that  he  would  be  justified  in  sanctioning  any  grant  from  the  public 
revenues  of  India,  for  the  purpose  of  making  good  the  losses  sustained  by  the 
shareholders  of  the  Bank  of  Bombay. 

I  am,  &c. 

S.  P.  Low,  Esq.  (signed)         Clinton. 
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CHAIN  CABLES  AND  ANCHORS. 


RETURN  to  an  Order  of  the  Honourable  The  Honse  of  Commons, 
dated  23  April  iSeSj-^or, 

RETURN  ^^  of  the  Cost  of  Cables,  Anchobs,  Moobing  Chains,  and  Scbew  Moobings,  purchased  for  the 
Indian  Depabtment  since  January  1865,  to  include  the  foUowiiig  Particulars,  viz, :  Name  of  the  Firm  or 
Individual  supplying  the  Articles  above  enumerated ;  Statement  from  the  Invoices  of  the  Sizes,  Price  per  Cwt. 
or  per  Ton,  of  each  Article  supplied ;  Price  of  Screw  Moorings  to  be  stated  separately,  and  Name  of  Patentee  ; 
also,  if  any  further  Contracts  are  now  open  or  pending  for  similar  Supplies,  the  same  Particulars  to  be  given." 


21  Mav  1868. 


GERALD  C.  TALBOT, 

Director  General  of  Stores. 


The  Total  Cost  of  the  Cables,  Anchors,  Mooring  Chains,  and  Screw  Moorings  purchased!      qkikk    t*    ^' 
by  the  India  Office  since  January  1865,  is /     ^^'^^^    ^     ^ 

As  shown  in  detail  in  the  annexed  lists. 
The  Patentee  of  the  Screw  Moorings  is  Mr.  George  Wells,  of  12,  North-street,  Westminster. 


RETURN  of  the  Cost  of  Cables,  Anchob^,  Moobing  Chains,  and  Scbew  Moobings  purchased  for  the 

Indian  Department  since  January  1865. 


DESCBIPTION. 


f  Bombay  : 

Per  Marine  BeqnUition,  No.  3,  dated  5  Aug.  1864. 
Screw  Moorings  for  Carwar  Harbour. 

Screw  Moorings     ------- 

Cable  Chain,  leng^s      ------ 

Buoys   -----.--- 

Shafting,  Wrought  iron,  capstan  head,  kc,  in  bars  - 

Bengal: 
Per  Marine  Beqoisition,  dated  3  Dec  1S64. 

Anchors         -------- 

Anchors         -------- 

Anchors        -------- 


Bengal : 
Per  Marine  Beqoisition,  dated  3  Dec.  1S64. 
Swivels,  &c.  -       -        -       -       -       - 

Chain  Cable  ------- 


Shackles  for  ditto  ------ 

Buoys   -------- 

Bengal  : 
Per  Marine  Beqoisition,  dated  3  Dec.  1864. 

Screw  Moorings. 


Screws  - 
Screws  - 
Engines,  screwing  - 


Instroments,  screwing 


Booys 

Buoys 

Chain 


Shackles 


Swivels  • 


Inches. 
2 


Cwt. 
76 
46 


TnchsB. 
H 

of  sizes 

Feet, 

10 

11 


Cwt. 
68 
68 


Feet. 

11 

10 

Inches. 

3 

2* 
2* 
3 
2f 
2* 


of  sizes  • 


of  sizes  • 


Quantity. 


}- 


No. 

93 

^  46- 

4 


72 
Fathoms, 
1,230 
1,260 
87i 

No. 
86 
36 


No. 
86 
16 

2 
SeU. 

2 

60 
60 
Fathoms. 
682 
628 
610 

72 
126 
144 

66 
123 

11 

62 
476 

21 

60 
9 
6 

17 


Bate. 


42 
30 
60 


33    4^ 

20  - 
20  - 
20  - 
36  - 
Each. 

86  7. 

90  7. 


Per  Ton. 
24  6  - 
23    -    - 


37    6    - 


18  10 


17  16  - 

17  10  - 

17    6  - 

16  10  - 

28  10  - 

20    6  - 

36    1  - 

36  16  - 

66  16  - 

60 

60  16  - 


Value. 


£.      s.  d. 

623  17    6 
125    -    - 


14,823    3    2 

1,387  16    3 

602    1  11 


1,211     3  10 

4,640    7    4 

3,792  17  10 

263  19  10 

1,917  17    8 

3,060    -    - 
3,240    -    - 


6,246  19    4 
1,040    -    7 


416 


8,822    6    3 


5,109  11    6 


984    8  11 

159  12  6 
311  6  11 
26  2  10 
135  1  3 
1,218  17  4 
ISO  9  6 
352  8  6 
181  6  6 
139  5  8 
606  14    4 


Maker's  Name. 


^George  Wells. 


)  Brown,  Lenox  &  Co. 


\  Qeorge  Wells. 


B  £  M  A  B  K  8. 


304. 
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2                                       RETURN   OF  THlfi   COST  OF   CHAIN   CABLES,  ANCHORS,  &C. 

DESCRIPTION. 

Size. 

Quantity. 

Rate. 

Value. 

Maker's  Name.            REMARKa 

Bekoal: 

Per  Cwt. 

Per  Marine  Beqnisitioii,  No  68,  dated  10  March  1865. 

(hot. 

No. 

s.   d. 

£.    *.    d. 

Atehew,  im^atodnuL  .      ^      .      -      -      . 

k 

20 

l«- 

i 

22 

74    -    7 

♦ 

^       26 

J 

1 

20 

H 

20 

H 

20 

It 

20 

2 

4 

8 

4 

4 

4 

5 

4 

6 
7 

4 
6 

^    27    0 

1,334  12    7 

8 

6 

9 

15 

10 

6 

12 

4 

13 

4 

14 

6 

! 

15 

8 

j 

16 

12 

' 

34 

2 

>   88    9 

35 

5 

355    5    6 

86 

2 

38 

2 

>  43  at 

39 

2 

40 

2 

868  18    ^ 

41 

f    2 

( 

42 

2 

Anchors,  Wooden  stocked      ----- 

14 

20 

^  az  9 

15 

20 

1,256  10    9 

16 

20 

1 

Anchors,  Iron  stocked.  Porter's  Patent  -       -       - 

14 

20 

i 

15 

20 

\   29    - 

1,301    3    5 

16 

20 

J 

Bengal : 

Per  Marine  Requisition,  No.  68,  of  10  M]ar.  1865. 

InchM. 

Fathoms. 

Ptfr  Cwt. 

Chain  Cable  -------. 

I 

800 

16    2i 

68  11  10 

300 

15    4i 

87    6    - 

1 

500 

15    -i 

199  18  11 

H 

u 

300  1 
500  / 

,14    9i 

439-7 

If 

900  ^ 
1,100 

^ 

H 

Brown,  Lenox,  6l  Co. 

It 

600    , 
500 
500  J 

14    3 

3,669  11     a 

2 

3* 

' 

ChaiD,  Rubble 

500 
1,250 

14    9^ 
46    3^ 

1,194  15    - 
931    7    4 

f 

1,000 

32    3 

117    7    4 

FooU 
1 

2,000 

26    7 

35d  19    5 

1,300 

25    1 

350    9    - 

Rings,  Mooriog     -.--... 

No* 
20 

a2    7i 

34  15    6 

.       -       -        • 

Trinity  iroiu 

Inches, 

Shackles,  Connecting     ---.-. 

3* 

20  1 

2i 

20    \: 

30    -i 

116  12    - 

Shackles,  Mooriog,  No.  2 

H 

100  J 
20  1 
20    S 

100  J 
50 

Shackle,  Mooring,  No.  3        -        -        -        -        - 

Shackles,  Mooring^  No.  4        -        ...        . 

" 

38    3 
43    - 

144    5  11 
425  12    4 

"1 
J 

Swivels,  Mooring  - 

84  " 

Trinity  iron. 

Bengal : 

Per  Marine  Requisition,  dated  16  August  1860. 

Moorings  for  Port  Canning. 

Shackles 

120 

33    - 

241     8  11 

•^ 

' 

Chain,  Pudding,  6  fathoms  long     .... 

St 

Fathoms. 
144   > 
288 
576    ) 

96 
720  J 

48 

Chain,  Pudding,  6  fathoms  long     -        -        -    .    - 

21 

Chain,  Pudding,  12  fathoms  long   -        -        -        - 
Chain,  Pudding,  3  fathoms  long     -        .        .        . 

•4 

2 

28    - 

M20  13    2 

>-    .    .    . 

Chain,  Pudding,  6  ikthoms  long     .        -        .        - 
Shackles,  Anchor,  for  2f  inch  chains       -       -        - 

H 

38    - 

^0     7     7 

Trinity  iron. 

Shackles,  Anchor,  for  2^  iasbohaiBa       ... 

_       . 

96 

38    - 

294  14    5 

Shackles,  Connecting,  for       ..... 

2t  chain 

24  1 
48    \ 
24j 

2t    „ 

33    - 

160  15    1 

Swivels.  MooriuiT  -.-... 

2        y> 

36    4^ 

620  13    2 

J 

m^  W9 » w  ^^mm^    m^^-%^-%^mmmM^^                               ■"                    ^                    ^                    ^                    ^                    «» 

Bengal: 

Per  Marine  Requisition,  dated  16  Aug.  1885. 

For  Port  Canning,  on  the  Mutlah  Rlyer. 

Cat. 
40 

Anchors,  Mooring . 

24 

32    6 

1,588    3    2 
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PURCHASED   FOR  THE    INDIAN    DEPARTMENT   SINCE  JANUARY    1865. 


DESCRIPTION. 


Bengal: 
Per  Marine  ReqniBition,  dated  16  August,  1865. 

Screw  Moorings  for  the  Mutlah  River. 
Screw  Pfle  Moorings      -       -       -       -       - 

Shafting,  Wrought  iron  -       -       -        -        - 


Capstan,  head  .-----. 
Iron  Keys,  for  shafting  *----- 
Bye  Bolts  and  Nuts,  and  Cleats   and    Nuts   for 

capstan  head. 
Capstan  Bars,  large,  with  chain  swifters  .       -       - 


Bombay  : 

Per  Marine  Requisition,  No.  5,  dated  86  Sept  1866. 

Chain  Cable  with  studs  - 

Chain  CaUe  without  studs      ..... 


Shackles,  iron  mooring  -       .       .       -       . 

BoifBAT  ; 
Per  Marine  Requisition,  dated  10  Dec.  1866. 

Moorings  for  Mew  Transport  Ships. 
Anchors,  Mooring  - 


Anchors,  Mushroom,  Mooring        .       .       .        . 

Bombay : 
Per  Marine  Requisition,  No.  6,  dated  10  Dec  1866: 

For  the  New  Transport  Ships. 

Chain  in  30  fothom  lengths    -        -        -        .        - 
Chain  in  15  fathom  Iragths    -        -        -        .        . 


Shackles  for  ditto 
Swiyels  for  ditto 

Buoys,  Mooring 


Bengal : 

Per  Marine  Requisition,  No.  71,  of  16  Jan.  1867. 
Anchors,  Iron  stocked    •-.... 


Bengal: 

Per  Marine  Requisition,  No,  71  of  16  Jan.  1867. 

Chain  Rubble        -----.. 
Chain  Cable 


Madras  : 

Per  Marine  Requisttion,  No.  18,  dated  14  Feb.  1867. 

Anchors,  Porters   --.-... 

Anchors,  ior  boats  -       ...... 


Madras  : 
Per  Marine  Requisition,  No.  18,  dated  14  Feb.  1867. 


Chain 


Bengal  : 

Per  Marine  Requisition,  No.  1,  dated  14  Aug.  1867. 

Chain,  Ground,  in  4  fathom  lengths  -  .  . 
Chain,  Ground,  in  6  fiithom  lengths  *  .  . 
Chain,  Ground,  in  8  fiiUhom  lengths        .       .       . 


links,  SwiYel         -       .       .       .. 
Links,  Ground       .... 
Shackles  for  links  for  ground  chain 
Shackles  for  6  in.  link,  &c      - 
Shackles,  Connecting,  for  ground  chain 

304- 


Inches, 
If 
If 

1  to2i 
chain. 


Cwt. 
86  to  06 
86  to  96 


Inches, 


Quantity. 


dot 

16 

12 

3 

2 


Jnehss, 

I 


Cwt, 

16  to  36 

1  to3 


Inches. 

n 


8* 


No. 

37 

Lengths. 

6 

No, 

1 

10 


Fathoms. 

300 

200 

Sets. 

12 


Fathoms. 

360 

90 

No. 

40 

9 

6 


12 

6 
6 
6 


Fathoms. 

2,000 
400 
600 

1,200 


Cable. 


Rate. 


Per  Ctot. 
bll.  10  #. 


)- 


£.  *.  d, 
-  17  3 
13- 

1  16    3 


s.  d. 
46  - 
32    - 


400 
1,468 
800 
No. 
100 
140 
320 
320 
446 


20    - 
20    - 

33    ^ 
36    4i 

Each. 
1201. 


Per  Cwt. 
26    6 


} 


£.    s.d. 
1  11    - 

-  16    - 
-14    6 

-  14    - 


s.   d. 

29    - 
26    6 


16  6 
14  9 

14  - 

17  9 
19  6 
19  9 


22  - 

46  - 

26  - 

36  6 

31  6J 


Value. 


£.    s.  d. 
2,127  10    - 

350    -    - 


656    1  11 
269    6    2 


620  10 
1,318  12 


2,099    7  10 
628  16    - 

346    8    6 
662  17     - 

720    -    - 


Maker's  Name. 


384-6 


219  10    6 

91  11     2 

286    9    2 

966  19  11 


176    6    8 

16    8    6 


19    8    8 
39    2    6 

266    2    - 


16  16 
14    2 


11    8    9 


George  Wells. 


REMARKS. 


Trinity  iron. 


,  Brown,     Lenox, 
&Co. 


A  2 
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4                                        RETURN    OF   THE   COST 

OP   CHAIN    CABLES,   ANCHORS,   &C. 

DESCRIPTION. 

• 

Size. 

Quantity. 

Rate. 

Value. 

Maker's  Name. 

REMARK& 

Bengal: 

Screw  Moorings. 

Inches. 

Sets. 

£.    s.   d. 

£.     s.   d. 

Moorings  with  one  screwing  apparatus  for  trial 

12 

These  have  been  sup- 
plied free  of  charge, 
but  wiU  be  paid  for 
cm  approval. 

Per  Marine  Requisition,  No.  1,  dated  14  Aug.  1867. 

Fathoms. 

Per  Ton. 

Cable  Chain  with  connectiog  shackles     -       -       - 

2i 

3,750 
No. 
A9n 

18    -    - 

28  10    - 

18    -    - 

Bach. 
38  10    - 
30    -    - 

'  \ 

\  Qeorge  Wells. 

onaciues  for  ditto  ------- 

Chain  in  two  fathom  lengths,  to  have  a  3i  in.  link  - 

Buoys,  Wrought  Iron     ------ 

Moorings,  Screw,  with  21  feet  of  chain  to  each 

2* 

Feet. 
13 

4<6v 

Fathoms. 

268 

No. 

100 

100 

Sets. 

I 

1 

1 

. 

These  haTO  not  jet 
no     payment    has 

flltoA-tnfw     TTAl1/vnr 

500    -    - 

"            "  • 

/ 

been  made  oa  ac- 

Bnaiting, uouow    ------- 

count  of  them. 

Heaus,  t/apstan     ---.---- 
Bars,  Capstan 

- 

Bengal : 

Per  Marine  Requisition,  No.  75,  of  22  Aug.  1867. 

Cwt. 

Anchors,  iron  stocked 

3 

4 

A 

24 

8 

8 

9 

12 

10 

10 

8 

8 

\ 

7 

8 

9 

10 

11 

12 

Bengal: 

Per  Marine  Requisition,  No.  75,  of  22  Aug.  1867. 

Inches, 

Fathoms. 

ChiUn  Cable  -       -       j. 

Chain,  Rubble       -       i- 

i 

i 

1 

It 
1 

i 

t 

600 

300 

600 

600 

700 

1,100 

600 

500 

600 

1,000 

1,000 

2,600 

1,500 

/  " 

- 

. 

Not  yet  ordered. 

Bombay  : 

Per  Marine  Requisition,  No.  4,  of  11  Sept  1867. 

Cfwt. 

Anchors,  iron  stocked,  with  shackles       -       -       - 

35  to  40 
40  to  45 
45  to  50 
50  to  55 
66  to  60 

Bombay : 

Per  Maiine  Requisition,  No.  4,  dated  11  Sept  1867. 

Inches. 

Chain  Cable  -       -       ^ 

2 

It 

1 

120 
250 
250 
260 

• 

Bombay  : 

Per  Marine  Requisition,  No.  5,  dated  12  Oct  1867. 

For  the  Hurbour  at  Aden. 
Anchors,  Iron  Stocked,  one  fluke  only 

Cwt. 
60 

4 

s.    d. 
32    6 

Bombay: 

Per  Marine  Requisition,  No.  5,  of  12  Oct.  1867  : 

For  Aden  Harbour. 

Cables,  Chain                        

Cables,  Chain 

Inches. 

H 
3 

100 
16 

No. 
12 

Per  dot. 
19    - 
19    - 

33    6 

Brown,  Lenox,  k  Co. 

ITiesc  have  not  yet 
been  soppUed,  and 
no    payBient   has 
been  made  on  ac- 
coant  of  tJM— . 

OOBKlkXOBf  jvucuor   -                     •          -          -          -          - 
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EAST   INDIA   (^CHIEF   JUSTICES). 


BETURN  to  an  Address  of  the  Honourable  The  House  of  CommoDs, 
dated  8  May  1868;— /{?r, 


"  COPY  of  Correspondence  between  the  Secretary  of  State  and  the  Govern- 
ment of  India  relative  to  the  Appointment  of  an  Acting  Chief  Justice 
of  the  High  Court  of  Calcutta  in  1864' and  1865,  and  also  with  the 
Government  of  Bombay  relative  to  the  Appointment  of  an  Acting  Chief 
Justice  of  the  High  Court  of  Bombay  in  .1868;  with  other  Papers 
connected  with  the  Subject." 


India  Office,    \  H.  L.  ANDERSON,  Secretary, 

11  May  1868. J  Judicial  and  Legislative  Department 


{Sir  Stafford  Northcote.)  , 


(hdercdy  Uy  The  House  of  Commons,  to  ho  Printed, 
12  May  i868. 
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COPY  of  Correspondence  between  the  Secretary  of  State  and  the 
Government  of  India  relative  to  the  Appointment  of  an  Acting  Chief 
Justice  of  the  High  Court  of  Calcutta  in  1864  and  1865,  and  also 
with  the  Government  of  Bombay  relative  to  the  Appointment  of  an 
Acting  Chief  Justice  of  the  High  Court  oi  Bombay  in  1868  ;  with 
other  Papers  connected  with  the  Subject. 


(Home  Department.— Judicial. — No.  26  of  11th  April  1864.) 

To  the  Right  Honourable  Sir  Charles  Wood,  Bart.,  g.c.b.,  Secretary  of 

State  for  India. 
Sir, 
You  will  perceive  from  the  accompanying  correspondence*  that  the  Honour-  *  From  Clerk  to 
able  the  Chief  Justice  of  the  High  Court  at  this  Presidency  is  under  the  Chief  Justice, 
necessity  of  proceeding  to  Europe  on  leave.  ^^^^  ^^S^  \^^^' 

•^         ^  ^  ^  ary,and£nolo8ure. 

2.  Sir  Barnes  Peacock  proposes  to  leave  Calcutta  by  the  steamer  of  the  12th  To  ditto,  No.  leie, 
instant,  and  to  resume  his  duties  in  the  month  of  January,  or  early  in  February  ^**®^  ®*  March. 
1865. 

3.  We  have  appointed  the  Honourable  J.  P.  Norman,  one  of  the  Puisne 
Judges  of  the  court,  to  officiate  as  Chief  Justice  during  Sir  Barnes  Peacock's 
absence,  and  to  draw,  while  so  officiating,  a  deputation  allowance  of  1,000 
rupees  per  mensem  in  addition  to  his  present  salary. 

4.  We  have  selected  Mr.  A.  T.  T.  Peterson,  Barrister  at  Law,  to  officiate  in 
the  room  of  Mr.  Norman,  as  a  Puisne  Judge  of  the  High  Court. 

5.  We  have  to  report  further  that  Mr.  H.  T.  Raikes  and  Mr,  Louis  Jackson, 
Puisne  Judges  of  the  court,  have  obtained,  under  Section  6,  Clause  1,  of  the 
Civil  Service  Absentee  Rules,  leave  of  absence  on  medical  certificate,  the  former 
for  nine  months,  and  the  latter  for  fifteen  months.  Both  these  gentlemen 
propose  to  leave  Calcutta  by  the  steamer  of  the  12th  instant. 

6.  We  have  appointed  Mr.  Glover  to  officiate  as  a  Judge  of  the  High  Court. 
He  will  eventually  supply  Mr.  Raikes'  place  ;  but  we  have  directed  him  to  take 
his  seat  at  once  to  supply  the  place  of  Mr.  G.  Campbell,  of  whose  deputation 
to  Agra  you  have  been  apprised  by  our  Despatch,  No.  25,  dated  the  9th 
instant 

7.  On  the  return  of  Mr.  H.  V.  Bayley  from  the  three  months'  privilege 
leave  granted  to  him  in  February  last,  Mr.  Elphin stone  Jackson,  who  is  at 
present  officiating  for  him,  will  be  available  for  the  vacancy  that  will  be 
caused  on  tlie  Bench  by  the  intended  departure  on  sick  leave  of  Mr.  Louis 
Jackson. 

8.  We  trust  these  arrangements  will  have  the  approval  of  Her  Majesty's 
Government. 

9.  We  have  assigned  to  Mr.  Peterson,  and  also  to  Mr.  Macpherson,  whose 
appointment  as  a  Puisne  Judge,  vice  Mr*  H.  Mills  deceased,  was  reported  in 
our  letter  No.  22,  dated  the  29th  ultimo,  the  full  salary  of  the  appointment^ 
viz.,  at  the  rate  oif  50,000  rupees  per  annum.  And  for  the  reasons  given  in  the 
accompanying  Minute  by  our  honourable  colleague,  Mr.  Harington,  in  which 
we  entirely  concur,  we  have  ruled  that  both  Mr.  Elphinstone  Jackson  and 
Mr.  Glover  shall,  from  the  date  of  the  latter's  appointment,  similarly  draw  the 
full  allowances  of  the  office,  so  that  all  the  Acting  Judges  of  the  High  Court 
may,  as  regards  salaries,  be  placed  on  the  same  footing.  We  strongly  recom- 
mend this  rule  for  your  approval  and  confirmation.  In  any  case  we  shall  feel 
obliged  by  definite  rules  being  laid  down  for  our  future  guidance  as  to  the 
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allowances  to  be  assigned  to  barristers,  members  of  the  Indian  Covenanted 
Civil  Services,  and  others  when  acting  as  Chief  Justice  or  as  Puisne  Judges  of 
the  High  Court. 

10.  Whatever  decision  Her  Majesty's  Government  may  come  to  on  these 
points,  we  beg  that  it  may  not  affect  the  grant  of  the  allowances  to  the  Judges 
whose  appointments  are  now  reported. 

We  have,  &c. 
(signed)         John  Lawrence. 
R.  Napier. 
H.  B.  Harington. 
H.  8.  Maine. 
Fort  William,  11  April  1864.  W.  Grey. 


(Judicial.--8  March  1864.) 


No.  18. — From  E.  B.  Peacock,  Esq.,  Clerk  to  the  Chief  Justice,  to  E.  C.  Bayley^  Esq., 
Secretary  to  the  Government  of  India ;  dated  29th  February  1864. 

I  AM  requested  by  the  Chief  Justice  to  state  that  he  has  been  advised  bv  Dr.  Macrae 
to  visit  Europe  for  the  benefit  of  his  health  ;  and  I  am  desired  to  enclose,  K>r  submission 
to  his  Excellency  the  Governor  General  in  Council,  a  medical  certificate,  imder  the 
provisions  of  Clause  4,  Section  3,  of  the  Despatch  from  the  Right  Honourable  the  Secre- 
tary of  State,  Judicial,  No.  15,  dated  17th  February  1863. 

The  C^ief  Justice  proposes,  should  his  Excellency  in.  Council  see  no  objection,  to  leave 
Calcutta  by  the  steamer  of  the  9  th  of  April  next,  and  to  resunie  his  duties  in  the  month 
of  January,  or  early  in  February  1865. 


No.  19. — Cbrtificate. 


I  DO  hereby  certify  that  the  Honourable  Sir  Barnes  Peacock,  Chief  Justice  of  Ben^, 
is  in  a  bad  state  of  health,  and  that  to  the  best  of  my  judgment,  after  careful  consideration 
of  his  case,  I  believe  leave  of  absence  for  a  period  of  12  months,  to  visit  Europe,  is  abso- 
lutely necessary  for  his  recovery. 

(signed)        A.  Macrae,  M.D., 
Calcutta,  19  February  1864.  Presidency  Surgeon. 


(Judicial.— 8  March  1864.) 


No.  20.  —From  E.  C.  Bayleu,  Esq.,  Secretary  to  the  Government  of  India,  to  J?.  B.  Peacock, 
Esq.,  Clerk  to  the  Chief  Justice  (No.  1616) ;  dated  8tii  March  1864. 

I  AM  directed  to  acknowledge  the  receipt  of  your  letter,  dated  the  29th  ultimo,  and  in 
reply  to  inform  you  that  the  Governor  GeneraJ  in  Council  learns  with  much  regret  the 
necessity  which  exists  for  the  Honourable  the  Chief  Justice's  proceeding  to  Europe  on 
leave.  His  Excellency  in  Council,  I  am  to  add,  sees  no  objection  to  tiie  Chief  Justice's 
proposal  to  leave  Calcutta  by  the  steamer  of  the  9th  proximo. 


(Judicial.— 28  March  1864.) 


No.  93.r— From  E.  CBayleyylisq.,  Secretary  to  the  Government  of  India,  to  F.  R.  Coekerell, 
Esq.,  Officiating  Secretary  to  the  Government  of  Bengal  (No.  2201) ;  dated  28th  March 
1864. 

I  AM  directed  to  request  that  the  Honourable  the  Lieutenant  Governor  will  be  so  good 
as  to  place  the  services  of  Mr.  F.  A.  B.  Glover,  of  the  Civil  Service,  temporarily  at  the 
disposal  of  the  Government  of  India,  with  a  view  to  his  being  appointed  to  officiate  as  a 
Judge  of  the  High  Court  of  Judicature  at  Calcutta. 
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(Judicial.— 28  March  1864.) 

No.  94.— From  E.  C.  5ay&y,E8q.,  Secretary  to  the  Government  of  India,  to  E.  B.  Peacock,, 
Esq.,  Clerk  to  the  Chief  Justice  (No.  2205) ;  dated  28th  March  1864. 

With  reference  to  your  letter,  dated  the  24th  instant,  I  am  directed  to  state,  for  the 
information  of  the  Honourable  the  Chief  Justice,  that  under  the  provisions  of  the  Act  of 
Parliament,  24  &  25  Vict.  cap.  104,  sec.  7,  the  Governor  General  in  Council  has  been 
pleased  to  appoint  F.  A.  B.  Glover,  Esq.,  of  the  Bengal  Civil  Service,  to  officiate  tempo- 
rarily as  a  Judge  of  the  High  Court  of  Judicature  at  Fort  William  in  Bengal. 

2.  Mr.  Glover  has  been  instructed  to.  proceed  to^he  Presidencv  at  his  earliest  conve- 
nience, for  the  purpose  of  taking  his  seat  in  the  High  Court,  and  thus  setting  free  the 
services  of  the  Honourable  Mr.  G.  Campbell  for  the  object  indicated  in  my  letter. 
No.  2065,  dated  23rd  instant. 


(Judicial.— 28  March  1864.). 

No.  95. — From  E.  C.   Bayley,  Esq.,  Secretary  to  the  Government  of  India,  to 
F.  A.  B.  Glover,  Esq.,  Civil  Service  (No.  2202)  ;  dated  28th  March  1864. 

I  AM  directed  to  acquaint  you  that,  under  the  provisions  of  the  Act  of  Parliament, 
24  &  25  Vict  cap.  104,  sec.  7,  the  Governor  General  in  Council  has  been  pleased  to 
appoint  you  to  officiate  as  a  Judge  of  the  High  Court  of  Judicature  at  Fort  William  in 
Bengal. 

2.  You  are  requested  to  proceed  to  the  Presidency  at  your  earliest  convenience,  for  the 
purpose  of  relieving  Mr.  Campbell,  who  has  been  nominated  to  a  special  duty. 

3.  Your  allowances,  while  officiating  as  a  Judge  of  the  High  Court  of  Calcutta,  will  be 
made  up  as  a  special  case  to  3,000  rupees  a  montL 


(No.  2203.) 

Copy  forwarded  to  the  Financial  Department  for  the  issue  of  su6h  further  orders  as 
may  be  necessary  in  that  department  with  reference  to  paragraph  3. 


(Judicial— 28  March  1864.) 

No.  96.— Notification,  No.  2294;  dated  28th  March  1864. 

Under  the  provisions  of  the  Act  of  Parliament,  24  &  25  Vict.  cap.  104,  sec.  7,  the 
Governor  General  in  Council  has  been  pleased  to  appoint  Mr.  Frederick  Augustus 
Bernard  Glover,  of  the  Bengal  Civil  Service,  to  officiate  until  further  orders  as  a  Judge 
of  the  High  Court  of  Judicature  at  Fort  WilUam  in  Begnal. 

(signed)        E.  C.  Bayley, 
Secretary  to  the  Government  of  India. 


Minute  by  the  Honourable  H.  B.  Harington,  concurred  in  by  His  Excellency  the 
Governor  General  and  other  Members  of  Council ;  dated  9th  April  1864. 

The  question  as  to  the  allowances  to  be  received  by  members  of  the  English  and  Scotch 
bars,  and  of  the  Bengal  Covenanted  Civil  Service,  appointed  to  officiate  as  Chief  O^ustice 
or  as  Puisne  Judges  of  the  High  Court  of  Judicature  at  Calcutta,  was  lately  discussed 
in  Council,  and  it  was  decided  that  the  judge  appointed  to  act  as  Chief  Justice  m  the  place 
of  the  Honourable  Sir  Barnes  Peacock,  the  state  of  whose  health  has  unfortunately  obliged 
him  to  take  leave  for  some  months,  should  receive,  while  so  acting,  1,000  rupees  a  month 
in  addition  to  the  salary  (50,000  rupees  per  annum)  which  he  draws  as  a  Puisne  Judge; 
that  the  two  barrister  judges  appointed  to  act,  one  m  the  room  of  the  late  Mr.  Mills,  and 
the  other  for  the  Puisne  Judge  appointed  to  act  as  Chief  Justice,  should  each  receive  the 
full  salary  of  the  appointment,  viz.,  at  the  rate  of  50,000  rupees  per  annum,  and  that  the 
Civilian  Judge  (Mr.  Glover),  appointed  to  act  for  one  of  the  Civilian  Judges  of  the  High 
Court,  who  has  obtained  leave  on  medical  certficate,  should,  while  so  acting,  receive  at 
the  rate  of  36,000  rupees  per  annum.  At  the  date  of  this  decision  Mr.  Glover,  who  had 
recently  returned  from  furlough,  held  no  permanent  appointment,  and  the  deputation  or 
acting  allowance  which  he  womd  have  been  entitled  to  oraw  as  an  acting  Puisne- Judge  of 
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the  High  Court  at  Calcutta,  under  the  rules  applicable  to  members  of  the  Indian  Covenanted 
Civil  Service  holding  acting  appointments,  would  have  amounted  to  only  R$,  2,423  8.  11. 
a  month.  The  obvious  inadequacy  of  this  allowance  for  an  officer  discharging  the  arduous 
and  responsible  duties  of  a  judge  of  the  High  Court,  induced  the  Grovemment  to  regard 
Mr.  Glover's  case  as  a  special  one,  and  to  order  that  he  should  receive  the  allowance  above 
mentioned.  Mr.  Glover  has  now  been  appointed  to  a  Civil  and  Sessions  Judgeship ;  and 
he  will,  therefore,  fall  under  the  rules  applicable  to  members  of  the  Covenanted  Civil 
Service  acting  in  an  appointment  other  tnan  that  permanently  held  by  them.  Under 
these  rules  he  will  draw  an  acting  allowance  of  Rs,  616  10.  8.  a  month  in  addition  to  the 
salary  (2,500  rupees)  of  his  substantive  appointment,  making  a  total  of  3,116  rupees  a 
month,  or  37,392  rupees  a  year.  This  is  the  salary  which  Mr.  Elphinstone  Jackson,  who 
is  also  acting  as  a  judge  of  the  High  Court,  has  been  drawing  during  the  whole  time  that 
he  has  been  so  acting,  or  for  about  12  months. 

As  regards  the  tWo  barrister  judges  who  have  recently  been  appointed  to  officiate  in  the 
High  Court,  one  of  them  (Mr.  Macpherson)  holds  the  appointment  of  Secretary  to  the 
Government  of  Bengal  in  the  Legislative  Department,  the  salary  of  which  is  1,500  rupees 
per  mensem  ;  and  in  his  case  the  rule  applicable  to  members  of  the  Uncovenanted  Civil 
Service,  when  holding  acting  appointments,  might  have  been  applied.  The  other  gentleman 
(Mr.  Peterson)  holds  no  appointment,  and  there  is  no  rule  applicable  to  him.  *  Having 
regard  to  Mr.  Peterson's  position  at  the  bar,  I  do  not  think  that  the-Govemment,  in  appoint- 
ing him  to  officiate  as  a  judge  of  the  Hi^h  Court,  could  have  offered  him  less  than  the  full 
salary  of  the  appointment ;  and  I  also  thmk  that,  as  respects  salary,  the  Government  would 
not  have  been  warranted  in  making  a  distinction  between  Mr.  Macpherson  and  Mr. 
Peterson. 

It  is  well  known  that  both  the  Advocate  General  (Mr.  Cowie)  and  the  late  Officiating 
Advocate  General  (Mr.  Graham)  declined  to  act  as  Puisne  Judges  of  the  High  Court, 
when  offered  the  appointment,  solely  in  consequence  of  their  emoluments  at  the  Bar 
far  exceeding  any  salary  that  the  Government  could  give  them.  Even  if  allowed  the 
full  salary  of  the  appointment,  while  acting  as  a  judge  of  the  High  Court,  I  fear  that 
great  difficulty  will  frequently  be  experienced  in  inducing  any  barrister  of  character 
and  sufficient  standing  to  accept  an  acting  judgeship  in  the  High  Court;  and  it  is  hope- 
less  to  expect  that  any  banister  of  character  and  sufficient  standing  will  agree  to  act  in 
the  court  if  he  is  to  receive  very  much  less  than  the  full  salary.  Wherefore  I  think 
we  must  make  up  our  minds  that,  in  order  that  we  may  be  able  to  command  the  services 
of  competent  barristers  to  officiate  as  judges  of  the  High  Court,  when  vacancies  occur 
amongst  the  barrister  judges,  the  acting  judge  must  be  allowed  the  ftill  salary  of  the 
appointment.  If  this  be  conceded,  I  am  of  opinion  that  the  same  rule  must  be  followed 
as  respects  the  civilian  judges.  I  do  not  think  that  the  invidious  distinction  which  now 
exists  can  be  maintained ;  and  that  while  the  acting  barrister  judge  is  drawing  atthe  rate 
of  50,000  rupees  per  annum,  the  civilian  judge  wno  may  be  of  higher  standing  in  the 
court,  and  who  performs  precisely  the  same  duties,  can  be  allowed  to  go  on  drawmg  only 
37,392  rupees  per  annum. 

I  venture  to  suggest  that  the  Secretary  of  State,  with  whom  it  rests,  under  Section  6  of 
the  Act  of  Parliament  (24  &  25  Vict.  c.  104)  for  establishing  high  courts  of  judicature  in 
India,  to  fix  the  salaries  and  allowances  of  the  chief  justices  and  judges  of  the  several 
high  courts,  be  at  once  addressed  in  the  sense  of  this  Minute^  and  that  in  asking  him  to 
lay  down  rules  for  fixing  the  allowanoes  to  be  received  by  banisters,  members  of  the 
Indian  Covenanted  Civil  Services,  and  others  when  acting  as  Chief  Justice  or  as  Puisne 
Judges  of  the  High  Court,  the  policy  of  allowing  the  Acting  Chief  Justice  or  Puisne  Judge 
to  draw  the  full  salary  of  the  appointment  be  strongly  urged. 

I  believe  we  may  safely  add,  that  the  adoption  of  this  recommendation  will,  in  all  pro- 
bability, not  lead  to  any  very  large  additional  expenditure ;  but  I  think  we  should  ex- 
press our  strong  conviction  that  whatever  may  be  the  extra  expense  incurred,  no  distino- 
tion  can  be  made  between  the  barrister  and  other  judges,  as  regards  their  acting  allow- 
ances, without  giving  rise  to  great  and  reasonable  dissatisfaction  amongst  the  judges 
affected  thereby,  and  without  very  great  detriment  to  the  efficiency  of  the  high  courts, 
whereby  the  public  interests  must  seriously  suffer. 

H'  JB.  Harington. 

I*  agree  to  Mr.  Harington's  proposals.  I  think  that  the  two  classes  of  judges  ought  to 
be  just  on  the  same  footing,  and  I  would  recommend  that  it  now  be  done  from  the  date 
of  IVIr.  Glover's  appointment. 

II  April  1864.  (signed)        John  Lawrence. 

I  heartily  concur. 
11  April  1864.  (signed)  R.Napier. 

We  also  entirely  concur. 
1 1  April  1864.  (signed)         ff.  S.  Maine. 

C.JS.  Tretyelaan. 
W.Grey. 
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(Judicial,  No.  50). 

To  His  Excellency  the  Right  Honourable  the  Governor  General  of  India 

in  Council. 
Sir,  India  Office,  London,  4  July  1864. 

Para.  L  Your  Desjmtch,  dated  11th  April   (No.    26)    1864,  reporting  the- 
arrangements  you  have  made  consequent  on  the  departure  from  India,  on  medi- 
cal certificates,  of  the  Chief  Justice  and  two  of  the  Puisne  Judges  of  the  High 
Court,  has  been  considered  by  me  in  Council. 

2.  The  arrangements  ihcis  reported  are  sanctioned  by  Her  Majesty's  Govern 
ment. 

3.  As  this  is  the  first  instance  of  the  appointment  of  an  Acting  Chief  Justice 
under  Section  7  of  the  Act  24  &  25  Vict,  cap.  104,  I  may  observe  that,  while 
approving  of  the  arrangements  you  have  made  upon  the  present  occasion,  I 
think  it  right  to  mention  that  it  was  competent  to  you  to  appoint  a  judge  taken 
from  the  Civil  Service  to  officiate  as  Chief  Justice,  if  you  had  deemed  it  advis- 
able to  do  so.  .  Cases  may  possibly  arise  where  it  would  be  advantageous  to 
appoint  a  civil  servant  to  officiate  as  Chief  Justice,  although  there  can  be  no 
doubt  that  generally  the  same  reasons  that  exist  for  the  appointment  of  a 
barrister  to  the  office  of  permanent  Chief  Justice  would  s^ply  equally  to  the 
temporary  appointment. 

4.  Concurring  in  your  opinion  that  the  acting  judges  should,  as  regards 
salaries,  be  placed  on  the  same  footing,  I  approve  of  your  resolution  to  give  the 
full  salary  of  the  appointment  to  each  of  the  judges  now  acting  in  the  Court. 
This  rule  will  take  eflFect  on  all  future  similar  occasions. 

5.  Understanding  that  the  arrears  have  now  been  greatly  reduced,  the  neces- 
sity for  keeping  up  the  present  number  of  judges  no  longer  exists.     With 
reference  to  the  provisions  of  the  2nd  section  of  the  High  Court  Act,*  the  re-  ♦  24  &  25  Vict 
duction  must  commence  with  the  judges  taken  from  the  Civil  Service,  and  1  c.  104. 
request  that  no  appointment  may  be  made  which  will  prevent  a  reduction  of 

the  Civil  Service  judges  being  made  at  the  close  of  the  year  1864. 

I  have,  &c. 
(signed)         C.  fVood. 


(No.  7  of  1864). 

Dissent  by  Sir  Erskine  Perry. 

(Dissent  and  Note  on  24  &  25  Vict.  c.  104). 

I  DISSENT  from  that  portion  of  the  Despatch  passed  this  day,  suggesting  to 
the  Government  of  India,  that  it  is  competent  to  them,  on  a  vacancy  in  the 
office  of  Chief  Justice  of  the  High  Court,  to  appoint  a  civilian  to  act  iu  the  post, 
for  the  following  reasons  : 

1.  Because  I  think  it  is  doubtful  whether  such  an  appointment  is  valid  in 
law* 

2.  Because  I  think  it  is  inexpedient  to  volunteer  an  exposition  of  a  doubtful 
statute.  The  executive  Government  may  sometimes  be  called  upon  by  the 
exigencies  of  administration  to  put  their  own  construction  upon  an  ambiguous 
Act  of  Parliament,  but  no  such  necessity  has  arisen  here  ;  the  Government  of 
India  has  raised  no  question ;  the  law  undoubtedly  requires  that  the  Chief 
Justice  should  be  a  barrister ;  at  the  time  of  the  present  vacancy,  there  were 
three  barrister  judges  on  the  bench,  all  selected  by  the  present  Secretary  of 
State  for  their  competency  and  reputation  at  the  bar,  and  the  Government  of 
India  has  selected  the  senior  of  them^  Mr.  Justice  Norman,  to  act  as  Chief 
Justice. 

3.  Because  sound  policy,  as  wdl  as  the  express  words  of  the  law,  requiring 
the  Chief  Justice  to  be  a  banister,  all  the  arguments  in  favour  of  a  barrister 

^^4*  A  4  holding 
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holding  that  office,  apply  equally  to  an  Acting  Chief  Justice.  Indeed,  in  point 
of  law,  I  conceive  that  there  is  no  distinction  between  the  two  offices,  and  that 
the  person  appointed  to  act  as  Chief  Justice  during  a  vacancy  is,  in  law,  com- 
plete Chief  Justice. 

Suppose  the  law  enacted  that  it  should  be  penal  for  a  Chief  Justice  to  do  so- 
.  and-so,  would  it  be  an  ai^swer  to  an  indictment  that  he  was  only  Acting  Chief 
Justice  ?  Suppose  again,  the  Admiralty  law  required  the  Chief  Justice  to  take 
such  and  such  proceedings  to  hold  a  criminal  trial,  and  appoint  a  surrogate,  &c., 
is  it  not  clear  that  all  these  duties  would  fall  on  the  acting  Chief  Justice  ?  Is 
not,  in  fact,  the  term  *^  Acting  "  a  mere  word  of  convenience  for  Indian  admi- 
nistration,  and  without  any  special  signification  in  law  ? 

4.  Because  to  promote  a  civilian  judge  to  the  chief  justiceship,  over  the 
heads  of  the  barrister  judges,  will  be  extremely  obnoxious  to  the  legal  pro- 
fession in  England,  and  will  greatly  increase  the  difficulty,  now  very  great,  for 
the  Minister  for  India  to  select  competent  men,  from  the  English  or  Irish  bar 
for  judgeships  in  the  High  Courts  of  India. 

5.  Because  the  direct  tendency  of  the  paragraph  in  question  is  to  encourage 
the  local  Governments  of  India,  who  are  always  more  or  less  civilian  govern- 
ments, to  appoint  civilians  to  the  bench. 

6.  Because  the  ablest  civilians  who  may  be  selected  for  the  chiefship  would  be 
more  usefully  employed  in  other  offices  of  administration,  where  their  experi- 
ence, knowledge  of  native  languages,  and  training,  would  fully  come  into  play, 
whereas,  far  less  able  barrister  judges,  who  had  devoted  themselves  solely  to 
the  study  of  law  and  jurisprudence,  and  to  forensic  practice,  would  be  more 
useful  members  of  a  court  of  justice  administering  English  law  and  the  written 
codes  of  the  Hindus  and  Mahometans. 

7.  Because,  if  a  civilian  is  appointed  head  of  the  court,  he  would  fail  to  give 
satisfaction  to  the  European  public  and  to  the  bar,  if  he  attempted  to  administer 
the  English  law  of  equity,  or  the  common  law,  or  the  law  merchant,  or  Admi- 
ralty law,  or  exercised  the  functions  of  Chief  Justice  or  Vice- Admiral,  over  crimes 
committed  on  the  high  seas. 

8.  Because,  if  the  civilian  Chief  Justice  declined  to  exercise  these  various 
functions,  it  would  be  an  avowal  on  his  part  that  he  was  not  competent  to 
exercise  the  most  important  duties  of  his  office. 

9.  Becatse,  if  he  exercised  his  powers  of  deputing  one  barrister  judge  to  sit, 
as  to  one  portion  of  such  duties,  and  one  to  another,  it  would  naturally  give 
great  offence  to  his  professional  brethren,  who  would  distrust  his  powers  to 
gauge  their  respective  proficiency  in  common  law,  equity,  &c. 

10.  Because  enlightened  pubhc  opinion  in  India,  irrespective  of  any  profes- 
sional interests,  whether  of  barristers  or  civilians,  is  strongly  in  favour  of  the 
superior  courts  of  justice  being  presided  over  by  legally  trained  judges,  as  an 
example  of  which  may  be  cited  the  late  report  of  Sir  Hercules  Robinson  on 
the  Straits  Settlements,  where  he  says,  with  reference  to  the  Recorders'  courts, 
f*  there  can  be  no  question  that  the  presence  on  the  bench  of  unprofessional 
judges  is  no  longer  suitable." 

11.  Because  the  unavoidable  result  of  the  erection  of  the  High  Court  has 
been  to  diminish  the  position  and  status  formerly  held  by  the  barrister  judges  of 
the  Supreme  Court ;  and  as  the  late  Supreme  Court  was  a  most  successful 
institution,  any  further  diminution  of  the  position  of  barrister  judges,  not 
imperatively  called  for  by  the  public  interests,  is  inexpedient. 

Note  on  24  &  25  Vict.  cap.  104. 

Section  7?  of  24  &  25  Vict.  cap.  104,  enables  the  Governor  General,  or  the 
Governor  in  Council,  "  on  the  vacancy  in  the  office  of  Chief  Justice,  and  during 
the  absence  of  a  Chief  Justice, "  to  "  appoint  one  of  the  judges  of  the  same  High 
Court  to  perform  the  duties  of  Chief  Justice  of  the  said  court,  until  some  person 
has  been  appointed  by  Her  Majesty,"  &c.  &c. 

These  words,  taken  by  themselves,  seem  to  mean  that  the  local  Government 
may  appoint  any  one  of  the  existing  judges  to  the  vacant  appointment     But 
if  a  civilian  were  selected  for  the  appointment,  and  the  validity  of  the  appoint- 
ment 
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ment  were  questioned  in  a  court  of  justice,  it  is  probable  that  the  judges 
would  couple  section  3  with  section  7»  so  as  to  ascertain  what  was  the  composi- 
tion of  the  court,  and  what  the  qualifications  of  the  judges. 

If  they  did  this,  they  would  find  that  by  law  the  court  must  consist  of  three, 
or  possibly  of  two  judges  at  the  least,  and  might  consist  of  as  many  as  sixteen, 
one-third  of  whom  must  be  barristers.  That  is,  there  must  always,  by  law,  be 
at  least  one  barrister  and  one  civilian  in  the  court,  and  there  might  be  ag  many 
as  six  of  each.     By  law  also,  the  Chief  Justice  must  be  a  barrister. 

On  a  vacancy  occurring  then,  or  during  the  absence  of  a  Chief  Justice,  it  is 
possible  that  the  judges  would  hold  that  the  powers  of  selection  given  to  the 
local  Government  to  select  an  Acting  Chief  Justice  out  of  the  existing  judges, 
must  be  subject  to  the  same  limitations  as  are  imposed  on  the  Queen  to  select  a 
Chief  Justice  ;  and  I  think  this  is  the  sound  construction  of  the  Act. 

For,  1st.,  the  Act  does  not  propose  to  give  greater  powers  of  selection  to  the 
Governor  General  than  to  the  Queen,  but  less ;  yet  the  Queen  clearly  cannot 
appoint  a  civilian. 

2nd.  All  the  arguments  on  the  policy  of  the  Act  in  favour  of  requiring  the 
Chief  Justice  to  be  a  barrister,  apply  equally  to  an  Acting  Chief  Justice.  There 
is  no  distinction  whatever  between  the  functions  and  duties  of  the  two  oflScers ; 
indeed,  in  law,  there  would  seem  to  be  no  other  distinction  than  that  the  one 
is  permanent,  the  other,  temporary  chief  justice. 

3rd.  But  it  is  said,  suppose  the  case  of  there  being  no  barrister  judge  in  the 
court,  what  must  the  Government  do  r  I  reply,  no  such  case  could  occur.  Even 
if  all  the  barrister  judges  were  to  drop  down  dead  at  once,  or  there  were  only 
one  barrister  judge  in  the  court,  and  the  Chief  Justice  going  away  on  leave,  it 
would  be  the  duty  of  the  Government  to  appoint  barrister  judges  within  the 
legal  limits,  and  from  the  puisne  judge  or  judges  so  appointed  to  appoint  a 
Chief  Justice. 

30  June  1864.  (signed)        E.Perry. 


(Home  Department. — Judicial. — No.  47,  of  1865.) 

To  the  Right  Honourable  Sir  Charles  Wood,  Bart.,  g.c.b.,  Secretary  of 

State  for  India. 
Sir,  Simla,  10  August  1865. 

Thb  Chief  Justice  of  the  High  Court  having  found  it  necessary  to  proceed 
to  the  hills  for  a  period  of  three  months  for  the  benefit  of  his  health,  we  have 
appointed  Charles  Binney  Trevor,  Esq.,  the  senior  Judge  of  the  Court,  to 
officiate  as  Chief  Justice  during  Sir  Barnes  Peacock's  absence. 

We  have,  &c. 
>,8igned)        John  Lawrence. 
W.  Mansfield. 
IV.  Grey. 
G.  N.  Taylor. 
W.  N.  Massey. 
H.  M.  Durand. 


(Judicial.— No.  63.) 

To  His  Excellen(!y  the  Right  Honourable  the  Governor  General  of 

India  in  Council. 

Sir,  India  Office,  London,  31  October  1865. 

I  HAVE  to  acknowledge  the  receipt  of  your  Despatch,  dated  10th  August, 
No.  A7j  of  1865,  notifying  the  appointment  of  Charles  Binney  Trevor,  Esq.,  to 
officiate  as  Chief  Justice  of  the  High  Court  during  the  absence  of  Sir  B. 
Peacock,  who  has  proceeded  to  the  hills  for  a  period  of  three  months  for  the 
benefit  of  his  health. 

I  have,  &c. 
(signed)         C.  Wood. 

264.  B 
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(No.  3,  of  1868.— Judicial  Department.) 
To  Her  Majesty's  Principal  Secretary  of  State  for  India  in  Council,  London. 

Right  Honourable  Sir, 

We  have  the  honour  to  inform  you  that  We  have  granted  to  the  Honourable 
Sir  Richard  Couch,  Chief  Justice  of  Fler  Majesty's  High  Court  of  Judicature, 
privile2:e  leave  of  absence  for  three  months  from  the  15th  proximo. 

2.  We  have,  under  the  provisions  of  section  7  of  Act  24  &  25  Vict.  c.  104, 
appointed  the  Honourable  Henry  Newton,  Judge  of  the  High  Court,  to  act  as 
Chi^  Justice  dimng  the  absence  of  Sir  Richard  Couch. 

We  have,  &c. 
(signed)         Wm.  It.  Seymour  V.  Fitzgerald. 
B,  //.  Ellis. 
Bombay  Castle,  28  February  1868.  S.  Mansfield. 


(Judicial.) 

To  His  Excellency  the  Right  Honourable  the  Governor  in  Council,  Bombay. 

Sir,  India  Office,  30  April  (No.  14)  1868. 

The  Despatch  of  your  Excellency  in  Council,  dated  28th  February,  No.  3,  of 
1868,  announcing  that  privilege  leave  of  absence  for  three  months  had  been 
^nted  to  Sir  Wchard  Couch,  and  that  the  Hon.  Mr.  Justice  Newton  had 
been  appointed  to  act  as  Chief  Justice,  has  been  considered  by  me  in 
Council. 

2.  The  arrangement  thus  reported  is  sanctioned  by  Her  Majesty's  Govern- 
ment. 

3.  I  desire,  however,  to  draw  the  attention  of  your  Excellency  in  Council  to 
the  remark  at  the  close  of  the  3rd  paragraph  of  the  accompanying  Despatch, 
addressed  by  my  predecessor.  Sir  (5.  Wood,  to  the  Government  of  India  in  July 
1864. 

I  have,  &c. 
(signed)         Stafford  H.  Northcotc, 


(No.  4,  of  1868.) 

Dissent  by  Sir  Er shine  Perry ^  concurred  in  by  Sir  G.  R.  Clerk. 
and  by  Sir  Bar  tie  Fi^ere. 

I  DESIRE  to  record  my  dissent  from  the  Despatch  of  this  day,  confirming  the 
appointment  of  a  civilian  judge  as  provisional  Chief  Justice  in  Bombay,  on  two 
grounds. 

1st.  I  think  it  id  of  very  doubtful  legality,  and  as  I  understand  many  lawyers 
are  of  the  Same  opinion,  it  appears  to  me  that  the  law  officers  of  the  Crown 
should  be  consulted.  On  this  ground  I  beg  to  refer  to  the  reasons  1  recorded 
on  the  30th  June  1864,  when  the  Secretary  of  State  volunteered,  as  I  thought, 
an  exposition  of  a  doubtful  Act  of  Parliament. 

2nd.  Even  if  the  strict  terms  of  the  law  enable  the  local  governments  to 
appoint  a  civilian  provisional  Chief  Justice,  all  the  same  reasons  which  require 
professional  knowledge  and  legal  training  in  the  permanent  Cidef  Justice,  who 
must  by.  law  be  a  barrister,  apply  to  an  acting  Chief  Justice,  and  therefore  the 
present  appointment  is  a  violation  of  the  policy  of  the  law,  unless  there  are 
exceptional  circumstances  to  justify  it,  none  of  which  appear,  or,  as  I  believe, 
exist.  Sir  Charles  Sargent,  who  was  formerly  Chief  Justice  at  Corfu,  and 
Mr.  Justice  Westropp,  formerly  an  eminent  barrister  at  the  Bombay  Bar,  are 
both  on  the  Bombay  Bench,  and  either  of  them  is  available  for  the  appointment. 

23  April  1868.  (signed)         E.  Perry, 

I  concur. 
(signed)         G.  Clerk. 
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Dissent  by  Sir  H.  B.  E.  Frere. 

I  CONCUR.  I  think  a  reference  to  the  law  officers  is  essential  to  the  safety  of 
any  civilian  wbo  may  be  appointed  to  act  as  Chief  Justice,  in  the  possible  event 
of  the  validity  of  bis  acts  being  challenged. 

(signed)         H.  B.  E.  Frere. 


Opinion  in  support  of  the  Draft  to  Bombay,  Judicial  Department,  relative  to 
the  Appointment  of  Mr.  Newton  to  act  as  Chief  Justice  of  the  High  Court. 

Having  supported  the  Despatch  of  the  23rd  April  1868,  approving  of  the 
appointment  of  Mr.  Newton  to  perform  the  duties  of  Chief  Justice  of  the  Court 
at  Bombay  during  ihe  absence  of  Sir  Richard  Couch,  I  wish  to  assign  my 
reasons,  as  the  legality  of  the  appointment  was  questioned  in  Council  because 
Mr.  Newton  was  not  a  barrister.  When  the  Act  establishing  High  Courts  in 
India  (24  &  25  Vict.  c.  104)  was  under  consideration,  I  distinctly  recollect 
that  the  expediency  of  requiring  the  judge  appointed  to  act  during  the  absence 
of  the  Chief  Justice  to  be  a  barrister  was  fully  considered,  and  it  was  determined 
not  to  do  so,  but  to  leave  it  open  to  the  Government  to  appoint  any  one  of  the 
judges  of  the  same  court.  Not  wishing  to  trust  to  my  own  memory,  I  wrote  to 
Mr.  Hawkins,  who  was  then  our  Judicial  Secretary,  and  who  framed  the  Act, 
and  I  read  in  Council  his  reply,  entirely  confirming  my  recollection.  I  shall 
now  proceed  to  show  that  the  provisions  of  the  Act  are  in  accordance  with  the 
intention.  The  Act,  after  stating  the  number  of  the  judges,  and  from  whom 
they  are  to  be  selected,  adds :  "  Provided  that  not  less  than  one-third  of  the 
Judges  of  such  High  Courts  respectively,  including  the  Chief  Justice,  shall  be 
barristers'* 

The  Chief  Justice  is  thus  includtftd  in  the  third  required  to  be  barristers,  but 
there  is  no  special  enactment  as  to  him.  The  Act  then  points  out  the  course 
to  be  pursued  during  any  absence  of  a  Chief  Justice  or  other  Judge  of  the 
High  Court.  The  contingencies  of  health  in  India  rendered  such  a  provision 
necessary,  and  the  enactment  is  clear  and  distinct. 

With  regard  to  judges  other  than  the  Chief  Justice  it  is  as  follows  :  *'  It  shall 
be  lawful  for  the  Governor  General  in  Council,  or  Governor  in  Council,  as  the 
case  may  be,  to  appoint  a  person  mth  such  qualifications  as  are  required  in 
persons  to  be  appointed  to  the  High  Court.''  But  with  regard  to  the  Chief 
JuBtice,  it  runs  thus :  "  During  any  absence  of  a  Chief  Justice,  the  Governor 
G^eral  in  Council,  or  the  Governor  in  Council,  as  the  case  may  be,  shall  appoint 
one  of  the  Judges  of  the  same  High  Court  to  perform  the  duties  of  Chief 
Justice  of  the  said  CJourt,"  omitting  the  words  ^*  with  such  qualifications  as  are 
required  in  the  person  to  he  appointed  Chief  Justice  of  the  High  Court''  and 
leaving  it  open  to  the  Government  to  appoint  any  one  of  the  judges  without  any 
restriction.  Tliis  is  not  the  first  time  that  a  civilian  judge  has  been  appointed 
to  act  during  tiie  absence  of  the  Chief  Justice.  In  August  1865,  Mr.  Trevor, 
a  civilian,  was  appdnted  to  act  as  Chief  Justice  in  the  High  Court  at  Calcutta 
during  the  absence  of  Sir  Barnes  Peacock.  That  appointment  was  never  ques- 
tioned by  Sir  Barnes  Peacock  or  the  other  barrister  judges  ;  and  in  the  present 
case  the  appointment  of  Mr.  Newton  has  not  been  questioned  by  the  Chief 
Justice  or  other  barrister  judges  of  the  High  Court  at  Bombay.  The  law 
appears  to  me  clear ;  it  has  been  acted  upon  by  the  Governments  at  Calcutta 
and  Bombay,  with  the  acquiescence  of  the  Judges  of  the  High  Courts  at  these 
Presidencies,  and  I  think  it  would  have  been  very  unwise  to  raise  doubts  by 
referring  the  matter  to  the  law  officers  of  the  Crown,  as  was  suggested. 

1  May  1868.  (signed)         J.  W.  Hogg. 
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RETURN  to  an  Address  of  the  Honourable  The  House  of  Commoiis^ 
dated  26  March  i8t)8;-3/ur, 


**  COPIES  of  Papers  showing  the  present  position  of  the  Question  of  a 
Contract  Law  for  India  :  *' 

**  And,  of  all  Reports  of  the  Indian  Law  Commissioners  on  the  Subject 
of  Contracts."'' 


India  Oflfice,  \  H.  L.  ANDERSON, 

29  April  J  868. J  Secretarj,  Jadicial  and  Legislative  DepartoMBt. 


(Jfr,  Kinnaird.) 


Ordered,  hy  The  House  of  Commons,  to  he  Printed, 
30  April  1868. 
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COPIES  of  Papers  showing  the  present  position  of  the  Question  of  a  Conteact 
Law  for  India;  and,  of  all  Reports  of  the  Indian  Law  Commissioners  on 
the  subject  of  Contracts. 


—  No.  L— 

Indian  Law  Commissioners  to  the  Under  Secretary  of  State  for  India. 

Indian  Law  Commission,  20,  Abingdon  Street, 
Sir,  31  July  1866. 

I  AM  directed  by  the  Indian  Law  Commissioners  to  transmit  their  Second 
Report  on  the  Substantive  Law  of  India. 

I  have,  &c. 
1  he  Under  Secretary  of  State  (signed)        FT.  Macpfierson. 

for  India. 


SECOND    REPORT. 

To  THE  Queen's  Most  Excellent  Majesty. 

We,  Your  Majesty's  Commissioners  appointed  to  prepare  a  body  of  substan- 
tive law  for  India,  have,  since  we  made  our  First  Report,  applied  ourselves  prin- 
cipally to  the  subject  of  contract,  which  affords  the  most  frequent  occasion  for 
litigation  in  all  parts  of  that  country,  and  on  which  we  are  satisfied  that  a  law 
can  be  framed  applicable  to  the  whole  population.  The  need  of  such  law  is 
manifest  on  a  view  of  the  existing  state  of  things ;  which,  in  general  terms,  may 
be  described  by  saying  that,  within  the  limits  of  the  Presidency  towns,  the  deci- 
sion of  suits  of  this  nature  is  practically  governed  by  the  law  of  England,  and  that 
everywhere  else  the  judge  is  to  a  great  extent  without  the  guidance  of  any  posi- 
tive law  beyond  the  rule  that  his  decision  shall  be  such  as  he  deems  to  be  in 
accordance  with  **  justice,  equity,  and  good  conscience.'* 

It  is  essential  that  this  large  subject  should  be  so  treated  that  the  rules  of  the 
several  branches  into  which  it  divides  itself  shall  form  a  consistent  system.  But 
we  do  not  think  it  necessary  or  expedient  to  refrain  on  this  account  from  follow- 
ing, with  respect  to  those  branches,  the  course  recommended  to  us  by  Your 
Majesty's  Secretary  of  State  for  India  on  our  appointment,  of  submitting,  as  the 
progress  of  our  labours  might  enable  us  to  frame  them,  successive  reports  on  the 
several  departments  of  law.  Accordingly  we  now  humbly  submit  to  Your 
Majesty  rules  of  law  which  we  have  prepared  on  the  subject  of  Contracts  in  gene- 
ral, of  the  Sale  of  Moveable  Property,  of  Indemnity  and  Guarantee,  of  Bailment, 
of  Agency,  and  of  Partnership.  The  early  enactment  of  these  rules  appears  to 
us  to  be  very  advisable. 

In  framing  them  we  have  deemed  it  expedient  to  depart,  more  or  less,  from 
the  English  law  in  several  particulars ;  of  which  we  proceed  to  specify  the  most 
important. 

In  accordance  with  the  principles  upon  which  we  prepared  the  rules  of  suc- 
cession, we  have  not  thought  it  necessary  to  place  married  women  under  any 
disability  to  contract. 

*We  have  not  adopted,  in  framing  these  ndes,  the  provisions  of  the  English 
Statute  of  Frauds,  which  require  certain  contracts  to  be  in  writing.  Those  pro- 
visions are  not  of  unquestionable  expediency  even  in  England  ;  and  we  think 
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that  they  are  not  suited  to  the  habits  and  present  condition  of  the  people  of 
India. 

We  have  considered  wheiher  it  would  bs  expedient  to  render  binding  in  law 
promises  made  without  consideration.  By  the  English  law,  such  promises  are 
held  to  be  binding  only  when  expressed  in  writings  under  seal.  We  have  not 
recognised  any  distinction  between  writings  under  seal  and  writings  not  under 
seal,  but  we  think  that  in  order  to  give  validity  to  promises  made  without  con- 
sideration, it  ought  to  appear  tliat  they  were  made  with  due  deliberation.  In 
order  to  attain  this  object,  we  propose  that  such  promises  shall  be  binding  only 
when  they  are  given  in  writing,  and  are  registered  with  the  permission  of  the 
promisor,  according  to  the  provisions  of  the  law  for  the  time  being  in  force  for 
the  registration  of  assurances. 

8. 82.  By  the  English  law,  a  promise  by  a  creditor  to  give  time  for  the  payment  of 

an  existing  debt,  or  the  acceptance  by  him,  in  full  satisfaction  of  liis  demand,  of 
a  smaller  sum  than  that  which  is  due  to  him,  is  not  binding  on  him  unless  there 
has  been  some  new  consideration  given  for  it,  such  as  an  undertaking  to  give  an 
additional  or  different  security,  or  to  pay  the  debt  in  a  manner  or  at  a  time 
more  advantageous  to  the  creditor  than  that  originally  agreed  upon ;  or  unless 
the  creditor's  engagement  to  take  less  than  his  due,  or  to  give  time,  be  contained 
in  a  composition  deed  or  agreement  entered  into  by  the  debtor  with  his  creditors 
generally;  but  a  slight  variation  of  the  terms  of  the  contract  will  satisfy  these 
conditions.  We  have  provided  that  a  person  who  is  entitled  to  claim  perform- 
ance of  an  engagement  may  dispense  with  or  remit  such  performance  wholly  or 
in  |)art,  or  may  accept  instead  of  it  any  satisfaction  which  he  thinks  fit. 

g.  52.  We  propose  that  the  extraordinary  remedy  of  an  order  for  Specific  Perform- 

ance should  be  restricted  to  the  case  of  engagements  for  the  creation  or  transfer 
of  any  interest  in  immovable  property,  or  for  the  delivery  of  any  specific  article 
of  moveable  property.  We  have  not,  however,  thought  it  right  to  include  in 
the  former  category  agreements  to  cultivate  land  in  a  particular  manner  or  to 
grow  particular  crops;  and  we  have  provided  that  Injunctions  shall  not  be 
granted  to  restrain  the  breach  of  ensfaficements  relating:  to  the  cultivation  of  land 
or  the  growing  of  particular  crops. 

With  regard  to  goods  sold  by  a  person  who  has  no  right  to  sell  them,  the 
general  rule  of  English  law  is,  that  the  owner  of  the  goods  retains  the  ownership 
notwithstanding  his  having  lost  the  possession  of  them,  and  their  having  been 
sold  to  a  third  person.  But  from  this  rule  there  is  an  exception  in  the  case  of 
goods  sold  in  open  market,  an  expression  which,  by  the  custom  of  London, 
applies  to  every  shop  within  the  city. 

It  cannot  be  denied  that  the  subject  is  difficult.  We  have  to  consider,  on  one 
hand,  the  hardship  suffered  by  an  innocent  person  who  loses  in  this  way  his 
right  to  recover  what  was  his  undoubted  property.  But,  on  the  other  hand,  still 
greater  weight  appears  to  us  to  be  due  to  the  hardship  which  a  bond  fide  pur- 
chaser would  suffer  were  he  to  be  deprived  of  what  he  bought.  The  lormer  is 
very  often  justly  chargeable  with  remissness  or  negligence  in  the  custody  of  the 
property.  The  conduct  of  the  latter  has  been  blameless.  The  balance  of  equi- 
table consideration  is  therefore  on  the  side  of  a  rule  favourable  to  the  purchaser: 
and  we  think  that  sound  policy  with  respect  to  the  interests  of  commerce  point  to 
the  same  conclusion. 

8. 80,  We  have  therefore  provided  that  the  ownership  of  goods  may  be  acquired  by 

buying  them  from  any  person  who  is  in  possession  of  them,  if  the  buyer  acts  in 
good  faith,  and  under  circumstances  which  are  not  such  as  to  raise  a  reasonable 
presumption  that  the  person  in  possession  has  no  right  to  sell  them. 

86.  80  and  176.  Similar  provisions  have  been  inserted — in  accordance,  we  may  observe,  with 

the  spirit  of  the  Factors'  Act — to  meet  the  cases  of  those  who  have  purchased 
goods  or  taken  them  by  way  of  pledge  from  persons  in  possession  of  any  docu- 
mentary title  to  the  goods,  where  the  circumstances  are  not  such  as  to  raise  a 
reasonable  presumption  that  the  person  in  possession  of  the  document  has  no 
right  to  sell  or  to  pledge  the  goods. 

It  would  seem  that  by  the  English  law  if  a  buyer,  or  any  person  claiming 
under  him,  is  by  reason  of  the  invalidity  of  the  seller's  title  deprived  of  the  thing 
sold,  he  cannot  claim  compensation  from  the  seller  for  loss  thereby  caused.  We 
propose  that  in  such  cases  the  seller  shall  be  responsible,  unless  a  contrary  inten- 
tion appears  by  the  agreement. 

In  order  to  avoid  the  litigation  which  arises  under  the  English  law  on  the 
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subject  of  the  distinction  between  penalty  and  liquidated  damages,  where  the 
contract  contains  a  stipulation  that  a  specified  sum  shall  be  paid  in  case  of  its 
breach,  we  propose  that  the  rule  of  law  shall  have  no  regard  to  that  distinction, 
but  simply  require  payment  of  the  specified  sum. 

In  dealing  with  the  lau'  of  Suretyship,  we  liave  not  thought  it  right  to  recog-  s.  184. 
nise  a  transaction  so  complicated,  and  tending  so  much  to  the  unfair  devolution 
of  liability  on  the  surety,  as  that  by  which  a  creditor  who  makes  a  composition 
with,  or  agrees  to  give  time  to,  or  not  to  sue,  the  principal,  may  yet  reserve  his 
rights  and  remedies  against  the  surety.  By  the  rule  which  we  propose,an  agreement 
between  the  creditor  and  the  principal,  by  which  the  creditor  makes  a  composi- 
tion with,  or  agrees  to  give  time  to,  the  principal,  or  not  to  sue  him,  will  dis- 
charge the  surety  ;  no  exception  being  made  in  favour  of  the  creditor  in  the  case 
where  he  has  endeavoured  t)  reserve  his  rights  and  remedies  against  the  surety. 
From  a  wish  to  avoid  subtleties,  and  the  attaching  of  unforeseen  consequences  to  s.  187. 
men's  actions,  we  have  provided  that  where  there  are  co-sureties,  a  release  of 
one  of  them  by  the  creditor  shall  not  discharge  the  others,  nor  free  that  one 
from  responsibility  to  them. 

Adopting  a  provision  of  the  French  and  Italian  codes,  we  propose  that  the  s.  I88. 
surety  shall  be  discharged  by  any  act  or  omission  of  the  creditor,  only  in  case 
the  eventual  remedy  of  the  surety  against  the  principal  is  thereby  impaired.  We 
also  propose  to  enact  that  where  upon  the  face  of  an  agreement  two  persons  are 
primarily  liable  to  a  tliird  person,  that  liability  shall  not  be  affected  so  far  as 
regards  the. third  person  by  an  arrangement  between  the  two,  that  one  of  them 
shall  be  liable  only  upon  the  defisiult  of  the  other,  even  although  such  arrange- 
ment may  have  been  known  to  the  third  person,  unless  he  was  a  party  to  the 
arrangement.  In  this  we  adhere  to  the  old  and  simple  doctrine  of  the  common 
law,  rejecting  the  qualifications  introduced  by  Courts  of  Equity. 

In  our  rules  on  the  subject  of  Bailment  we  have  discarded  the  complicated 
system  of  gradation  which  the  English  law  applies  to  the  amount  of  care  which 
a  bailee  is  to  be  expected  to  exercise,  and  the  responsibility  which  is  to  attach  to 
him  ;  and  we  have  framed  our  proposed  law  on  the  principle,  that  in  all  cases  of 
bailment  the  bailee  is  bound  to  take  as  much  care  of  the  goods  bailed  to  him  as 
a  man  of  ordinary  prudence  would  take  of  his  own  goods,  and  that  more  should 
not  be  required  of  him  in  any  case. 

We  have  endeavoured  to  improve  the  law  applicable  to  the  case  where  the 
bailor's  goods  have,  without  the  consent  of  the  bailor,  been  mixed  up  with  the 
goods  of  the  bailee,  so  that  they  cannot  be  separated.  The  remedy  which  our 
rule  provides  is,  that  the  bailor  shall  be  entitled  to  receive  compensation  for  the 
loss  of  his  goods,  which  seems  more  expedient  than  the  provision  of  the  English 
law,  that  the  whole  shall  go  indiscriminately  to  the  person  whose  goods  have 
been  mixed  without  his  consent. 

We  have  provided  that  a  continuing  guarantee  given  by,  to,  or  for  a  firm,  shall 
not  be  rendered  invalid  by  a  change  in  the  firm. 

In  regulating  the  devolution  of  rights  and  liabilities,  we  propose,  in  accord-  bs.  43  and  45. 
ance  with  the  rule  of  English  Courts  of  Equity  and  of  the  Indian  Code  of  Civil 
Procedure,  that  joint  liabilities  and  rights  shall,  after  the  death  of  one  of  tlie 
persons  liable  or  entitled,  go  to  his  representative  jointly  with  the  survivor,  and 
after  the  death  of  the  survivor  to  the  representatives  of  both  jointly. 

We  propose  to  lay  it  down  that  a  person  with  whom  a  contract  has  been 
entered  into  in  the  character  of  agent  is  not  entitled  to  require  the  performance 
of  it,  if  he  was  in  reality  acting,  not  as  agent,  but  en  his  own  account. 

In  defining  the  responsibility  of  a  master  for  the  misconduct  of  his  servant,  we 
have  stopped  a  little  short  of  the  limits  assigned  to  it  by  the  English  law.     We  223. 
think  that  the  responsibility  ought  to  cease  as  soon  as  tlie  misconduct  assumes 
the  character  of  intentional  wrong-doing. 

According  to  the  English  law,  when  there  is  any  partnership  property,  the 
separate  property  of  any  partner  must  be  employed  first  in  the  payment  of  his 
separate  debts,  and  the  sui'plus,  if  any,  in  the  payment  of  the  partnership  debts ; 
but  when  there  is  no  partnership  property,  the  separate  property  of  any  partner 
must  be  applied  equally  to  the  payment  of  all  the  partnership  and  separate  debts 
for  which  such  partner  is  liable.  It  thus  depends  upon  the  existence  or  non* 
existence  of  partnership  property,  no  matter  how  small  in  amount,  which  of  the 
two  rules  is  to  govern  the  division  of  the  separate  property  of  the  partners.     We 
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have  thought  it  right  so  to  frame  the  law  that  the  rule  first  stated^  which  is  more 
equitable,  shall  prevail,  whether  there  is  any  partnership  property  or  not.  The 
principle  on  which  we  proceed  is  that  of  having  regard  to  the  views  of  the  creditor 
in  giving  the  credit.  In  contracts  with  a  firm,  partnership  property  is  primarily 
looked  to ;  in  dealings  with  a  partner  with  which  the  firm  has  nothing  to  do,  all 
that  is  looked  to  is  his  own  sufficiency. 
■.  M8.  Adopting  a  rule  which  is  to  be  found  in  the  German  and  the  Italian  com- 

mercial codes,  we  propose  that  every  person  introduced  as  a  partner  into  a  pre* 
existing  firm  shall  be  subject  to  all  the  obligations  incurred  by  tl^  firm  before  he 
was  introduced^ 

We  have  adopted,  with  such  verbal  alterations  as  were  necessaiy  to  bring  them 
into  harmony  with  the  language  of  our  rules,  the  provisions  oi  a  law  lately 
passed  by  the  Indian  Legislature,  Act  XY.  of  1866,  for  relieving  those  who 
participate  in  the  profits  of  a  partnership  without  being  really  partners,  from 
becoming  liable  for  the  engagements  of  the  firm. 

The  Indian  Legislature  has  recently  passed  an  Act  (X.of  1866)  for  regulating 
joint-stock  companies,  which  appears  to  be  in  effect  an  extension  to  India  of  the 
JSnglish  code  as  embodied  in  the  Joint  Companies  Act  of  1862.  We  have 
abstained  for  the  present  from  entering  upon  the  consideration  of  this  subject. 

We  have  to  repeat  the  expression  of  our  hope,  conveyed  in  our  last  Report, 
that  if  the  rules  submitted  by  us  to  Your  Majesty  shall  be  enacted  as  law,  those 
whose  duty  it  may  be  to  administer  justice  under  them,  will  not  resort  to  any 
other  system  of  law  for  an  authoritative  solution  of  an  ambiguity  or  supply  of  aa 
omission,  but  will  in  such  cases  be  entirely  guided  by  regard  to  justice,  equity, 
and  good  conscience. 


Contract. 

1.  A  contract  is  an  agreement  between  parties  whereby  a  party  engages  to  do 
a  thing  or  engages  not  to  do  a  thing. 

A  contract  may  contain  several  engagements ;  and  they  may  be  either  by  the 
same  parly  or  by  different  parties. 

A  contract  may  be  expressed  or  implied,  or  partly  expressed  and  partly 
implied. 

A  contract  or  part  of  a  contract  may  be  expressed  either  orally  or  by  writing. 

A  contract  or  part  of  a  contract  is  said  to  be  implied  when  it  is  to  be  inferred 
from  the  circumstances  of  the  case  ;  and  things  spoken  or  written,  or  the  ordinary 
course  of  dealing,  may  be  accounted  circumstances  of  the  case. 

Illustrations. 

(a.)  A.  orally  agrees  with  6.  to  buy  of  him  at  a  certain  price  500  maunds  of  rice.  Tiiis 
is  a  contract  expressed  orally. 

(J.)  A.  urders  of  B.,  by  writing,  600  maunds  of  rice  at  a  certain  price.  B.  by  writing 
accepts  the  order.     This  is  a  contract  expressed  by  writing. 

(c.)  A.  orally  agrees  with  B.  to  buy  of  him  600  maunds  of  rice  at  a  price  to  be  fixed 
afterwards.  The  price  is  afterwards  fixed  by  correspondence  between  A.  and  6.  This  is  a 
contract  expressed  in  part  orally  and  in  part  by  writing. 

(d.)  A.  orally  orders  B.^  a  tailor,  to  make  kiirn  a  coat.  B.  accepts  the  order.  The  contract 
thus  made  contains  an  implied  engagement  by  B.  that  the  coat  to  be  made  for  A.  shall  be 
of  suitable  materials,  and  shall  fit  A. ;  and  an  implied  engagement  by  A.  that  he  will  accept 
the  coat,  and  will  pay  for  it,  if  within  a  reasonable  tine  it  ^all  be  so  made. 

(e.)  A.,  by  writing,  orders  of  B.  600  maunds  of  the  best  rice,  lying  in  his  godowns.  B. 
accepts  the  order.  There  is  an  in)plied  engagement  on  A.'s  part  to  pay  a  reasonable  price 
for  the  rice. 

2.  Every  person  who  is  of  the  age  of  majority  according  to  the  law  to  which 
he  is  subject,  and  who  is  of  sound  mind,  may  enter  into  a  contract. 

Explanation  1. — Persons  who  are  deaf,  or  dumb,  or  blind,  are  not  thereby 
incapacitated  for  entering  into  a  contract  if  they  are  able  to  know  what  they  do 
by  it. 

Esplanation  2.— One  who  is  ordinarily  insane  may  make  a  contract  during 
an  interval  in  which  he  is  of  sound  mind. 

Explatuttiim 
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Explanations. — No  person  can  enter  into  a  contract  while  he  is  in  such  a 
state  of  mind,  whether  arising  from  drunkenness,  or  from  illness,  or  from  any 
other  cause,  that  he  does  not  know  what  he  is  doing. 

•    3.  A  proposal  to  enter  into  a  contract  may  be  retracted,  or  the  terms  of  it 
altered  by  the  party  making  it>  at  any  time  before  it  is  accepted. 

Explanation. — A  proposal  is  said  to  be  accepteil  when  an  expressed  acceptance 
of  it  has  been  communicated  to  the  proposer ;  or  when  a  letter  of  acceptance  is 
posted  or  a  telegraphic  message  of  acceptance  is  delivered  at  a  proper  office, 
and  the  acceptance  by  letter  or  telegram  is  not  cancelled  by  some  communica- 
tion which  reaches  the  proposer  before  or  at  tlie  same  time  with  the  letter  or 
telegram  of  acceptance ;  or  when  acceptance  is  to  be  inferred  from  the  circum- 
stances of  the  case. 

Illustration. 

A.  sends  goods  to  B.  for  sale  or  return.  B.  sells  the  goods  to  C.  B.  has  accepted  the 
goods. 

4.  A  proposal  does  not  bind  the  party  making  it,  unless  it  be  accepted  within 
the  time  prescribed  for  its  acceptance,  or,  if  no  time  is  prescribed,  within  a 
reasonable  time. 

5,  Any  engagement  which  a  contracting  party  has  been  inrluced  to  form  by 
deceit  or  coercion,  or  by  such  influence  as  impedes  or  interferes  with  the  freedom 
of  his  agency,  renders  the  contract  voidable  at  the  option  of  that  party. 

Explanation  1. — Deceit  may  be  practised  on  a  person,  not  only  by  intention- 
ally inducing  him  to  believe  what  is  not  true,  but  by  intentionally  concealing 
truth  from  him. 

Explanation  2. — In  order  to  enable  a  party  to  annul  a  contract  by  reason  of 
deceit,  it  must  appear,  where  a  false  representation  has  been  made,  that  he  relied 
on  the  representation  ;  and  where  the  truth  has  been  concealed,  that  he  had  not 
the  means  with  ordinary  diligence  of  discovering  the  truth. 

lUustraiions. 

(a.)  A.,  intending  to  deceive  B.,  falsely  represents  that  500  maunds  of  indigo  are  made 
annually  at  A.'s  factory,  and  thereby  induces  B.  to  buy  the  factory.  The  contract  is 
voidable. 

(i.)  A.,  in  order  to  deceive  B.,  falsely  iufofms  him  that  600  maunds  of  indigo  are  made 
annually  at  A.'s  factory.  B.,  not  relying^  on  this  statement,  examines  the  accounts  of  the 
faciory,  which  «ii(»w  that  only  400  maunds  of  indigo  have  bet-n  made.  Afier  this  B.  buys 
the  factory.     The  contract  is  not  voidable  on  account  of  A.'8  mis-statement 

(c.)  B.  having  discovered  a  vein  of  coal  on  A.'s  estate,  does  not  coiuniunicate  that  cir- 
cumstance to  A.,  and  buys  the  estate  at  a  price  fixed  by  A.,  in  ignorance  of  the  existence 
of  the  coal.     The  sale  is  not  voidable  on  account  of  B.'s  conduct 

{d.)  B.  having  discovered  a  vein  of  ore  on  the  estate  of  A.,  adopts  means  to  conceal  and 
does  conceal  from  A.  the  existence  of  the  ore,  so  that  A.  cannot  with  ordinary  diligence 
discern  its  existence.  Through  A.'s  ignorance  B.  is  enabled  to  buy  the  estate  al  an  under- 
value.   Tl)e  sale  is  voidable. 

{e.)  A.  is  entitled  to  succeed  to  an  estate  at  the  death  of  B.  B.  dies.  C,  having  received 
intelligence  of  B.'s death,  cmceals  the  fact  from  A.,  and  induces  A.  to  sell  him  his  interest 
in  the  estate.     The  sale  is  voidable. 

{/.)  B.,  by  deceit,  induces  A.  to  enter  into  an  engagement  with  B.  for  the  benefit  of  C, 
who  is  not  privy  to  the  deceit.     The  engagement  is  voidable. 

(j.)  A.,  a  young  female  who  has  resided  during  her  minority  in  the  family  of  B.,  her 
guarclian,  continues  to  reside  with  him  after  attaining  majority,  and  is  induced,  by  means  of 
his  influence,  to  enter  into  a  contract  with  him  which  is  disadvantageous  to  herself.  Tiie 
contract  is  voidable. 

6.  A  person  who,  either  knowingly  or  ignorantly,  makes  a  false  representation 
whereby  he  induces  another  to  enter  into  a  contract  with  him,  is  bound  to  place 
the  other  in  the  same  position  as  if  the  representation  had  been  true*  and  in 
de&nlt  of  his  doing  so  the  contract  is  voidable  at  the  option  of  the  person  who 
has  been  misled. 

Explanation. — Where  a  party's  consent  to  an  engagement  by  contract  has 

been  given  through  a  mistake  as  to  the  substance  of  the  thing  which  is  the  sub- 
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ject  of  the  engagement,  and  the  mistake  was  occasioned,  however  innocently,  by 
the  other  party,  this  has  the  same  effect  as  a  false  representation. 

Ulnstratiofis* 

(a.)  A.  informs  B.  that  A/s  estate  is  exempt  from  tlie  payment  of  revenue  to  Govern- 
ment; B.  thereupon  buys  the  estate.  It  turns  out  that  the  estate  is  not  exempt  from  the 
payment  of  revenue,  and  that  such  exemption  cannot  be  obt  lined.     The  sale  is  vnidable. 

(b.)  A.  informs  B.  that  A.'s  estate  is  within  a  mile  of  the  town  of  Ramnu^crur  :  B.  there- 
upon buys  the  estate.  The  estate  is  found  to  be  two  miles  from  the  town.  The  sale  is 
voidable. 

(c.)  A.  informs  B.  that  A.'s  estate  is  free  from  incumbrance;  B.  thereupon  buys  the 
estate.  It  turns  out  that  the  estate  is  subject  to  a  mortgage.  A.  must  redeem  the  mort- 
gage ;  or  if  he  cannot  Ho  so  the  contract  is  voidable. 

(d.)  A.  and  B.  are  partners  in  a  mercantile  business.  A.  is  the  managing  partner,  B.  is 
ignorant  of  the  state  «»f  the  business.  A.  and  B.,  in  order  to  induce  C.  to  become  a  partner 
with  them,  bhow  him  a  statement  of  the  affairs  of  the  partnership,  which  is  wron.:  by  a 
large  amount.  C,  relying  upon  the  statement,  joins  the  firm,  and  for  several  years  does  not 
discover  the  I'alsity  of  the  statement.  1  he  contract  of  partnership  is  voidable  at  the  option 
of  C. 

7.  Where  both  the  parties  to  an  engagement  by  contract  are  under  a  mistake 
as  to  a  matter  of  fact  essential  to  the  engagement,  the  engagement  is  void. 

JEa^planation. — An  erroneous  opinion  as  to  the  value  of  the  thing  which  forms 
the  subject-matter  of  the  contract,  is  not  to  be  considered  a  mistake  as  to  a  matter 
of  fact. 

Illustrations. 

(a.)  A.  agrees  to  sell  to  B.  a  carco  of  goods,  supposed  to  be  on  its  way  from  Englanr)  to 
Bombay.  It  turns  out  that  before  tiie  day  of  the  bargain  the  ship  conveying  the  cargo  had 
been  cast  away  and  the  goods  lost.  Neither  party  was  aware  of  these  facts.  The  contract 
is  void. 

(J.)  A.  buys  of  B.  a  certain  horse.  It  turns  out  that  the  horse  was  dead  at  the  time  of 
the  bargain,  though  neither  parly  was  aware  of  the  fact.     The  s>ale  is  void. 

(r?.)  A.,  being  entitled  to  an  estate  for  the  life  of  B.,  agrees  to  sell  it  to  C.  B.  wns  dead 
at  the  time  of  the  contract,  but  both  paities  were  ignorant  of  the  fact.  The  contract  is 
void. 

8.  The  validity  of  a  contract  is  not  affected  by  the  circumstance  that  a  party 
was  at  tiie  time  of  making  it  under  a  mistake  of  law. 

Explanation. — A  mistake  in  respect  of  a  law  not  in  force  in  India  has  the 
legal  consequences  of  a  mistake,  not  of  law,  but  of  fact. 

Illustration. 

A.  owes  to  B.  a  debt,  the  payment  of  which  at  a  fixed  time  is  guaranteed  by  C.  B. 
contracts  with  A.  to  give  time  to  A.,  C.  not  assenting  to  the  arrangeme-ut.  B.  is  not  aware 
at  the  time  of  entering  into  this  contract,  that  its  legal  effect  will  be  lo  discharge  C.  from 
liability  under  his  guarantee.     B.  is  nevertheless  bound  by  his  contract  to  give  lime  to  A. 

9.  The  subject  of  every  contract  must  be  certain,  or  capable  of  being  made 
certain. 

Illustrations. 

(a.)  A.  agrees  to  sell  to  B.  "  100  tons  of  oil,"  the  kind  of  oil  not  being  specified  or  in 
any  way  indicated.     The  contract  is  void  for  uncertainty, 

(^.)  A.  agrees  to  sell  to  B.  100  tons  of  oil  of  a  specified  description,  known  as  an  article 
of  commerce.    There  is  no  uncertainty  here  to  prevent  the  contract  from  being  valid. 

(c.)  A.,  who  is  a  dealer  in  cocoa-nut  oil  only,  agrees  to  sell  to  B,  "  100  tons  of  oil."  The 
nature  of  A.'s  trade  affords  an  indication  of  the  meaning  of  the  words,  and  A.  has  entered 
into  a  contract  for  the  sale  of  100  tons  of  cocoa-nut  oil. 

(rf.)  A.  agrees  to  sell  to  B.  **  all  the  p:rain  in  his  granary  at  Ramnuggur."  There  is  no 
uncertainty  here  to  prevent  the  contract  from  being  valid. 

(e.)  A.  agrees  to  sell  to  B.  1,000  maunds  of  rice  at  a  price  to  be  fixed  by  C.  The  sub- 
ject of  the  contract  is  capable  of  being  made  certain,  and  there  is  no  uncertainty  here  to 
prevent  the  contract  from  being  valid. 

10.  In  order  to  the  validity  of  an  engagement  by  contract,  there  must  be  a 
lawful  object  and  a  good  consideration. 

First 
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First  Exception. — A  person  who  makes  a  promise,  whether  upon  good  con- 
sideration or  not,  is  bound  to  perform  it  if  the  promise  be  expressed  in  writing 
and  duly  registered  according  to  the  provisions  of  the  law  for  the  time  being  in 
force  for  the  registration  of  assurances,  unless  the  promise  is  unlawful  or  is 
based  on  an  unlawful  consideration. 

Second  Exception. — A  person  who  makes  an  express  promise  without  good 
consideration  is  bound  to  perform  it,  if  it  be  a  promise  to  compensate  wholly  or 
in  part  a  person  who  has  already  voluntarily  done  something  which  the  person 
who  makes  the  promise  was  legally  compellable  to  do ;  or  if  it  be  a  promise  to 
pay  wholly  or  in  part  a  debt  which  the  creditor  is  legally  entitled  to  receive 
from  the  person  who  makes  the  promise,  but  of  which  by  reason  of  the  law  for 
the  limitation  of  suits  he  cannot  enforce  payment. 

Explanation  1. — A  good  consideration  must  be  lawful. 

Explanation  2. — An  object,  a  consideration,  or  a  promise  is  said  to  be  lawful 
when  it  is  not  contrary  to  law  or  to  morality. 

Explanation  3. — A  good  consideration  must  be  something  which  at  the  desire 
of  the  person  entering  into  the  engagement  another  person  has  done  or  abstained 
from  doing,  or  does  or  abstains  from  doing,  or  promises  to  do  or  to  abstain  from 
doing. 

IllusirationSm 

(a.)  A.  engages  by  contract  with  B.  to  sell  his  house  to  B.  for  10,000  rupees.  Here 
there  is  an  engagement  by  A.  t<i  B.,  and  an  enragement  by  B.  to  A.,  and  these  engage- 
ments are  valid,  there  being  in  each  case  a  lawful  object,  ana  a  good  consideration. 

(6.)  A.  agrees  to  sell  his  house  at  Ramnugger  to  B.  for  10,000  rupees.  Here  the  pro- 
mise to  pay  the  sum  of  10,000  rupees  is  the  consideration  for  A.'8  entering  into  the  contract; 
and  the  promise  to  convey  the  house  is  the  consideration  for  B.'s  entering  into  the  contract 
These  are  good  considerations. 

(e.)  A.  engages  to  pay  B.  1,000  rupees  at  the  end  of  six  months  if  C,  who  owes  that 
sum  to  B.,  fails  to  pay  it.  B.  engages  to  grant  time  to  C.  accordingly.  Here  the  engage- 
ment of  each  party  is  the  consideration  for  the  engagement  of  tlie  other  party ;  and  they 
are  good  considerations. 

{d.)  A.  engages,  for  a  certain  sum  paid  to  him  by  B.,  to  make  good  to  B.  the  value  of 
his  ship,  if  it  shall  perish  by  shipwreck  on  a  certain  voyage.  Here  A-'s  promise  is  the  con- 
sideration for  B.'s  payment,  and  B.'s  payment  is  the  consideration  for  A.'s  promise ;  and 
these  are  good  considerations. 

(e.)  A.  engages  to  maintain  B.*s  child,  and  B.  engages  to  pay  A.  1,000  rupees  yearly  for 
the  purpose.  Here  the  engagement  of  each  party  is  the  consideration  for  the  engagement  of 
the  other  party.     They  are  good  considerations. 

(/.)  A.,  B.,  and  C.  enter  into  a  contract  for  the  division  among  them  of  gains  acquired 
or  to  be  acquired  by  them  by  fraud.     The  contract  is  void. 

(^.)  A.  undertakes  to  obtain  for  B.  an  employment  in  the  public  service,  and  B.  agrees  to 
pay  1,000  rupees  to  A.    The  contract  is  void,  as  the  consideration  for  it  is  illegal. 

(A.)  A.,  bemg  agent  for  a  landed  proprietor,  agrees,  for  money,  without  the  knowledge  of 
his  principal,  to  obtain  for  B.  a  lease  of  land  belonging  to  his  principal.  The  contract 
between  A.  and  B.  is  void,  being  contrary  to  A.'s  duty  as  agent. 

(t.)  A.  engages  with  B.  to  drop  a  prosecution  which  he  has  instituted  against  B.  for 
robbery,  and  B.  engages  to  restore  the  value  of  the  things  taken.    The  contract  is  void. 

(j.)  A/s  estate  is  sold  for  arrears  of  revenue  under  the  provisions  of  an  Act  of  the  Legis- 
lature, by  which  the  defaulter  is  prohibited  from  purchasing  the  estate.  B.  upon  an  under-* 
standing  with  A.  becomes  the  purchaser,  and  ae:rees  to  convey  the  estate  to  A.  upon  re- 
ceiving from  him  the  price  which  B.  has  paid.  B.'s  engagement  is  void,  as  it  renders  the 
transaction  in  effect  a  purchase  by  the  defaulter. 

(A.^  A.  engages  to  superintend  on  behalf  of  B.  a  legal  manufacture  of  indigo  and  an 
illegal  traffic  in  other  articles.  B.  enters  into  an  engagement  to  pay  to  A.  a  salary  of 
10,000  rupees  a  year.     B.^s  engagement  is  void,  the  consideration  being  in  part  unlawful. 

(/.)  A.  voluntarily  pays  B.  a  sum  of  money  which  is  due  to  B.  from  C.  Afterwards  C. 
promises  to  reimburse  A.     C.  is  bound  to  perform  the  promise. 

11.  An  engagement  by  contract  maybe  made  to  take  effect  only  in  case  a 
specified  uncertain  event  shall  happen.  The  event  may  be  the  performance  of 
something  that  constitutes  the  consideration  or  part  of  the  consideration  for  the 
engagement,  or  it  may  be  an  event  distinct  from  such  performance. 

Illmtraticns. 

(/I.)  A.  sells  goods  to  B.  for  a  fixed  price  and  engages  to  deliver  them  to  him  on  receiving 
payment  in  full.    A.'s  engagement  to  dehver  the  goods  does  not  become  absolute  until  B. 
pays  or  tenders  to  him  the  price. 
{b.)  A.  sells  goods  to  B.  for  a  fixed  price,  to  be  paid  by  instalments ;  and  engas^es  to 
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deliver  them  to  him  on  receiving  payment  of  the  first  instalment  A.'b  engagement  to 
deliver  the  gooda  does  not  become  absolute  until  6.  pays  or  tenders  to  him  the  first 
instalment. 

(c.)  A.  enters  into  an  engagement  by  contract  with  B.  to  buy  B/s  house  for  10^000 
rupees  if  A.  shall  survive  C.  A.'s  engagement  does  not  become  absolute  until  C.  dies, 
leaving  A.  surviving  him. 

{d.)  A.  enters  into  an  engagement  by  contract  with  B.  to  sell  a  horse  to  B.  at  a  specified 
price  in  case  C,  to  whom  the  borse  has  been  ofiered,  shall  refuse  to  buy  it.  A.'s  engage- 
ment does  not  become  absolute  until  C.  refuses  to  buy  the  horse. 

12.  An  engagement  by  contract  which  is  intended  to  take  effect  only  in  case  a 
specified  uncertain  event  shall  not  happen,  does  not  become  absolute  mitil  the 
happening  of  that  event  becomes  impossible. 

13.  Where  an  engagement  by  contract  is  intended  to  take  effect  only  in  case  a 
specified  uncertain  event  shall  happen  within  a  fixed  time,  and  the  time  expires 
without  the  event  having  occurred,  the  engagement  becomes  void.  Where  no 
time  has  been  fixed  for  the  happening  of  the  event  the  engagement  becomes 
void  as  soon  as  it  is  ascertained  that  the  event  will  not  happen. 

Illustrations. 

(a.)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  sum  of  money  if  a  certain 
ship  shall  return  within  a  year  from  the  time  of  the  contract  The  year  elapses  without  the 
ship  having  returned.     The  engagement  becomes  void. 

{b.)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  certain  smn  of  mon^  if  C. 
shall  leave  a  son  surviving  him.  C.  dies,  not  leaving  a  son  surviving  him.  The  engage- 
ment becomes  void. 

14«  Where  an  engagement  by  contract  is  intended  to  take  effect  in  case  a 
specified  event  shall  not  happen  within  a  fixed  time,  the  engagement  does  not 
become  absolute  until  the  time  has  expired  without  the  event  having  occurred, 
or  until  before  the  time  fixed,  it  is  ascertained  that  the  event  will  not  occur. 
Where  no  time  has  been  fixed  the  engagement  becomes  absolute  as  soon  as  it  is 
ascertained  that  the  event  will  not  happen. 

Jllmirations. 

(a.)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  sum  of  money  if  a  certain  ship 
«hall  not  return  within  a  year.  At  the  end  of  six  months  it  is  ascertained  that  the  ship  has 
been  lost.    The  engagement  has  become  absolute. 

(6.)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  sum  of  money  if  a  certain  ship 
shall  not  return.  It  is  ascertained  that  the  ship  has  been  lost.  The  engagement  has 
become  absolute. 

15.  Where  the  order  in  which  different  engagements  are  to  be  performed  is 
not  expressly  fixed  by  the  contract^  it  shall  be  that  order  which  the  nature  of 
the  transaction  requires. 

Illustrations. 

(a.)  A.  enters  into  an  engagement  by  contract  to  build  a  house  for  B.  at  a  fixed  price. 
B.  engages  to  pay  the  price.  B.'s  engagemient  does  not  become  absolute  until  A.  finish^ 
the  house. 

(fi.)  A.y  a  tradesman,  enters  into  an  engagement  by  contract  to  make  over  his  stock  in 
trade  to  B.  at  a  fixed  price,  and  B.  engages  to  give  security  for  the  payment  of  the  money.^ 
A.'s  engagement  does  not  become  absolute  until  the  security  is  given  ;  for  the  essence  of 
the  engagement  is,  that  A.  should  have  security  before  he  delivers  up  his  stock. 

16.  Where  one  of  two  engagements  by  contract  has  been  entered  into  in  con- 
sideration of  the  other,  and  a  time  is  appointed  for  the  performance  of  one  of 
them,  which  time  is  to  arrive  before  the  reciprocal  engagement  can  be  performed, 
the  latter  does  not  become  absolute  until  the  former  has  been  performed. 

Ulustratlons. 

(a.)  A.  contracts  with  B.  to  sell  to  him  at  a  specified  price  certain  moxihandise  on  board 
a  ship  which  cannot  arrive  for  a  month,  and  B.  engages  to  pay  for  the  merchandise  within 
a  week  from  the  (date  of  the  contract.  A.'s  engagement  does  not  become  absolute  until  B.'8 
engagement  has  been  fulfilled. 

(6.3  A.  contracts  with  B.  to  sell  him  100  bales  of  merchandise  to  be  delivered  next  d^y, 
and  B.  engages  to  pay  for  them  within  a  month.  B.'s  engagement  does  not  become  abso-. 
lute  until  the  merchandise  has  been  delivered  to  him. 

17.  The 
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17.  The  parties  to  a  contract  are  bound  to  afford  to  each  other  all  reasonable 
facilities  for  performing  their  engagements. 

18.  Where  an  engagement  by  contract  is  intended  to  take  effect  on  the  hap- 
pening of  an  event,  and  the  party  who  has  entered  into  the  engagement  prevents 
the  happening  of  the  event,  he  becomes  liable  to  perform  the  engagement,  or  to 
make  compensation  to  the  other  party,  for  any  loss  which  he  may  have  sustained 
in  consequence  of  its  non-performance. 

Ulusiration, 

A*  engages  to  pay  1,000  rupees  to  B.,  provided  that  B.  shall  execute  certain  work  for 
him ;  and  B.  engages  to  execute  the  work,  B.  is  ready  and  willing  to  execute  the  woik 
accordingly,  but  A.  prevents  him  from  doing  so.     A.'s  engagement  has  become  absolute. 

19«  When  a  person  having  entered  into  an  engagement  by  contract  with 
another  fails  to  do  an  act  which  he  is  bound  by  law  to  do,  and  which  is  necessary 
to  enable  the  other  to  perform  his  part  of  the  contract,  the  party  who  has  failed 
to  do  such  act  is  liable  to  make  compensation  to  the  other  party  for  any  loss 
or  damage  which  he  may  have  sustained  in  consequence  of  the  non-performance 
of  it. 

HlMitraiions. 

(a.)  A.  hires  B.'s  ship  to  take  in  and  convey  from  Calcutta  to  the  Mauritius  a  cargo  to 
be  provided  by  A,,  B.  receiving  a  certain  freight  for  its  conveyance.  A.  does  not  provide 
any  cargo  for  the  ship.    A.  must  make  compensation  to  B.  fix  his  failure. 

(i.)  A.  enters  into  an  engagement  by  contract  with  B.  to  execute  certain  builders'  work, 
for  a  fixed  price,  B.  supplying  the  scanolding  and  timber  necessary  for  the  work.  B.  refuses 
to  furnish  any  scaflPolding  or  timber,  and  the  work  cannot  be  executed.  B.  is  bound  to 
make  compensation  to  A.  for  any  loss. 

20.  When  there  are  mutual  engagements  by  contract,  and  one  of  them  is  an 
entire  and  indivisible  engagement  by  contract  for  the  doing  of  a  particular  thing 
by  a  fixed  time,  time  is  of  the  essence  of  tbe  contract,  and  unless  the  thing  ho 
done  at  the  stipulated  time  the  reciprocal  engagement,  if  any,  does  not  become 
absolute. 

21.  Where  there  are  mutual  engagements  by  contract,  and  one  of  them  is  an 
engagement  for  tike  doing  of  several  things  at  different  times,  and  the  things 
stipulated  are  done,  but  not  at  the  times  specified,  this  irregularity  does  not 
prevent  the  reciprocal  engagement  from  becoming  absolute,  but  the  person  who 
entered  into  the  latter  engagement  is  entitled  to  compensation  for  any  loss  which 
he  may  have  sustained  in  consequence  of  the  irregularity. 

22.  When  an  engagement  by  contract  is  conditional,  and  the  condition  fails 
to  be  fulfilled,  the  engagement  becomes  void. 

Wustration, 

A.  engages  to  pay  10,000  rupees  to  B.  if  he  will  marry  A.*8  daughter.  A.'s  daughter 
was  dead  at  the  date  of  the  engagement.  Tbe  condition  cannot  be  fulfilled,  and  the 
engagement  is  void. 

23.  An  engagement  by  contract  may  be  made  with  the  condition  superadded, 
that  it  shall  be  terminated  or  varied  in  case  a  specified  uncertain  event  shall 
happen ;  or  that  it  shall  be  terminated  or  varied  in  case  a  specified  uncertain 
event  shall  not  happen. 

24.  A  condition  of  the  kind  described  in  the  last  preceding  section  is  invalid, 
and  does  not  affect  the  engagemem;  to  which  it  is  superadded,  if  at  the  time  of 
the  contract  the  event  is  impossible,  or  if  it  is  repugnant  to  law  or  morality, 
or  inconsistent  with  the  main  purpose  of  the  contract. 

25.  An  engagement  to  which  is  superadded  a  condition  of  the  kind  described 
in  Section  23  becomes  void  if  the  fulfilment  of  the  condition  is,  subsequently  to 
the  contract,  rendered  unlawful,  or  is  made  impossible  by  some  unforeseen  event 
which  the  person  who  entered  into  the  engagement  could  not  prevent* 

JUusiratums. 

(a.)  A  aigages  to  pay  B.  6,000  rupees,  provided  that  Um  ^ugagemnt  shall  be  void  if  A 

takes  in  cargo^r  B.  at  a  certain  port.    The  Government  afterwards  declares  war  against 

23g.  B2  the 


Digitized  by 


Google 


12  PAPERS  RELATING  TO 

the  country  in  which  the  port  is  situated^  so  that  A*  cannot  trade  there.     The  engagement 
becomes  void. 

(ft.)  A.,  a  singer,  who  has  undertaken  to  sing  at  B/s  theatre,  en^ges  to  pay  B. 
20,000  rupees,  provided  that  the  engagement  shall  be  void  if  A.  sings  at  B/s  theatre  on  a 
certain  number  of  nights  in  the  month  of  June.  A.  before  June  loses  his  voice  through 
illness.     The  engagement  to  pay  20,000  rupees  becomes  void. 

26.  Where  an  engagement  by  contrqxjt  is  made  with  a  condition  superadded, 
that  it  shall  be  terminated  or  varied  unless  a  certain  person  shall  perform  a 
specified  act,  but  no  time  is  specified  ior  the  performance  of  the  Act ;  if  such 
person  takes  any  step  which  rendei*s  impossible  or  indefinitely  postpones  the 
performance  of  the  act  required,  the  engagement  shall  he  terminated  or  varied  as 
if  such  person  had  died  without  performing  the  Act. 

27.  If  a  condition  of  the  kind  described  in  Section  23  consists  in  doing  one 
or  the  other  of  two  things,  and  one  of  them  is  unlawful  or  impossible,  the  con- 
dition can  only  be  fulfilled  by  doing  the  other. 

mfistration. 

A.  engages  by  contract  to  pay  B.  a  fixed  sum,  provided  that  if  A.  delivers  to  B.  on  a 
certain  future  day  either  20  maunds  of  the  finest  rice,  or  a  certain  quantity  of  opium  to  be 
obtained  contrary  to  law,  the  engagement  shall  be  void.  The  condition  cannot  be  fulfilled 
otherwise  than  by  the  delivery  of  20  maunds  of  the  finest  rice. 

28.  A  person  who  fails  to  do  an  act  which  he  has  engaged  by  contract 
to  do,  shsdl  make  compensation  to  the  person  in  whose  favour  the  act  was  to  be 
done. 

Exception. — A  man  incurs  no  liability  through  the  non-performance  of  an 
act  which  he  has  engaged  by  contract  to  do^  where,  since  the  date  of  the  contract, 
the  performance  of  the  act  has  heen  rendered  unlawful,  or  has  been  made 
impossible  by  some  event  of  which  he  did  not>  expressly  or  by  implication,  take 
upon  himself  the  risk. 

Illustrations 

(a.)  A.  engages  to  deliver  to  B.  at  a  certain  price,  at  a  specified  time  and  place,  a  cargo 
of  merchandise  then  at  sea  in  his  ship.  The  ship  is  afterwards  lost  at  sea,  with  all  its 
cargo.  A.  is  liable  to  make  compensation  to  B.  for  the  non-performance  of  his  engage- 
ment. 

{b.)  A.  freighted  B.'s  ship  to  proceed  to  the  Island  of  Ichaboe,  and  there  to  take  in  a 
cargo  of  guano,  to  be  supplied  by  A.,  and  to  convey  it  to  u  certain  port.  The  guano  at 
Ichaboe  was  entirely  exhausted  before  the  ship  arrived,  and  it  was  impossible  for  A.  to 
supply  a  cargo.  A.  must  make  compensation  to  B.  for  the  non-performance  of  his 
engagement. 

(c.)  A.,  the  owner  of  a  music  hall,  agrees  to  let  B.  have  the  use  of  it  for  four  days  ia 
June  for  the  purpose  of  giving  concerts  in  it ;  B.  to  pay  1,000  rupees  a  day.  On  the  30th 
of  May  the  hall  is  accidentally  destroyed  by  fire  without  the  fault  of  either  party.  Neither 
party  is  bound  to  make  compensation  for  the  non-performance  of  the  act  which  he  engaged 
by  the  contract  to  do. 

((f.)  A.,  a  painter,  enters  into  an  engagement  to  paint  a  picture  for  B.  A.  becomes 
blind.     A.  is  not  liable  to  make  compensation  to  B.  for  not  painting  the  picture. 

(e.)  A.  engages  to  take  in  cargo  at  a  certain  port  The  Government  afterwards  declares 
wur  against  the  country  in  which  the  port  is  situated,  so  that  A.  cannot  trade  there.  He  is 
not  bound  to  make  compensation  for  failure  to  take  in  cargo  at  the  specified  port 

29.  For  the  purpose  of  determining  questions  as  to  the  meaning  of  a  contract, 
a  court  must  inquire  into  every  material  fact  relating  to  the  situation  of  the 
parties  to,  or  the  subjectmatter  of  such  contract,  and  into  every  fact  a  knowledge 
of  which  may  conduce  to  the  right  application  of  the  words  which  the  contracting 
parties  have  used. 

30,  An  engagement  by  contract  must  be  performed  hy  the  person  who  has 
entered  into  it,  unless  its  nature  be  such  that  it  can  be  properly  performed  by 
another,  in  which  case  he  may  employ  a  competent  person  to  perform  it ;  or  if 
he  dies  before  performance,  his  representatives  may  perform  it,  or  employ  a 
competent  person  to  do  so. 

Illustrations. 

(a.)  A.  engages  to  pay  B.  a  sum  of  money.  He  may  perform  this  engagement,  eidier 
by  personally  paying  the  money  to  B.,  or  by  causing  it  to  be  paid  to  B.  by  another;  and  if 
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A.  dies  before  the  time  appointed  for  payment,  bis  representatives  may  perform  the  engage- 
ment. 

(J.)  A  engages  to  paint  a  picture  for  B.  This  engagement  cannot  be  performed  except 
by  A/s  painting  the  picture  himself. 

31.  Where  a  person  who  is  entitled  to  claim  from  another  the  performance  of 
an  engagement  accepts  such  performance  from  a  third  person,  he  cannot  after- 
wards enforce  it  against  the  person  who  entered  into  the  engagement. 

32.  A  person  who  is  entitled  to  claim  performance  of  an  engagement  may 
dispense  with  or  remit  such  performance,  wholly  or  in  part,  or  may  accept  instead 
of  it  any  satis&ction  which  he  thinks  fit 

Ulustrattons. 

(a.)  A.  engages  to  paint  a  picture  for  B.  B.  afterwards  expressly  forbids  bim  to  do  so. 
A.  is  no  longer  bound  to  perform  the  engagement. 

(b,)  A.  owes  B.  5,000  rupees.  By  agreement  A.  pays  to  B.  and  B.  accepts,  in  satisfac- 
tion of  the  whole  debt,  2,000  rupees  paid  at  the  time  and  place  at  which  the  5,000  rupees 
were  payable.    The  whole  debt  is  discharged. 

(e.)  A.  owes  B.  5,000  rupees.  C.  pays  to  B.  1,000  rupees,  and  B.  accepts  them  in  satis- 
faction of  his  claim  on  A.     This  payment  is  a  discharge  of  the  whole  claim. 

(d)  A.  owes  B.,  under  a  contract,  a  sum  of  money,  the  amount  of  which  has  not  been 
ascertained.  A.,  without  ascertaining  the  amount,  gives  to  B.,  and  B.,  in  satisfaction 
thereof,  accepts  the  sum  of  2,000  rupees*  This  is  a  discharge  of  the  whole  debt,  whatever 
may  be  its  amount. 

(e.)  A.  owes  B.  2,000  rupees,  and  is  also  indebted  to  other  creditors.  A.  makes  an 
arrangement  with  his  creditors,  includingB.,  to  pay  them  a  composition  of  8  annas  in  the 
rupee  upon  their  respective  demands.  Payment  to  B.  of  1,000  rupees  is  a  discharge  of 
B.'s  demand. 

33.  If  a  person  who  is  entitled  to  claim  the  performance  of  an  engagement  by 
contract  accepts  a  new  and  distinct  contract  by  way  of  substitution  tOT  the  exist- 
ing one,  the  original  engagement  is  no  longer  in  force. 

Illustrations. 

(a.)  A.  owes  money  to  B.  under  a  contract  It  is  agreed  between  A.,  B.,  and  C.  that  B. 
shall  thenceforth  accept  C.  as  his  debtor  instead  of  A.  The  old  debt  of  A.  to  B.  is  at  an 
end,  and  a  new  debt  from  C.  to  B.  has  been  contracted. 

{b,)  A.  owes  B.  10,000  rupees.  A.  enters  into  an  arran^ment  with  B.  and  gives  him  a 
mortgage  of  A/s  estate  for  5,000  rupees  in  place  of  the  debt  of  10,000  rupees.  This  is  a 
new  contract. 

(c.)  A.  and  B.  have  mercantile  transactions  with  each  other,  and  A.  thereby  becomes 
indebted  to  B.  in  the  sum  of  10,000  rupees,  for  which  B.  holds  no  security.     Afterwards 

A.  executes  a  bond  in  favour  of  B.  to  secure  the  payment  of  the  sum  due  to  him.     The 
execution  of  this  bond  does  not  constitute  a  new  and  distinct  contract. 

(d.)  A.  owes  B.  1,000  rupees  under  a  contract;  B.  owes  C.  1,000  rupees.  B.  orders  A. 
to  pay  1,000  rupees  to  C.  C.  does  not  assent  to  the  arrangement.  B.  still  owes  C.  1,000 
rupees,  and  no  new  contract  has  been  entered  into. 

34.  Where  by  the  contract  a  person  is  to  perform  his  engagement  without 
application  by  the  person  with  whom  he  made  the  engagement,  and  no  time  for 
performance  is  specified,  the  engagement  must  be  performed  within  a  reasonable 
time. 

Ea^planation. — The  question  what  is  a  reasonable  time  is  in  each  particular 
case  a  question  of  fact. 

Illustrations. 

(fl.)  A.  sells  fresh  provisions  to  B.,  to  be  delivered  by  A.  to  B.  No  time  for  delivery  is 
specified.  After  the  lapse  of  a  week  A.  tenders  the  provisions  to  B.  B.  need  not  accept 
them,  as  the  offer  was  not  made  within  a  reasonable  time. 

(&.)  B.  orders  A.,  a  tailor,  to  make  and  to  send  him  a  coat.  A.  sends  home  the  coat  after 
the  lapse  of  two  months.  B.  need  not  accept  it,  as  the  delivery  was  not  made  within  a 
reasonable  time. 

(c.)  A.,  a  bookseller  in  Calcutta,  sells  to  B.  a  book,  to  be  delivered  to  B.  at  his  residence 
in  Calcutta.  A.  afterwards  casually  hears  a  false  report,  that  B.  is  absent  from  Calcutta, 
and  without  taking  any  means  to  inform  himself  as  to  the  correctness  of  the  report,  neglects 
for  three  months  to  deliver  the  book,  and  at  the  end  of  that  time  sends  it  to  B.'s  residence. 

B.  need  not  accept  the  book,  as  delivery  was  not  made  within  a  reasonable  time. 

239.  B  3  35.  When 
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35.  When  an  engagement  is  to  be  performed  on  a  certain  day,  and  the  perscm 
entering  into  the  engagement  has  undertaken  to  perform  it  without  application, 
he  has  the  whole  of  that  day  to  perform  the  engagement  in ;  subject  to  this 
qualification,  that  the  person  who  is  to  receive  performance  is  not  bound  to 
receive  it  before  or  after  the  usual  hours  of  business,  or  at  any  other  place  than 
that  at  which  the  engagement  ought  to  be  performed. 

Ulusiration. 

A.  engages  to  deliver  goods  atB/s  warehouse  on  the  1st  January.  On  thatday  A.brinp 
the  goods  to  B.'s  warehouse,  but  after  the  usual  hour  for  closing  it,  and  they  are  not  receive. 
A.  has  not  performed  his  engagement. 

36.  When  the  engagement  is  to  be  performed  on  a  certain  day,  and  the  person 
entering  into  the  engagement  has  not  undertaken  to  perform  it  without  applica- 
tion, it  is  the  duty  of  the  person  in  whose  favour  the  engagement  is  made,  to 
apply  for  performance  at  a  proper  time  and  place. 

Edtfplanatum. — The  question  what  is  a  proper  time  and  place  is  in  each  par- 
ticular case  a  question  of  fact. 

37.  Where  an  engagement  is  to  be  performed  without  application,  and  no  place 
is  fixed  for  the  performance  of  it,  the  person  bound  by  the  engagement  must 
perform  it  at  any  reasonable  place  which  the  person  witli  whom  the  engagement 
was  made  may  appoint. 

niuBtration. 

A.  undertakes  to  pay  B.  1,000  rupees  on  a  fixed  day.  A.  must  apply  to  B.  to  appoint  a 
reasonable  place  for  the  purpose  of  receiving  it,  and  B.  roust  pay  it  to  him  at  such  place. 

38.  The  performance  is  valid  if  made  in  any  manner  or  at  any  time  which  the 
person  entitled  to  claim  performance  may  have  prescribed,  or  may  have  subse- 
quently sanctioned. 

Ulugtrations. 

(a.)  B.  owes  A.  2,000  rupees.  A.  desires  B.  to  pay  the  amount  to  A.'s  account  with  C 
a  banker.  B.,  who  also  banks  with  C,  orders  the  amount  to  be  transferred  from  his  account 
to  A.'s  credit,  and  this  is  done  by  C.  Afterwards,  and  before  A.  knows  of  this,  C.  fieub. 
This  is  a  good  pa}  men t  by  B. 

(6.)  A.  and  B.  are  mutually  indebted.  A.  and  B.  settle  an  account  by  setting  off  one 
item  against  another,  and  B.  pays  A.  the  balance  found  to  be  due  from  him  upon  such  set- 
tlement This  amounts  to  a  payment  by  A.  and  6.  respectively  of  the  sums  which  thej 
owed  to  each  other. 

(c.)  A.  owes  B.  2,000  rupees.  A.  and  B.  agree  that  B.  shall  receive  some  of  A.'8  goods 
in  reduction  of  the  debt.    The  delivery  of  the  goods  operates  as  a  part  payment. 

{d.)  A.  owes  B.  2,000  rupees.  A.  gives  to  B.,  and  B.  accepts,  a  cheque  for  that  amouni 
drawn  by  A.     This  operates  as  payment,  provided  the  cheque  be  duly  paid. 

(6.)  A.  desires  B.;  who  owes  him  a  sum  of  money,  to  remit  the  amount  of  his  debt  by 
post.  The  debt  is  discharged  as  soon  as  B.  puts  into  (he  post  a  letter  containing  the  money, 
duly  addressed  to  A. 

'^.  Where  a  man  owing  several  distinct  debts  to  one  person  makes  a  paym^t 
to  him,  either  with  express  intimation^  or  under  circumstances,  implying  that  the 
payment  is  to  be  applied  to  some  particular  debt,  the  payment,  if  accepted,  must 
be  applied  accordingly. 

Ulustrations. 

{a.)  A.  owes  B.  (among  other  debts^  1,000  rupees  upon  a  promissory  note,  which  fclb 
due  on  the  1st  June.  He  owes  B.  no  other  debt  of  that  amount.  Ou  the  1st  June  A.  pays 
to  B.  1,000  rupees.     The  payment  is  to  be  applied  to  the  discharge  of  the  promissory  note. 

(i.)  A.  owes  to  B.  (among  other  debts)  the  sum  of  667  rupees.  B.  writes  to  A.  and 
demands  payment  of  this  sum.  A.  sends  to  B.  667  rupees.  This  payment  is  to  be  applied 
to  the  discharge  of  the  debt  of  which  B.  had  demanded  payment* 

40.  Where  the  debtor  has  omitted  to  intimate  to  which  debt  the  payment  is 
to  be  applied,  the  creditor  is  at  liberty  to  apply  it  at  his  discretion  to  any  lawful 
debt  actually  due  and  payable  to  him  from  the  payer,  on  giving  notice  thereof  to 
the  payer  within  a  reasonable  time. 

41.  Where  neither  party  makes  any  appropriation,  the  payment  shall  be  applied 
in  discharge  of  the  debts  in  order  of  time.  If  they  are  of  equal  standing,  the 
payment  shall  be  applied  in  discharge  of  each  proportionately. 
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42.  Where  a  person  who  has  come  under  an  engagement  to  another  has  made 
him  an  oflTer  of  performance,  and  the  offer  has  not  been  accepted,  the  person  who 
has  made  such  offer  is  not  responsible  for  non-performance  so  caused,  nor  does 
he  thereby  lose  his  title  to  claim  performance  of  any  reciprocal  engagement. 

43.  In  order  to  constitute  a  valid  offer  of  performance,  the  following  rules 
must  be  observed : — 

First.  The  offer  must  be  made  at  a  proper  time  and  place,  and  under  such  cir- 
cumstances that  the  person  to  whom  it  is  made  may  have  a  reasonable  opportunity 
of  ascertaining  whether  the  thing  tendered  really  is  what  it  purports  to  be. 

Second.  The  offer  must  be  a  tender  of  the  whole  thing  which  the  other  party 
to  the  engagement  is  entitled  to  demand. 

Third.  It  must  be  unconditional. 

Fourth.  An  offer  to  one  of  several  joint  creditors  has  the  same  legal  conse- 
quences as  an  offer  to  all  of  them. 

Explanation. — Where  the  performance  of  an  engagement  would  involve  the 
production  of  a  certain  thing,  it  is  not  necessary  to  the  validity  of  a  tender  that 
the  thing  should  actually  be  produced,  if  the  person  entitled  to  claim  performance 
does  not  require  that  it  should  be  produced. 

44.  When  two  persons  have  jointly  come  under  an  engagement  by  contract  to 
a  third  person,  then,  unless  a  contrary  intention  appears  by  the  contract,  the 
liability  to  perform  the  engagement  rests,  as  between  them  and  him,  on  those 
two  persons  during  their  joint  lives,  and  after  the  death  of  either,  on  his  repre- 
sentative jointly  with  the  survivor,  and  after  the  death  of  the  survivor,  on  the 
representatives  of  both  jointly. 

45.  As  between  themselves,  persons  who  have  jointly  come  under  an  engage- 
ment are  bound  (unless  a  contrary  intention  appears  by  the  contract)  to  bear  the 
burden  of  its  performance  equally ;  and  if  one  of  them  is  unable  to  bear  his  share 
of  the  burden,  the  others  must  make  up  the  deficiency  by  equal  contributions. 

Ea^planation. — This  rule  is  not  to  prevent  a  surety  from  recovering  his  dis- 
bursements from  the  principal,  or  to  entitle  the  principal  to  recover  anything 
from  the  surety. 

Illustrations. 

(a.)  A.,  B.,  and  C.  are  under  a  joint  engagement  to  pay  D.  the  sum  of  3,000  rupees.  A  is 
insolvent,  but  his  assets  are  sufficient  to  pay  one-half  of  his  debts.  A.'8  estate  pays  600 
rupees.     B.  and  C.  must  pay  1,250  rupees  each* 

(i.)  A,  6.,  and  C.  are  under  a  joint  engagement  to  pay  D.  3,000  rupees,  A.  and  B.  being 
in  fact  only  sureties  for  C.  C.  is  unable  to  pay  anything,  and  A.  pays  the  whole.  A.  is 
entitled  to  receive  1,500  rupees  from  B. 

(c.)  A.,  B.,  and  C.  are  under  a  joint  engagement  to  pay  D.  3,000  rupees,  A.  and  B.  being 
in  lact  only  sureties  for  C.  C.  is  unable  to  pay ;  A.  and  B.  are  compelled  to  pay  the  whole 
sum.     They  are  entitled  to  recover  it  from  C. 

46.  Where  two  persons  have  jointly  come  under  an  engagement  by  contract  See  u.  186. 
to  a  third  person^  a  release  by  the  creditor  of  one  of  them  does  not  discbarge  the 

other ;  neither  does  it  free  that  one  from  responsibility  to  the  other. 

47.  When  a  person  has  come  under  an  engagement  by  contract  to  two  other 
persons  jointly,  then^  unless  a  contrary  intention  appears  by  the  contract^  the  right 
to  claim  performance  rests  (as  between  him  and  them)  with  them  during  their 
joint  lives,  and  after  the  death  of  either,  with  his  representative  jointly  with  the 
survivor,  and  after  the  death  of  the  survivor,  with  the  representatives  of  both 
jointly. 

nhistrotion. 

A.,  in  consideration  of  5,000  rupees  lent  to  him  by  B.  and  C,  enters  into  an  engagement 
by  contract  with  B.  and  C.  to  repay  them  that  sum  with  interest  on  a  day  specified.  B  dies* 
The  right  to  claim  performance  rests  with  B.'s  representative  jointly  with  C,  during  C.'s 
life,  and  after  the  death  of  C.  with  the  representatives  of  B.  and  C.  jointly. 

48.  When  a  party  to  a  contract  has  refused  to  perform,  or  disabled  himself 
from  pefonuing,  his  engagement  in  its  entirety,  the  party  who  has  entered  into 
the  reciprocal  engagement  may  put  an  end  to  the  contract,  provided  he  has  not 
signified^  expressly  or  impliedly,  that  he  acquiesced  in  its  continuance. 
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Illustrations. 

{a\  A.,  a  singer^  enters  into  an  engagement  with  B.^  the  manager  of  a  theatre,  to  sing  at 
Ills  tneatre  two  nights  in  every  week  during  the  next  two  months,  and  B.  engages  to  pay  her 
100  rupees  for  each  night's  performance.  On  the  sixth  night  the  signer  wilfully  absents 
herself  from  the  theatre.     B.  is  at  liberty  to  put  an  end  to  the  contract. 

(J).  A.,  a  singer,  enters  into  an  engagement  with  B.,  the  manager  of  a  theatre,  to  sing  at 
his  theatre  two  nights  in  every  week,  during  the  next  two  months ;  and  B.  engages  to  pay 
her  at  the  rate  of  100  rupees  for  each  night  On  the  sixth  night  the  singer  wilfully  absents 
hei-self.  With  the  assent  of  B.  she  sings  on  the  seventh  night.  B.  has  signified  his  acquies- 
cence in  the  conUnuance  of  the  contract,  and  cannot  now  put  an  end  to  it,  but  is  entitled  to 
compensation  for  the  damage  sustained  by  him  through  her  failure. 

49.  A  person  who  rightfully  puts  an  end  to  an  engagement  is  entitled  to  com- 
pensation for  any  damage  he  has  sustained. 

60.  When  a  contract  has  been  broken,  if  a  sum  is  named  in  the  contract  itself 
as  the  amount  to  be  paid  in  case  of  such  breach,  the  amount  so  named  shall  be 
paid  accordingly  ;  but  if  no  sum  has  been  named  in  the  contract  itself,  the  party 
who  suffers  by  such  breach  is  entitled  to  receive  from  the  party  who  has  brokea 
the  contract,  compensation  for  loss  or  damage  caused  to  him  thereby,  provided 
that  it  has  naturally  arisen  in  the  usual  course  of  things  from  such  breach,  or  that 
it  was  in  the  knowledge  of  the  parties  at  the  time  they  made  the  contract,  that 
such  loss  or  damage  uould  probably  result  from  the  breach  of  it. 

Such  compensation  is  not  to  be  given  for  any  remote  and  indirect  loss  or  damage 
sustained  by  reason  of  the  breach. 

Explanation. — In  estimating  the  loss,  the  means  which  existed  of  remedying 
the  inconvenience  caused  by  the  non-performanCQ  of  the  engagement  must  be 
taken  into  account. 

Illiistratiojis. 

{a.)  A  enters  into  an  engagement  by  contract,  that  in  case  he  fails  to  pay  B.  500  rupees 
on  a  certain  day,  he  shall  immediately  become  liable  to  pay  him  1,000  rupees.  A  faibto 
|)ay  B.  500  rupees  on  the  day  named.     A.  has  become  liable  to  pay  B.  1,000  rupees. 

(b.)  A.  enters  into  an  engagement  by  contract,  that  if  he  practises  as  a  surgeon  in  the 
town  of  Z.,  he  shall  pay  B.  5,000  rupees.  A.  commits  a  breach  of  the  engagement.  The 
sum  of  5,000  rupees  is  actually  payable  by  A.  to  B. 

(c.)  A.  agrees  to  sell  and  deliver  50  maunds  of  saltpetre  to  B.  at  a  certain  price,  to  be 
paid  on  delivery.  A.  breaks  his  en^gement.  B.  is  entitled  to  receive  from  A.  by  way  of 
compensation  the  sum,  if  any,  by  which  the  contract  price  falls  short  of  the  price  for  which 
B.  might  have  obtained  50  maunds  of  saltpetre  of  like  quality  ai  the  time  when  the  saltpetre 
ought  to  have  been  delivered. 

{d.)  A.  hires  B.'s  ship  to  go  to  Bombay,  and  there  take  on  board  on  the  1st  of  January 
a  cargo  (which  A.  is  to  provide)  and  to  bring  it  to  Calcutta ;  the  freight  to  be  paid  when 
earned.  B.'s  ship  does  not  go  to  Bombay,  but  A.  has  opportunities  of  procuring  suitable 
conveyance  ibr  the  cargo  upon  terms  as  advantageous  as  those  on  which  he  had  chartered 
the  ship.  A.  avails  himself  of  those  opportunities,  but  is  put  to  trouble  and  expense  in 
doing  so.  A.  is  entitled  to  receive  compensation  from  B.  in  respect  of  such  trouble  and 
expense. 

(e.)  A.  a2;rees  to  sell  and  deliver  to  B.  on  the  Ist  of  January,  at  a  stated  price,  a  certaia 
quantity  of  cotton,  to  be  paid  for  on  delivery.  Afterwards,  on  the  1st  December,  A. 
announces  to  B.  that  he  does  not  intend  to  perform  his  engagement,  and  on  theUtof 
January  he  delivers  no  cotton  to  B.  B.  is  entitled  to  receive  from  A.,  by  way  of  compensa- 
tion, the  excess,  if  any,  of  price  of  the  like  quantity  of  cotton  on  the  Ist  of  January  over  the 
contract  price. 

(/.)  A.  agrees  to  sell  and  deliver  to  B.  on  the  1st  of  January  a  certain  quantity  of  sugar, 
for  which  B.  pays  him  in  advance.  Afterwards,  on  the  1st  of  December,  A*  informs  B. 
that  he  does  not  intend  to  deliver  the  sugar,  and  on  the  1st  of  January  he  does  not  deliver 
it.  B.  is  entitled  to  receive  from  A.  the  money  paid,  together  with  current  mercantile 
interest,  and  also  by  way  of  compensation,  the  excess,  if  any,  of  the  sum  for  which  the  sugar 
could  have  been  procured  by  him  on  the  1st  of  January,  over  the  sum  paid  in  advance. 

(g.)  A.  agrees  to  buy  of  6.,  at  a  stated  price,  50  maunds  of  rice,  no  time  being  fixed  for 
delivery.  A.  afterwards  intimates  to  B.  that  he  will  not  accept  the  rice  if  tendered  to  him. 
B.  is  entitled  to  receive  from  A.,  by  way  of  compensation,  the  amount,  if  any,  by  which  the 
contract  price  exceeds  that  which  6.  could  have  obtained  for  the  rice  at  the  time  of  the 
refusal. 

(A.)  A.  agrees  to  buy  B.'s  ship  for  60,000  rupees,  but  breaks  his  engagement  A.  most 
pay  to  B.,  by  way  of  compensation,  the  excess,  if  any,  of  the  contract  price  over  the  price 
which  B.  can  obtain  for  the  ship  at  (he  time  of  the  breach  of  engagement. 

(i.)  A.  agrees  to  buy  of  B.,  at  a  stated  price,  100  bales  of  jute,  to  be  ddivered  oa  the 
1st  of  January.  Afterwards,  on  the  15th  of  December,  A.  gives  notice  to  B.  that  he  will  not 
accept  the  jute  ;  on  the  1st  January  the  jute  is  tendered  to  A.,  who  refuses  to  accept  it 
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A.  must  pay  to  B.,  by  way  of  compensation^  the  excess^  if  any,  of  the  contract  price  over 
the  sum  which  B.  could  obtain  for  the  jute  on  the  1st  of  January. 

(j.)  A.,  the  owner  of  a  boat,  enters  into  an  enj^agement  by  contract  with  B.  to  take  a  cargo 
of  jute  to  Mii*zapore,  for  sale  at  that  place,  starting  on  a  specified  day.  The  boat  does  not 
start  at  the  time  appointed,  whereby  the  arrival  of  the  cargo  at  Mirzapore  is  delayed  beyond 
the  time  when  it  would  have  arrived  if  the  boat  had  sailed  according  to  the  contract  After 
that  date,  and  before  the  arrival  of  the  cara;o,  the  price  of  jute  falls.  The  measure  of  the 
compensation  payable  to  B.  by  A.  is  the  difference  between  the  price  which  B.  could  have 
obtained  for  the  cargo  at  Mirzapore  at  the  tioie  when  it  would  have  arrived  if  forwarded  in 
due  course,  and  its  market  price  at  the  time  when  it  actually  arrived. 

(A.)  A.  engages  to  repair  B.'s  house  in  a  certain  manner,  and  receives  payment  in  advance. 

A.  repairs  the  house,  but  not  according  to  contract  B.  is  entitled  to  recover  from  A.  the 
cost  of  making  the  repairs  conform  to  the  engagement. 

(/.)  A.  agrees  to  let  his  ship  to  B.  for  a  year,  from  the  1st  of  January  next,  for  a  certain 
price.  Freights  rise,  and  on  the  1st  of  January  the  hire  obtainable  for  the  ship  is  higher 
than  the  contract  price.  A.  breaks  his  engagement.  He  must  pay  to  B.,  by  way  of  com- 
pensation, a  sum  equal  to  the  difference  between  the  contract  price  and  the  hire,  which 
could  be  obtained  for  the  use  of  the  ship  on  the  1st  of  January. 

(fN.)  A.  engaged  to  supply  B.  with  a  certain  quantity  of  iron  at  a  fixed  price,  being  a 
higher  price  than  that  for  which  A.  could  procure  and  deliver  the  iron.  B.  wrongfully 
refused  to  receive  the  iron.  B.  must  pay  to  A.  by  way  of  compensation  the  difference 
between  the  contract  price  of  the  iron  and  the  sum  for  which  A.  could  have  obtained  and 
delivered  it 

(«.)  A.  delivers  to  B.,  a  common  carrier,  a  machine,  to  be  conveyed,  without  delay,  to 
A.'e  mill,  informing  B.  that  his  mill  is  stopped  for  want  of  the  machme.  B.  unreasonably 
delays  the  delivery  of  the  machine,  and  A.  in  consequence  loses  a  profitable  contract  with 
the  Government.  A.  is  entitled  to  receive  from  B.,  by  way  of  compensation,  the  average 
amount  of  profit  which  would  have  been  made  by  the  use  of  such  machine  during  the  time 
that  delivery  of  it  was  delayed,  but  not  to  the  loss  sustained  by  not  obtaining  the  Govern- 
ment contract 

(o.)  A.  having  entered  into  an  engagement  with  B.  to  supply  B.  with  1,000  tons  of  iron 
at  100  rupees  a  ton,  to  be  delivered  at  a  stated  time,  enters  into  an  agreement  with  C.  for 
the  purchase  of  a  certain  quantity  of  iron  at  80  rupees  a  ton,  telling  C.  that  he  does  so  for 
the  purpose  of  performing  his  engagement  with  B.  C.  fails  to  fulfil  his  engagement  with 
A.,  who  cannot  procure  other  iron,  and,  in  consequence,  fails  to  fulfil  his  engagement  with 

B,  C.  must  pay  to  A.  20,000  rupees,  being  the  profit  which  A.  would  have  made  by  the 
performance  of  his  engagement. 

(p.)  A.  entered  into  an  engagement  with  B.  to  make  and  deliver  to  B.  by  a  fixed  day,  for 
a  specified  price,  a  certain  piece  of  machinery.  A.  did  not  deliver  the  piece  of  machinery 
at  the  time  specified,  and  in  consequence  of  this  B.  was  obliged  to  procure  another,  at  a 
higher  price  than  that  which  he  was  to  have  paid  to  A.,  and  was  prevented  from  fulfilling 
an  engagement  under  which  he  lay  to  a  third  person  at  the  time  of  his  contract  with  A. 
(but  which  had  not  been  then  communicated  to  A.),  and  was  compelled  to  make  compensa- 
tion for  breach  of  his  engagement  A.  must  pay  to  B.,  by  way  ot  compensation,  the  differ- 
ence between  the  contract  price  of  the  piece  of  machinery  and  the  sum  paid  by  B.  for  another, 
but  not  the  sum  paid  by  A.  to  the  third  person  by  way  of  compensation. 

(q,)  A.,  a  builder,  undertakes  to  erect  and  finish  a  house  by  the  1st  of  January,  in  order 
that  B,  may  give  possession  of  it  at  that  time  to  C,  to  whom  B.  has  agreed  lo  let  it.  A.  is 
informed  of  the  agreement  between  B.  and  C.  A.  builds  the  house  so  badly  that  before  the 
1st  of  January  it  falls  down,  and  has  to  be  rebuilt  by  B.,  who  in  consequence  loses  the  rent 
which  he  was  to  have  received  from  C,  and  is  obliged  to  make  compensation  to  C.  for  the 
breach  of  his  engagement.  A.  must  make  compensation  to  B.  for  the  cost  of  rebuilding  the 
house,  for  the  rent  lost,  and  for  the  compensation  made. 

(r.)  A.  sells  certain  merchandise  to  B.,  warranting  it  to  be  of  a  particular  quality,  and  B., 
in  reliance  upon  this  warranty,  sells  it  to  C.  with  a  similar  warranty.  The  warranties  are 
broken,  and  B.  becomes  liable  to  pay  C.  a  sum  of  money  by  way  of  compensation.  B.  U 
entitled  to  be  reimbursed  this  sum  by  A. 

(s.)  A.  engages  to  supply  B.  with  a  thrashing  machine  on  the  15th  of  August;  he  is  aware 
at  the  time  of  entering  into  the  engagement  that  B.  is  in  the  habit  of  thrashing  out  his 
wheat  in  the  field,  and  sending  it  off  at  once  to  market.  A.  did  not  supply  the  machine  on 
the  16th  of  August,  but  assured  B.  from  day  to  day  that  it  would  be  delivered  shortly.  He 
delivered  the  machine  on  the  11th  of  September.  In  consequence  of  the  non-delivery  of  the 
machine,  it  became  necessary  for  A.  to  carry  the  wheat  home  and  stack  it;  it  was  injured 
by  exposure  to  the  weather,  and  had  to  be  dried  at  a  great  expense ;  its  quality  was  much 
deteriorated,  and  before  it  could  be  sold  the  market  price  of  wheat  had  fallen.  B.  in  con- 
sequence of  these  events  is  unable  to  pay  a  judgment  debt  to  C,  who  seizes  and  sells  his 
property  in  execution.  A.  must  make  compensation  to  B.  in  respect  of  the  expenses  of 
carrying,  stacking,  and  drying  the  wheat,  and  in  respect  of  its  deterioration  in  quality  ;  but 
not  m  respect  of  the  loss  sustained  by  B.  through  the  fall  in  the  market  price  of  wheat,  nor 
in  respect  of  the  seizure  of  his  property. 

(f.)  A.  has  entered  into  an  engagement  by  contract  to  pay  a  sum  of  money  to  B.  on  a 
day  specified.  A.  does  not  pay  the  money  on  the  day  appointed.  B.,  in  consequence  of 
not  receiving  the  money  on  that  day,  is  unable  to  pay  his  debts,  and  is  totally  ruined.     A. 
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is  not  liable  to  make  good  to  B.  anything  except  the  principal  sum  he  contracted  to  pay, 
together  with  interest  up  to  the  day  of  payment. 

(tf.)  A.  engaged  to  deliver  40  maunds  of  saltpetre  to  B«  on  the  Ist  of  January,  at  a  cer- 
tain price.  B.  afterwards,  before  the  Ist  of  January,  agreed  to  sell  the  saltpetre  to  G.  at  t 
price  higher  than  the  market  price  of  the  Ist  of  January.  A.  broke  his  engagement  In 
estimating  the  compensation  payable  by  A.  to  B.,  the  market  price  of  the  1st  of  Jaooary, 
and  not  the  profit  which  would  have  arisen  to  B.  from  the  sale  to  C,  is  to  be  taken  into 
account* 

(97.)  A.  engaged  to  sell  and  deliver  500  bales  of  cotton  to  B.  on  a  fixed  day.  A.  broke 
his  engagement,  and  B.  having  no  cotton,  was  obliged  to  close  his  milL  A.  is  not  respon- 
sible to  B.  for  the  loss  caused  to  B.  by  the  closing  of  his  mill* 

(w.)  A.  agi'eed  to  sell  and  deliver  to  B.  on  the  Ist  of  January  certain  cloth  which  B. 
intended  to  manufacture  into  caps  of  a  particular  kind^  for  which  there  wos  no  demand 
except  at  that  season.  The  cloth  was  not  delivered  till  long  after  the  appointed  time,  and 
too  late  to  be  used  that  year  in  making  caps.  A.  is  entitled  to  receive  from  B.,  by  way  of 
compensation,  the  difference  between  the  contract  price  of  the  cloth  and  its  market  price  at  the 
time  of  delivery,  but  not  the  profits  which  he  expected  to  obtain  by  making  caps,  nor  the 
expenses  which  he  has  been  put  to  in  making  preparation  for  the  manufacture. 

(ar.)  A.,  a  shipowner,  agreed  with  B.  to  convey  him  from  Calcutta  to  Sydney  in  A.'g 
ship,  sailing  on  the  1st  of  January ;  and  B.  paid  to  A.,  by  way  of  deposit,  one-4ialf  of  his 
passage  money.  The  ship  did  not  sail  on  the  1st  of  January,  and  B.,  after  being  in  con* 
sequence  detained  in  Calcutta  for  some  time,  and  thereby  put  to  some  expense,  proceeded 
to  Sydney  in  another  vessel,  and  in  consequence,  arriving  too  late  in  Sydney,  lost  a  sum  of 
money.  A.  is  liable  to  repay  to  B.  his  deposit  with  interest,  and  the  e]q>en8e  to  which  he 
was  put  by  his  detention  in  Calcutta,  but  not  the  sum  of  money  which  he  lost  by  arriring 
in  Sydney  too  late. 

51.  Specific  performance  of  a  contract  is  the  doing  or  the  delivery  of  the 
thing  contracted  for,  as  the  case  may  be,  according  to  the  terms  of  the  contract 

52.  Where  an  engagement  by  contract  has  been  made  between  any  persons 
for  the  creation  or  transfer  of  any  interest  in  immoveable  property,  or  for  the 
delivery  of  any  specific  article  of  moveable  property,  and  the  party  who  has 
entered  into  such  engagement  fails  to  perform  it,  the  Court  may,  at  the  suit  of 
any  other  party  to  the  coiitract,  order  specific  performance  of  the  engagement, 
with  or  without  compensation  in  respect  of  loss  or  damage  caused  by  his  de&ult. 

Explanation. — An  agreement  to  cultivate  land  in  a  particular  manner,  or  to 
grow  particular  crops,  does  not  create  such  an  interest  in  immoveable  property 
as  is  contemplated  by  this  section. 

Illustration. 

(a.)  A.  agrees  with  B.  to  sell  hipi  a  house  for  1,000  rupees.  B.  is  entitled  to  a  decree 
directing  A.  to  convey  the  house  to  him,  he  paying  the  purchase  money. 

(J.)  A.  agiees  with  B.  to  give  him  a  bill  of  lading  of  a  certain  cargo.  B.  is  entitled  to 
have  the  bill  of  lading  signed  by  A. 

(c.)  A.  agrees  with  B.  to  prepare  and  sow,  and  cultivate  a  field  with  indigo,  and  to 
deliver  him  the  crop  ;  when  the  crop  is  cut  and  ready  for  delivery,  B.  is  entitled  to  have  the 
crop  delivered  to  him  in  specie ;  but  he  is  not  entitled  to  a  decree  directing  A.  to  prepare, 
or  sow,  or  cultivate. 

(rf.)  A.  agrees  with  B.  that  he  will  paint  a  picture  for  him,  and  the  picture  is  painted, 
B.  is  entitled  to  have  it  delivered  to  him,  but  B.  is  not  entitled  to  a  decree  ordering  A.  to 
paint  or  to  complete  the  painting  of  the  picture*. 

(e.)  A.  agrees  with  B.  to  edit  a  periodical  work  for  the  remuneration  of  1,000  rupees  per 
month.  B.  cannot  enforce  against  A.  the  specific  performance  of  this  contract;  and,  as  the 
rights  and  obligations  are  mutual,  A.  cannot  enforce  against  B.  the  specific  performance  of 
this  contract. 

[N.B. — In  this  case  either  party  can  obtain  compensation  for  the  loss  sustained  by 
him  by  the  failure  of  A.  to  perform  bis  engagement] 

(/.)  A.  agiees  with  B.  to  deliver  to  him  40  chests  of  indigo  at  1,000  rupees  per  chest 
A.  fails  to  perform  his  en^gement.  B.  cannot  obtain  specific  performance  of  the  contract, 
but  can  obtain  compensation  for  the  loss  sustained  by  hrm  by  reason  of  A/s  failure  to  com- 
plete the  contract 

[ff.)  A.  agrees  with  B.  to  sell  him  a  house  for  10,000  rupees,  the  price  to  be  paid  and 
possession  given  on  the  1st  of  January  1866.  A.  fails  to  perform  his  engagement  B. 
brings  his  suit  for  specific  peformance,  which  is  decided  in  his  favour  on  the  Ist  of  Janaary 
1866.  The  decree  ou^ht,  besides  ordering  specific  performance,  to  award  to  B.  compensa- 
tion lor  any  loss  or  damage  which  he  has  sustained  by  A/s  refusal. 

53.  Where  a  party  to  a  contract  is  unable  to  perform  the  whole  of  the  engage- 
ment -which  he  has  entered  into  with  another  party,  but  the  part  whidi  must  be 
left  unperformed  bears  only  a  small  proportion  to  the  whole  in  value,  and  admits 
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of  compensation  iu  money,  the  Court  may,  at  the  suit  of  either  party,  direct  the 
specific  performance  of  so  much  of  the  engagement  as  can  be  performed,  and 
award  compensation  in  money  for  the  deficiency.  In  such  case  neither  party 
shall  be  entitled  to  compensation  for  loss  or  damage  caused  by  the  neglect  or 
default  of  the  other  party  to  perform  the  engagement. 

Illustration. 

A.  agrees  to  sell  B.  a  piece  of  land  consisting  of  100  biggahs.  It  turns  out  that  98  big- 
gahs  of  the  land  belong  to  A.  and  the  two  remaining  biggahs  to  a  stranger,  who  refuses  to 
part  with  them.  A.  may  be  directed  at  the  suit  of  B.  to  convey  to  B.  the  98  biffgahs,  and 
to  make  compensation  to  him  for  not  conveying  the  two  remaining  biggahs ;  or  d.  may  be 
directed,  at  the  suit  of  A.,  to  pay  to  A.,  on  receiving  the  conveyance  and  possession  of  the 
[and»  the  stipulated  purchase-money,  less  a  sum  awarded  as  compensation  for  the  deficiency. 

54.  Where  a  party  to  a  contract  is  unable  to  perform  the  whole  of  the  engage- 
ment which  he  has  entered  into  with  another  party,  and  the  part  which  must  be 
left  unperformed  forms  a  considerable  portion  of  the  whole,  the  party  in  default 
is  not  entitled  to  obtain  a  decree  for  specific  performance  ;  but  the  Court  may, 
at  the  suit  of  the  other  party,  direct  the  party  in  default  to  perform  specifically 
80  much  of  the  engagement  as  he  can  perform,  provided  that  the  party  seeidng 
specific  performance  relinquishes  all  claim  to  further  performance  and  all  right 
to  compensation,  either  for  the  deficiency  or  for  the  loss  or  damage  sustained  by 
him  through  the  default  of  the  other  party. 

Illusirations. 

(a.)  A.  agrees  to  sell  to  B.  a  piece  of  land  consisting  of  100  biggahs.  It  turns  out  that 
50  biggah^  bf  the  land  belong  to  A.,  and  the  other  60  biggahs  to  a  stranger,  who  refuses  to 
part  with  them.  A.  cannot  obtahi  a  decree  against  B*  for  the  specific  performance  of  the 
contract ;  but  if  B.  is  willing  to  pay  the  price  agreed  upon,  and  to  take  the  50  biggahs 
which  belong  to  A.,  waiving  all  right  to  compensation  either  for  the  deficiency  or  for  loss 
sustained  by  him  through  A.'s  neglect  or  default,  B.  is  entitled  to  a  decree  directing  A.  to 
convey  tKbse  50  biggahs  to  him  on  payment  of  the  purchase-money. 

(b.)  A.  agrees  to  sell  to  B.  an  estate  with  a  house  and  garden  for  100,000  rupees.  It 
turns  out  that  A.  is  unable  to  convey  the  garden.  A.  cannot  obtain  a  decree  against  B.  for 
the  specific  performance  of  the  contract :  but,  if  B.  is  willing  to  pay  the  price  agreed  upon, 
and  to  take  the  estate  and  house  uithout  the  garden,  waiving  all  right  to  compensation 
either  for  the  deficiency  or  for  loss  sustained  by  him  through  A.'s  neglect  or  de&ult,  B.is 
entitled  to  a  decree,  directing  A.  to  convey  the  house  to  him  on  payment  of  the  piu*cha8e  money. 

55.  Except  in  cases  coming  under  one  or  other  of  the  two  last  preceding  sec- 
tions, it  is  not  competent  for  the  Court  to  direct  the  specific  performance  of  a 
part  of  an  engagement  by  contract. 

56.  It  shall  be  competent  to  the  Court  to  award  compensation  in  cases  where 
specific  performance  is  sued  for  and  the  Court  does  not  think  fit  to  order  it. 

67.  In  every  case  the  Court  shall  have  power  to  give  compensation  in  money 
in  lieu  of  the  specific  performance  of  the  contract,  where  it  shall  appear  to  the  Court 
that  specific  performance  would  inflict  damage  or  injury  on  one  party  to  the  con- 
tract without  any  corresponding  benefit  to  the  party  seeking  specific  performance. 

58.  Where  the  specific  performance  of  an  engagement  is  ordered^  and  it  Code  of  Civil  Pro- 
appears  to  the  Court  that  such  specific  performance  ought  to  be  made  by  a  party  cedure,  s.  202. 
by  executing  a  conveyance,  orlby  endorsing  a  negotiable  instrument^  and  the 

party  ordered  to  execute  or  endorse  such  conveyance  or  negotiable  instrument 
shall  neglect  or  refuse  so  to  do,  any  party  interested  in  having  the  same  executed 
or  endorsed  may  prepare  a  conveyance  or  endorsement  of  the  instrument  in 
accordance  with  the  terms  of  the  decree,  and  tender  the  same  to  the  Court  for 
execution  upon  the  proper  stamp  (if  any  is  required  by  law)  and  the  signature 
thereof  by  the  judge,  shall  have  the  same  efiect  as  the  execution  or  endorsement 
thereof  by  the  party  ordered  to  execute. 

59.  Where  a  contract  contains  an  engagement  express  or  implied,  by  one 
party,  that  he  will  abstain  from  doing  any  act,  the  Court  may,  at  the  suit  of 
another  party,  issue  an  injunction  to  restrain  the  breach  of  such  engagement, 
provided  such  other  party  has  not  failed  to  perform  his  own  engagement. 

Exception. — ^This  section  shall  not   apply  to  engagements  relating  to  the 
cultivation  of  land  or  the  growing  particular  crops. 
239.  c  2 
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Illustrations. 

(a.)  A.  agrees  with  B.  that  he  will  sin^  at  B/s  theatre  for  a  twelvemonth.^  B.  cannot 
have  aL  order  directing  A.-  to  sing,  but  he  is  entitled  to  have  an  order  restraining  A.  from 
singing  at  any  other  place  of  entertainment. 

(b.)  B.  agrees  with  A.  that  he  will  serve  him  faithfully  for  twelve  months  as  a  clerk. 

A.  is  not  entitled  to  an  order  directing  B.  to  serve,  but  he  is  entitled  to  an  order  restraining 

B.  from  servinji^  a  rival  house,  or  doing  any  other  act  to  the  injury  of  A.  in  his  business, 
(c.)  A.  agrees  with  B.  that  in  consideration  of  a  sum  of  money  to  be  paid  to  him  by  B. 

on  a  day  fixed,  he  will  not  set  up  a  certain  business  within  a  specified  distance.  B.  makes 
default  in  payment  of  the  money.  A.  cannot  be  restrained  from  carrying  on  business  within 
the  specified  distance. 


On  certain  Obligations  resembling  those  Created  by  Contract. 

60.  Where  a  person  has,  either  by  words  spoken  or  written,  or  by  his  con- 
duct, led  another  to  believe  that  a  certain  state  of  things  exists  which  does  not 
really  exist,  with  the  intention  that  the  other  shall  act  upon  such  belief  in  a 
transaction  between  them,  and  the  other  accordingly  acts  upon  such  belief,  the 
person  who  has  caused  such  belief  is  bound  to  place  the  other  in  the  same  posi- 
tion as  if  such  a  state  of  things  had  existed,  or,  in  default,  to  make  compensation 
to  the  other  in  respect  of  any  loss  or  damage  which  he  has  incurred  by  acting 
upon  such  belief. 

61.  A  person  who,  by  a  false  representation,  induces  another  to  enter  into  a 
contract  with  a  third  party,  is  bound  to  make  good  the  representation  if  he  knew 
it  to  be  false,  or  if  in  the  due  discharge  of  his  duty  he  ought  to  have  known  it  to 
be  so. 

Ulustrations. 

(a.)  A.  is  trustee  for  B.  of  certain  property.  B.  creates  a  charge  upon  the  trust  property, 
of  which  notice  is  given  to  A.  B.  afterwards  enters  into  treaty  with  C.  for  the  sale  of  the 
property.  C.  asks  A.  whether  the  property  is  incumbered  or  not.  A.  not  rememberine  the 
notice,  replies  in  the  negative,  and  C.  thereupon  buys  the  property.  A  as  well  as  ^.  is 
responsible  for  the  discharge  of  the  incumbrance. 

(ft.)  A.  conveys  his  property  to  B.,  and  permits  him  to  appear  as  the  owner  of  it,  upon  a 
secret  trust  for  A.'s  benefit.  B.  alienates  the  property  to  a  person  who  is  not  aware  of  the 
trust.     A.  cannot  dispute  the  alienation. 

(c.)  A.  being  applied  to  by  B.  for  merchandise  upon  credit,  asks  C.  whether  B.  is  in  good 
circumstances.  C.,  knowing  B.  to  be  deeply  in  debt,  with  the  intention  of  inducing  A.  to 
comply  with  B/s  wishes,  replies  that  B.  is  in  good  circumstances.  In  consequence  of  this 
reply,  A.  lets  B.  have  the  merchandise  on  credit.  B.  becomes  insolvent  before  the  time 
for  payment  arrives.     0.  is  liable  to  make  good  to  A.  the  value  of  the  merchandise. 

{d.)  C,  without  any  particular  knowledge  of  B.'s  means,  speaks  of  hiui  in  the  presence 
of  A.  as  a  person  in  o^ood  circumstances.  A.  in  consequence  lets  B.  have  merchandise  on 
credit.  B.  becomes  insolvent.  C.  is  not  liable  to  make  good  to  A.  the  value  of  the  mer- 
chandise. 

62.  If  one  person  makes  a  deliberate  statement  as  to  his  own  future  conduct 
to  another,  with  the  intent  that  it  should  be  acted  upon,  and  the  other  acts 
upon  the  faith  of  such  assurance,  the  person  who  made  the  statement  must  make 
it  good.  ^ 

Illustration.  ' 

A.  holding  a  decree  against  B.,  and  knowing  that  B.  is  desirous  to  be  married  toC, 
assures  the  ^ther  of  C.  that  he  will  never  enforce  the  execution  of  the  decree  against  B. 
C.'s  father,  relying  on  thU  assurance,  permits  the  marriage  to  take  place.  A.  is  not  entitled 
to  enforce  the  execution  of  the  decree. 

63.  If  a  person  incapable  of  entering  into  a  contract,  or  any  one  whom  he  is 
legally  bound  to  support,  is  supplied  by  another  person  with  necessaries  suited 
to  his  condition  in  life,  the  person  who  has  furnished  such  supplies  is  entitled  to 
be  reimbursed  from  the  property  of  such  incapable  person. 

Illustrations. 

(a.)  A.  supplies  B.,  a  minor,  with  necessaries  suitable  to  his  condition  in  life.  A.  is 
entitled  to  be  reimbursed  from  B.'s  property. 

(i.)  A.  supplies  the  wife  and  children  of  B.,  a  lunatic,  vnih  necessaries  soitable  to  their 
condition  in  life.    A.  is  entitled  to  be  reimbursed  from  B.'s  property. 

64.  A  person 
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64.  A  person  who  is  interested  in  the  payment  of  money  which  another  is 
bound  by  law  to  pay,  and  who  therelbre  pays  it,  is  entitled  to  be  reimbursed  by 
the  other. 

Illustration. 

A.  holds  some  land  in  Bengal  as  zemindar.  B.  holds  the  land  on  a  lease  granted  by  A. 
Tbe  revenue  payable  by  A  to  the  Government  being  in  arrear,  his  land  is  ad  vertised  for 
sale  by  the  Government.  Under  the  revenue  law,  the  consequence  of  such  sale  will  be  the 
annulment  of  B.'s  lease.  B.,  to  prevent  the  sale  and  the  consequent  annulment  of  his  own 
lease,  pays  to  the  Government  the  sum  due  from  A.  A.  is  bound  to  make  good  to  B.  the 
amount  so  paid. 

66.  Where  a  person  lawfully  does  anything  for  another  person,  or  delivers 
anything  to  him,  not  intending  to  do  so  gratuitously,  and  the  other  enjoys  the 
benefit  thereof,  die  latter  is  bound  to  restore  or  to  make  compensation  to  the 
former  in  respect  of  the  thing  so  done  or  delivered. 

This  rule  shall  apply,  notwithstanding  that  there  shall  have  been  a  larger 
contract  between  the  parties,  which  has  been  put  an  end  to  by  reason  of  a  breach 
thereof. 

Illustratians. 

(a.)  A.»  a  tradesman,  leaves  goods  at  B.'s  bouse  by  mistake.  B.  treats  the  goods  as  his 
own.     He  is  bound  to  pay  A.  for  them. 

(6.)  A.  contracts  with  B.  to  deliver  to  him  250  maunds  of  rice  before  the  1st  of  May. 
A.  delivers  130  maunds  only  before  that  day  and  none  after.  B.  retains  the  ISO  maunds 
after  the  1st  of  May.     He  is  bound  to  pay  A.  for  them. 

(c.)  A.,  a  singer,  enters  into  an  engagement  with  B.,  the  manager  of  a  theatre^  to  sing  at 
his  theatre  for  two  nights  in  every  week  during  the  next  two  months,  and  B.  en^ges  to  pay 
her  100  rupees  for  each  night*s  performance;  on  the  sixth  night  the  singer  wilfully  absents 
herself  from  the  theatre,  and  B.  in  conseouence  puts  an  end  to  the  engagement.  B.  must 
pay  A.  for  the  five  nights  on  which  she  had  sung. 

66.  A  person  who  finds  goods  belonging  to  another,  and  takes  them  into  his  See  Sections  on 
custody,  is  subject  to  the  same  responsibility  as  a  bailee.  Bailments. 

67*  A  person  to  whom  money  has  been  paid  by  mistake  or  under  coercion  is 
liable  to  repay  it. 

Illustration. 

A.  and  B.  jointly  owe  100  rupees  to  C.  A.  alone  pays  the  amount  to  C,  and  B.,  not 
knowing  this  fact,  pays  100  rupees  over  again  to  C.  C.  is  bound  to  repay  the  amount 
toB. 


Sale  of  Goods. 

68.  In  the  following  chapter  the  word  '^goods'*  is  used  to  denote  every  kind 
of  moveable  property. 

69.  Sale  is  the  exchange  of  anything  which  is  property  for  a  price.  It  in- 
volves the  transference  of  the  ownership  of  the  thjng  sold  from  the  seller  to  the 
buyer. 

70.  Sale  is  effected  by  offer  and  acceptance  of  ascertained  goods  for  a  price, 
or  of  a  price  for  ascertained  goods,  together  with  payment  of  the  price  or  delivery 
of  the  goods,  or  with  tender,  part  payment,  earnest,  or  part  delivery,  or  with  an 
agreement,  express  or  implied,  that  the  payment  or  delivery,  or  both,  shall  be 
postponed. 

Illustrations, 

(a.)  B.  offers  to  buy  A.*8  horse  for  600  rupees.  A.  accepts  the  offer,  and  tells  B.  to  take 
away  the  horse.    The  horse  has  been  sold  to  B. 

(p.)  A.  sends  goods  to  B.,  with  the  request  that  he  will  buy  them  at  a  stated  price  if  he 
approves  of  them,  or  return  them  if  he  does  not  approve  of  them.  B.  retains  the  goods,  and 
informs  A.  that  he  approves  of  them.    The  goods  have  been  sold  to  B. 

(c.)  B.  offers  A.  for  his  horse  1,000  rupees,  the  horse  to  be  delivered  to  B.  on  a  stated 
day,  and  the  price  to  be  paid  on  another  stated  day.  A.  accepts  the  offer.  The  horse  has 
been  sold  to  B.  by  offer  and  acceptance  with  an  agreement  to  postpone  delivery  and 
payment. 

{d.)  B.  offers  A.  fpr  bis  horse  1^000  rupees,  on  a  month's  credit  A.  accepts  the  offer. 
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The  horse  has  been  sold  to  B.  by  offer  and  acceptance  with  an  agreement  to  postpone  tib» 
payment 

(e.)  B.,  on  the  1st  January  1863,  offers  to  A.  for  a  quantity  of  rice  2,000  rupees,  to  be 
paid  on  the  1st  March  following,  the  rice  not  to  be  taken  away  till  paid  for.  A  accepts 
the  offer.    The  rice  has  been  sold  to  B. 

71.  By  an  agreement  for  the  sale  of  a  thing  which  has  yet  to  be  ascertained, 
made,  or  finished,  no  ownership  of  any  portion  of  that  thing  passes  to  the  buyer 
until  it  is  ascertained^  made,  or  finished. 

lUusiration. 

B.  orders  A.,  a  baige-builder,  to  make  him  a  barge.  The  price  is  not  made  payable  by 
instalments.  While  the  barge  is  building,  B.  pays  to  A.  money  from  time  to  time  oa 
account  of  the  price.     The  ownership  of  the  barge  does  not  pass  to  B.  until  it  is  finifihed. 

72.  Where  by  an  agreement  for  the  sale  of  goods  the  seller  is  to  do  anything 
to  them  for  the  purpose  of  putting  them  into  a  state  in  which  the  buyer  is  to 
take  them^  the  ^e  is  not  complete  until  such  thing  has  been  done. 

Ulustratums. 

(a  )  A.y  a  shipbuilder^  agrees  to  sell  to  B.,  for  a  stated  price,  a  vessel  which  is  lyin 
A.'s  yard ;  the  vessel  to  be  rigged  and  fitted  for  a  voyage,  and  the  price  to  be  paid  on  de« 
livery.     Under  the  agreement  a  sale  is  not  effected  until  the  vessel  has  been  rigged,  fitted 
up,  and  delivered. 

(Jb.)  A.  contracts  to  build  a  ship  for  B.  for  a  price,  payable  by  instalments  dependent  on 
the  progress  of  the  building  of  the  ship,  and  the  ship  is  to  be  built  under  B.'s  superin- 
tendence. The  ownership  of  the  materials  incorporated  with  the  ship  passes  to  B.  at  the 
time  of  incorporation,  as  this  was  intended  by  the  parties,  but  the  materials  lying  in  A.'g 
yardy  tliough  suited  and  intended  for  the  ship^  do  not  pass  to  B.  imtil  they  are  actually 
incorporated  with  the  ship. 

73.  Where  anything  remains  to  be  done  to  the  goods  by  th^  seller  for  the 
purpose  of  ascertaining  the  amount  of  the  price,  the  sale  is  not  complete  until 
this  has  been  done. 

Illustrations. 

{a.)  A.,  owner  of  a  stack  of  bark,  agrees  to  sell  it  to  B.  at  100  rupees  per  ton ;  B.  agrees 
to  take  and  pay  for  it  on  a  certain  day.  Part  is  weighed  and  delivered  to  B.;  the  ownership 
of  the  residue  is  not  transferred  to  B.  until  it  has  been  weighed  pursuant  to  the  contract 

(ft.)  A.  agrees  to  sell  a  heap  of  clay  to  B.  at  a  certain  price  per  ton ;  B.  is  by  the  agree- 
ment to  load  the  clay  in  his  own  carts,  and  to  weigh  each  load  at  a  certain  weighing 
machine  which  his  carts  must  pass  over  on  their  way  from  A.'s  ground  to  B.'s  place  of 
deposit.  Here  nothing  more  remains  to  be  done  by  the  seller,  the  sale  is  complete,  and 
the  ownership  of  the  heap  of  clay  is  transferred  at  once. 

74.  Where  the  goods  are  not  ascertained  at  the  time  of  niaking  the  agree- 
ment for  sale,  it  is  necessary  to  the  completion  of  the  sale  that  the  goods  shall 
be  ascertained. 

Ulustraiion. 

A*  agrees  to  sell  to  B.  20  tuns  of  oil  in  A.'s  cisterns.  A's  cisterns  contain  more  than  SO 
tuns  of  oil.     B.  has  not  acquired  the  ownership  of  any  portion  of  the  oil. 

75.  Where  the  goods  are  not  ascertained  at  the  time  of  making  the  agreement 
for  sale,  but  goods  answering  the  description  in  the  agreement  are  subsequendy 
appropriated  by  one  party  for  the  purpose  of  the  agreement,  and  that  appropria- 
tion is  assented  to  by  the  other,  the  goods  have  been  ascertained,  and  the  sale  is 
complete. 

Hlzutratian. 

A.  having  a  quantity  of  sugar  in  bulk,  more  than  sufficient  to  fill  20  hogsheads,  agrees 
to  sell  B.  20  hogsheads  of  iu  After  the  agreement,  A.  fills  20  hogsheads  with  the  sogtr, 
and  gives  notice  to  B.  that  the  hogsheads  are  ready,  and  requires  him  to  take  them  amy* 
B.  says  he  will  take  them  as  soon  as  he  can.  By  this  appropriation  by  A.  and  assent  by 
B.,  the  ownership  passes  to  B. 

76.  Where  the  goods  are  not  ascertained  at  the  time  of  making  the  agreement 
for  sale,  and  by  the  terms  of  the  agreement  the  seller  is  to  do  an  act  with 
reference  to  the  goods  which  cannot  be  done  until  they  are  appropriated  to  the 
buyer,  the  seller  has  a  right  to  select  any  goods  answering  to  the  agreement,  and 
by  his  doing  so  the  goods  are  ascertained. 

Illustration. 

B.  agrees  with  A.  to  purchase  of  him  at  a  stated  price,  to  be  paid  on  a  fixed  day,  M 
maunda  of  rice,  out  of  a  larger  quantity  in  A.'s  granary.  It  is  agreed  that  B.  shall  send 
sacks  for  the  rice,  and  that  A.  shall  put  the  rice  into  them.  B.  does  so,  and  A.  puts  60 
maunds  of  rice  into  the  sacks.    The  goods  have  been  ascertained. 
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77.  Where  an  agreement  is  made  for  the  sale  of  immoveable  and  moveable 
property  combined,  the  ownership  of  the  moveable  property  does  not  pass  before 
the  transference  of  the  immoveable  property. 

Illustration* 

A.  agrees  with  B.  for  the  sale  of  a  house  and  furnitore.  The  ownership  of  the  furniture 
does  not  pass  to  B.  until  the  house  is  conveyed  to  B. 

78.  Where  goods  are  sold  by  auction,  there  is  a  distinct  and  separate  sale  of 
the  goods  in  each  lot,  by  which  the  ownership  thereof  is  transferred  as  each  lot 
is  l(nocked  down. 

79.  A  buyer  to  whom  the  ownership  of  the  goods  sold  has  passed,  is  liable 
to  bear  any  loss  arising  from  the  destruction  or  injury  of  the  goods. 

Illustration* 

B.  offers  and  A.  accepts  100  rupees  for  a  stack  of  firewood  standing  on  A.'s  premises^ 
the  firewood  to  be  allowed  to  remain  on  A.'s  premises  till  a  certain  day,  and  not  to  be 
taken  away  till  paid  for.  Before  payment,  and  while  the  firewood  is  on  A.'s  premises, 
it  is  accidentally  destroyed  by  fire.     B.  must  bear  the  loss. 

80.  A  valid  agreement  for  the  sale  of  goods  may  be  made  either  by  word 
of  mouth  or  by  writing. 

81.  The  ownership  of  goods  may  be  acquired  by  baying  them  from  any 
person  who  is  in  possession  of  them,  provided  that  the  buyer  acts  in  good 
faith,  and  under  circumstances  which  are  not  such  as  to  raise  a  reasonable 
presumption  that  the  person  in  possession  has  no  right  to  sell  them. 

Illustrations* 

(a.)  A.  steals  a  cow  from  B.,  and  sells  it  at  a  cattle  market  to  C,  a  purchaser  in  good  faith. 
A.  is  afterwards  convicted  of  the  theft.    B.  cannot  recover  the  cow  from  C. 

(6.)  A.,  a  person  whose  rank  and  occupation  are  not  such  as  to  account  for  his  having  plate 
in  his  possession,  sells  a  piece  of  plate  to  B.,  without  giving  a  satisfactory  explanation  of  the 
manner  in  which  he  had  become  possessed  of  it.  The  plate  had  in  fact  been  stolen  from  C. 
C,  on  proof  of  the  theft,  can  recover  the  plate  from  B. 

(c.)  A.,  a  commercial  agent,  to  whom  goods  have  been  consigned  with  instructions  not  to 
sell  them  without  reference  to  the  consignor,  sells  them  to  B.,  who  has  no  ground  for  a  reason- 
able presumption  that  A.  has  no  right  to  sell  them.    The  consignor  cannot  disturb  the  sale. 

(d.)  A.,  a  commercial  agent,  to  whom  goods  have  been  consigned  with  instructions  not  to 
sell  them  without  reference  to  the  consignor,  sells  them,  without  such  reference,  to  B.,  who  is 
acquainted  with  the  instructions  given  to  A.     The  sale  is  void  as  against  the  consignor. 

82.  The  ownership  of  goods  may  be  acquired  by  buying  them  from  any 
person  who  is  in  possession  of  a  bill  of  lading,  dock  warrant,  warehouse  keeper's 
certificate,  wharfinger's  certificate,  or  warrant  or  order  for  delivery,  or  any  other 
documentary  title  to  the  goods,  provided  that  the  buyer  acts  in  good  faith,  and 
under  circumstances  which  are  not  such  as  to  raise  a  reasonable  presumption 
that  the  person  in  possession  of  the  document  has  no  right  to  sell  the  goods. 

IllustratUm. 

A.  sells  to  B.  goods  of  which  he  has  the  bill  of  lading,  but  the  bill  of  lading  is  made 
out  for  delivery  of  the  goods  to  C,  and  it  has  not  been  indorsed  by  C.  The  sale  is  not 
valid. 

83.  Under  an  agreement  for  the  sale  of  goods  not  yet  in  existence,  the  owner- 
ship of  the  goods  may  be  transferred  by  acts  which,  after  the  goods  are  produced, 
are  done  in  pursuance  of  the  agreement  by  the  seller,  or  by  the  buyer  with  the 
seller's  assent. 

Illustrations. 

(a.)  A.  agrees  to  sell  to  B.,  for  a  stated  price,  all  the  indigo  which  shall  be  produced  at  A.'s 
factory  during  the  ensuing  year.  A.,  when  the  indigo  has  been  manufactured,  gives  to  B.  an 
acknowledgment  that  be  holds  the  indigo  at  his  disposal.  The  ownership  of  the  indigo  vests 
in  B.  from  the  date  of  the  acknowledgment. 

(b.)  A.,  for  a  stated  price,  agrees  that  B.  n)ay  take  and  sell  any  crops  that  shall  be  grown  on 
his  land  in  succession  to  the  crops  then  standing.  Under  this  agreement,  B.,  with  the  assent 
of  A.,  takes  possession  of  some  crops  grown  in  succession  to  the  crops  standing  at  the  time  of 
the  agreement.     The  ownership  of  the  crops  when  taken  vests  in  B. 

(c.)  A.,  for  a  stated  price,  agrees  that  B.  may  take  and  sell  any  crops  that  shall  be  grown  on 
his  land  in  succession  to  the  crops  then  standing.     Under  this  agfeement  B.  applies  to  A.  for 
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possessiou  of  some  crops  grown  in  succession  to  the  crops  which  were  standing  at  the  time  of 
ihe  agreement  A.  refuses  to  give  possession.  The  ownership  of  the  crops  does  not  pass 
toB. 

84.  An  agreement  for  the  sale  of  goods  to  be  delivered  at  a  future  day  is 
binding,  though  the  goods  are  not  in  the  possession  of  the  seller  at  the  time  of 
making  the  agreement,  and  though  at  that  time  he  has  no  reasonable  expectation 
of  acquiring  them  otherwise  than  by  purchase. 

Illustration, 

A.  agrees,  on  the  1st  January,  to  sell  B.  50  shares  in  the  East  Indian  Railway  Company, 
to  be  delivered  and  paid  for  on  the  1st  March  of  the  same  year.  A.,  at  the  time  of  makiog 
the  agreement,  is  not  in  possession  of  any  shares.     The  agreement  is  valid. 

85.  Where  there  has  been  a  sale  or  an  agreement  to  sell^  and  the  amount  of 
the  price  has  not  been  fixed,  it  shall  be  determined  by  the  consideration  of  what 
is  just  and  reasonable. 

lUusiratiofu 

B.,  living  at  Patna,  orders  of  A.,  a  coach  builder,  at  Calcutta,  a  carriage  of  a  particular 
description.  Nothing  is  said  by  either  as  to  the  price.  The  order  having  been  executed, 
and  the  price  being  in  dispute  between  the  buyer  and  the  seller,  the  amount  of  it  must  be 
determined  by  the  consideration  of  what  is  just  and  reasonable. 

86.  Delivery  of  goods  sold  may  be  made  by  doing  anything  which  has  the 
e£Fect  of  putting  them  in  the  possession  of  the  buyer,  or  of  any  person  authorised 
to  hold  them  on  hb  behalf. 

lUtutratians^ 

(a.)  A.  sells  to  B.  a  horse,  and  causes  or  permits  it  to  be  removed  from  A.'8  stables  to 
B/s.    This  is  a  delivery. 

(6.)  B.  in  England,  orders  100  bales  of  cotton  from  A.,  a  merchant  of  Bombay,  and 
sends  his  own  ship  to  Bombay  for  the  cotton.  The  putting  the  cotton  on  board  the  ship  is 
a  deUvery  lo  B. 

(c.)  A.  sells  to  B.  certain  specific  goods  which  are  locked  up  in  a  gcdown.  A.  gives  B. 
the  key  of  the  godown  in  order  that  he  may  get  the  goods.     1  his  is  a  delivery. 

(d.)  A.  sells  to  B.  five  specific  casks  of  oiL  The  oil  is  in  the  warehouse  of  A,  B.  sells 
the  five  casks  to  C.  A.  receives  warehouse  rent  for  them  from  C.  This  arooants  to  a 
delivery  of  the  oil  to  C,  as  it  shows  an  assent  on  the  part  of  A.  to  hold  the  goods  as  ware- 
houseman of  C. 

(e.)  A.  sells  to  B.  50  maunds  of  rice  in  the  possession  of  C,  a  warehouseman.  A  gives 
B.  an  order  to  C.  to  transfer  the  rice  to  B.,  and  C.  assents  to  such  order,  and  transfers  the 
rice  in  his  books  to  B.     This  is  a  delivery. 

(/.)  A.  agrees  to  sell  B.  five  tuns  of  oil  at  1,000  rupees  per  tun,  to  be  paid  for  at  the 
time  of  delivery.  A.  gives  to  C,  a  wharfinger,  at  whose  wharf  he  had  20  tuns  of  the  oil,  an 
order  to  transfer  five  of  them  into  the  name  of  B.  C.  makes  the  transfer  in  his  books, 
and  gives  A.'s  clerk  a  notice  of  the  transfer  for  B.  A.'s  clerk  takes  the  transfer  notice 
to  B.,  and  offers  to  give  it  him  on  payment  of  the  bill.  B.  refiises  to  pay.  There  has 
been  no  delivery  to  B.,  as  B.  never  assented  to  make  C.  his  agent  to  hold  for  him  the  fiie 
tuns  selected  by  A. 

87.  A  delivery  to  a  wharfinger  or  carrier  of  tbe  goods  sold,  which  do  not 
reach  the  buyer,  does  not  render  the  buyer  liable  for  the  price,  unless  the  delivery 
is  so  made,  as  to  enable  him  to  hold  the  wharfinger  or  carrier  responsible  for  tt^ 
safe  delivery  of  the  goods. 

Ultuiratian. 

B.  at  Agra,  orders  of  A.,  who  lives  at  Calcutta,  three  casks  of  oil,  to  be  sent  to  him  by 
railway.  A.  takes  three  casks  of  oil  directed  to  B.  to  the  railway  station*  and  leaves  them 
there  without  conforming  to  the  rules,  which  must  be  complied  with  in  order  to  render  tbe 
railway  company  responsible  for  their  safety.  This  is  not  a  sufficient  delivery  to  charge  B. 
in  a  suit  for  the  price,  if  the  goods  are  not  delivered  to  the  buyer. 

88.  A  delivery  of  part  of  the  goods  in  progress  of  the  delivery  of  the  vAole, 
has  the  same  legal  effect  as  a  delivery  of  the  whole ;  but  a  delivery  of  part  of  the 
goods,  with  an  intention  of  severing  it  from  the  whole,  does  not  operate  as  a 
delivery  of  the  remainder. 

Ulusiratiani. 

(a.)  A  ship  arrives  in  a  harbour  laden  with  a  cargo  consigned  to  A«,  the  buyer  of  the 
cargo.  The  captain  begins  to  discharge  it,  and  delivers  over  part  of  the  goods  to  A.  ia 
progress  of  the  delivery  of  the  whole.    This  is  a  delivery  of  the  cargo  to  A. 
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(ft.)  A.  sells  lo  B.  a  stack  of  firewood,  to  be  paid  for  by  bill  on  delivery.  After  the  sale,^ 
B.  applies  for  and  obtains  from  A.  leave  to  take  away  some  of  the  firewood.  This  has  not 
the  legal  effect  of  delivery  of  the  whole. 

(c.)  A.  sells  50  maunds  of  rice  to  B.  The  rice  remains  in  A.'s  warehouse.  After  the 
sale,  B.  sells  to  C.  10  maunds  of  the  rice,  and  A.  at  B.'s  desire,  sends  the  10  maunds  to  C» 
This  has  not  the  legal  effect  of  a  delivery  of  the  whole. 

89.  In  the  absence  of  any  special  agreement,  the  seUer  of  goods  is  not  bound 
to  deliver  them  until  the  buyer  applies  for  possession. 

90.  In  the  absence  of  any  agreement  as  to  delivery,  goods  old  are  to  be 
delivered  at  the  place  at  which  Siey  are  at  the  time  of  the  sale,  and  goods  agreed 
to  be  sold  are  to  be  delivered  at  the  place  at  which  they  are  at  the  time  of  the 
agreement  for  sale,  or  if  not  then  in  existence,  at  the  place  at  which  they  are 
produced. 

91.  Unless  a  contrary  intention  appears  by  the  agreement,  a  seller  has  a  lien 
on  sold  goods  as  long  as  they  remain  in  his  possession,  and  the  price  or  any  part 
of  it  remains  unpaid. 

92.  Where  by  the  agreement  the  payment  is  to  be  made  at  a  future  day,  but 
no  time  is  fixed  for  the  delivery  of  the  goods,  the  seller  has  no  lien,  and  the 
buyer  is  entitled  to  a  present  delivery  of  the  goods  witliout  payment.  But  if 
the  buyer  becomes  insolvent  before  delivery  of  the  goods^  the  seller  may  retain 
the  goods  for  the  price. 

Ea!planation.—k  person  is  insolvent  who  has  ceased  to  pay  his  debts  in  the 
usual  course  of  business,  or  who  is  incapable  of  paying  them. 

Illustration* 

A  sells  to  B.  a  quantity  of  sugar  in  A.'s  warehouse.  Paymei:t  is  as^reed  to  be  made  by 
a  bill  of  exchange  at  three  months.  B.  gives  A.  the  bill  of  exchange,  but  allows  the  sugar 
to  remain  in  A/s  warehouse.  Before  the  bill  falls  due  B.  stops  payment  A.  may  retain 
the  goods  for  the  price. 

93.  Where  by  the  agreement,  the  payment  is  to  be  made  at  a  future  day, 
and  the  buyer  allows  the  goods  to  remain  in  the  possession  of  the  seller  until 
that  day,  and  does  not  then  pay  for  them,  the  seller  may  retain  the  goods  for 
thje  price. 

Illustration* 

A.  sells  to  B.  a  quantity  of  sugar  m  A.'s  warehouse.  Payment  is  agreed  to  be  made  by 
a  bill  of  exchange  at  three  months.  B.  gives  the  bill  of  exchange,  but  allows  the  sugar 
to  remain  in  the  warehouse.  The  bill  is  dishonoured.  A.  may  retain  the  goods  for  the 
price. 

94.  A  seller  in  possession  of  goods  sold  may  retain  them  for  the  price  against 
any  subsequent  buyer^  unless  the  seller  has  recognised  the  title  of  the  subsequent 
buyer. 

Illustrations. 

(a.)  A.  sells  to  B.  at  three  months'  credit,  a  chest  of  tea,  then  in  the  custody  of  X.,  a 
wharfinger.  A.  gives  B.  a  delivery  order  for  the  tea,  and  before  the  expiration  for  the 
credit,  S.  resells  the  tea  to  C.  for  cash,  and  transfers  to  him  the  delivery  order.  B.  stops 
payment  before  C.  obtains  possession  under  ihe  order.  A.  may  countermand  the  oider  to 
X.,  and  retain  the  goods  against  C. 

(ft.)  A.  sells  to  B.  a  careo  of  sugar,  then  in  the  warehouse  of  A.  B.,  according  to  the 
terms  of  the  sale,  gives  A.  his  acceptance  at  three  months  for  the  price  of  suuar.  B.  selb 
the  sugar  10  C.  for  cash,  and  gives  C.  ah  order  addressed  to  A.,  requesting  him  to  deliver 
the  sugar  to  C.  A.  assents  to  the  delivery  order,  and  agrees  to  hold  for  C.  Aftc?rwards 
B.  becomes  insolvent,  and  his  acceptance  is  dishonoured.  A.  cannot  retain  the  goods 
against  C. 

95.  A  seller  who  has  parted  with  the  possession  of  the  goods,  and  has  not 
received  the  whole  price,  may,  in  the  event  of  the  buyer  becoming  insolvent, 
stop  the  goods  while  they  are  in  transit  to  the  buyer. 

96.  Goods  are  to  be  deemed  in  transit  while  they  are  in  the  possesion  of  the 
carrier,  or  lodged  at  any  place  in  the  course  of  transmission  to  the  buyer,  and 
are  not  yet  come  into  the  possession  of  the  buyer,  or  any  person  on  his  behalf^ 
otherwise  than  as  being  in  possession  of  the  carrier,  or  as  being  so  lodged. 

230.  D  Illustrations. 
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IHiutrations. 


(a.)  B.  living  at  Madras,  orders  goods  of  A.,  at  Patna,  and  directs  that  they  shall  be 
sent  to  Madras.  The  goods  are  sent  to  Calcutta,  and  there  delivered  to  C.  a  whar- 
finger,  to  be  forwarded  to  Madras.  The  goods,  while  they  are  in  the  possession  of  C,  are 
in  transit 

(5.)  B.,  at  Delhi,  orders  g^oods  of  A.,  at  Calcutta.  A.  consigns  and  forwards  the  goods 
to  B.,  at  Delhi.  On  arrival  there,  they  are  taken  to  the  warehouse  of  B.,  and  left 
there.  B.  refuses  to  receive  them,  and  immediately  afterwards  stops  payment  The  gooda 
are  in  transit 

(c.)  B.,  who  lives  at  Poonah,  orders  goods  of  A.,  at  Bombay.  A.  sends  them  to  Poooah 
by  C,  a  carrier,  appointed  by  B.  The  goods  arrive  at  Poonah,  and  are  placed  by  C,  at 
B.'s  request,  in  C.'s  warehouse  for  B.     The  goods  are  no  longer  in  transit. 

(d.)  B.,  a  merchant  of  London,  orders  100  bales  of  cotton  of  A.,  a  merchant  at*Bombay. 
B.  senr^s  his  own  ship  to  Bombay  for  the  cotton.  The  transit  is  at  an  end  when  the  cotton 
ifi  delivered  on  board  the  ship. 

*97.  The  right  of  stoppage  does  noi  cease  on  the  buyer's  re-selling  the  goods 
while  in  transit,  and  receiving  the  price ;  but  continues  until  the  gooda  have  been 
delivered  to  the  second  buyer,  or  to  some  person  on  his  behalf. 

98.  The  right  of  stoppage  ceases,  if  the  buyer,  while  the  goods  are  in  transit, 
assigns  a  bill  of  lading  in  respect  of  them  to  a  second  buyer  in  good  faith  for 
valuable  consideration. 

Illustrations. 

(a.)  A.  sells  and  consigns  certain  goods  to  B.  A.  being  still  unpaid,  B.  becomes  insol- 
vent, and  while  the  goods  are  in  transit,  assigns- the  bill  of  lading  for  cash  to  C,  who  is  not 
aware  of  his  insolvency.     A.  cannot  stop  the  goods  in  transit. 

(4.)  A.  sells  and  consigns  certain  goods  to  B.  A.,  beino^  still  unpaid,  B.  becomes  in- 
solvent, and  while  the  goods  are  still  in  transit,  assigns  the  bill  of  lading  for  cash  to  C.,who 
knows  that  B.  is  insolvent.  The  assignment  not  being  in  good  faith,  A.  may  still  stop  the 
goods  in  tinnsit. 

99-  Where  a  bill  of  lading  is  not  negotiable  until  a  certain  condition  has 
been  fulfilled,  the  right  of  stoppage  does  not  cease  until  such  condition  has  been 
fulfilled. 

Illustration, 

A.  sells  and  despatches  goods  to  B.,  and  sends  him  a  letter  enclosing  the  bill  of  lading 
and  directing  him  not  to  part  with  it  until  he  has  accepted  certain  bills  of  exchange  which 
A.  has  drawn  against  the  consignment.  B.  without  accepting  the  bills  of  exchange,  assigaa 
the  bill  of  lading  to  a  buyer  in  good  faith,  for  a  valuable  consideration.  A.'s  right  of  stop- 
page does  not  cease  upon  such  assignment. 

100.  Where  a  bill  of  lading  is  assigned  by  the  buyer  by  way  of  pledge,  to 
secure  an  advance  which  has  been  made  upon  it  in  good  faith,  the  seller  may, 
on  payment  or  tender  to  the  pledgee  of  the  amount  of  his  claim,  stop  the  goods 
in  transit. 

Illustrations. 

(a.)  A.  sells  and  consigns  goods  to  B.  of  the  value  of  12,000  rupees.  B.  assigns  flie  bill 
of  lading  for  those  goods  to  C.  to  secure  a  specific  advance  of  5,000  rupees  made  to  liina 
upon  the  bill  of  lading  by  C.  B.  becomes  insolvent,  being  indebted  to  C.  to  the  amount  of 
9,000  rupees.  A.  is  entitled  to  slop  the  goods  on  payment  or  tender  to  C.  of  6,000 
rupees. 

(i.)  A.  sells  and  consigns  goods  to  B.  of  the  value  of  12,000  rupees.  B.  assigns  the  bill 
of  lading  for  those  gnods  to  C.  to  secure  the  sum  of  5,000  rupees  due  from  him  to  C.  ^pon 
a  general  balance  of  accounts.  B.  becomes  insolvent.  A.  is  entitled  to  stop  the  goods  m 
transit  for  the  whole  sum  due  to  him. 

101.  Stoppage  in  transit  may  be  effected  by  the  seller,  either  by  taking  actual 
possession  of  the  goods,  or  by  giving  notice  of  his  claim  to  the  carrier  or  other 
depositary  in  whose  possession  they  are. 

102.  The  notice  may  be  given  either  to  the  person  who  has  the  immediate 
possession  of  the  goods,  or  to  the  principal  whose  servant  has  the  possession. 
In  the  latter  case,  it  must  be  given  at  such  a  time,  and  under  such  circatn- 
stauces,  that  the  principal,  by  the  exercise  of  reasonable  diligence,  may  com- 
municate it  to  his  servant  in  time  to  prevent  a  delivery  to  the  buyer. 

103.  Stoppage 


Digitized  by 


Google 


CONTRACT  LAW  (EAST  INDIA).  37 

108.  Stoppage  in  transit  entitles  the  seUer  to  hold  the  goods  stopped  until  the 
price  of  the  whole  o£  the  goods  sold  is  paid. 

Illustration. 

A.  sells  to  B.  100  bales  of  cotton;  90  bales  havip^  come  into  B.'s  possession,  and  |40 
being  still  in  transit,  B.  becomes  insolvent,  and  A.  being  still  unpaid,  stops  the  40  bales  in 
transiti     A.  it  entitled  to  hold  the  40  bales  until  the  price  of  the  100  bales  is  paid. 

104.  Where  the  buyer  fails  to  perform  his  part  of  the  agreement,  either  by 
not  taking  the  goods  sold  to  him,  or  by  not  paying  for  them,  the  seller  may 
re-seU  them  within  a  reasonable  time  after  giving  notice  to  the  buyer  of  his 
int^[ition  to  do  so;  and  tlie  buyer  must  bear  any  loss;  but  is  not  entitled 
to  any  profit  which  may  occur  on  the  re-sale. 

106.  If  the  buyer,  or  any  person  claiming  under  him,  is  by  reason  of  the 
invalidity  of  the  seller's  title  deprived  of  the  thing  sold,  the  seller  is  re- 
sponsible to  the  buyer  for  loss  thereby  caused,  unless  a  contrary  intention 
appears  by  the  agreement. 

106.  An  implied  warranty  of  goodness  or  quality  may  be  established  by  the 
custom  of  any  particular  trade. 

107.  On  the  sale  of  provisions  there  is  an  implied  warranty  that  they  are 
sound. 

108.  On  the  sale  of  goods  by  sample,  there  is  an  implied  warranty  that  the 
bulk  is  equal  in  quality  to  the  .sample. 

109.  Where  goods  are  sold  as  being  of  a  certain  denomination,  there  is  an 
implied  warranty  that  they  are  such  goods  as  are  commercially  known  by  that 
denomination,  although  the  buyer  may  have  bought  them  by  sample  or  after  in- 
spection of  the  bulk. 

Ulusirations. 

(a.)  A.,  at  Calcutta,  sells  to  B.  12  bags  of  "waste  silk  "then  on  its  way  from  Moorshe-  . 
dabad  to  Calcutta.    There  is  an  implied  warranty  by  A.  that  the  silk  shall  be  such  as  is 
known  in  the  market  under  the  denomination  of"  waste  silk.^ 

(J.)  A.  sells  parcels  of  "  linseed  oil,"  by  sample,  to  B.  [warranted  only  equal  to  sample.] 
There  is  an  implied  warranty  by  A.  that  the  article  sold  is  such  as  is  known  in  the  market 
as."  linseed  oil ;"  and  if  he  delivers  an  article  which,  though  ec^ual  to  sample,  is  not  such  as 
is  known  in  the  market  as  linseed  oil,  there  is  a  breach  of  the  implied  warranty. 

(c.)  A.  sells  to  B.  40  casks  of"  oxalic  acidj^B.  having  before  the  sale  seen  the  bulk  of 
the  acid,  and  inspected  samples  of  it.  The  acid  proves  to  be  so  adulterated  as  not  to  be 
the  article  known  in  commerce  as  "  oxalic  acid."  There  is  here  a  breach  of  an  implied 
warranty. 

(d.)  A.,  in  London^  where  inland  bills  of  exchange  do,  and  foreign  bills  of  exchange  do 
not  by  law  require  a  stamp,  sells  to  B.  a  bill  of  exchange,  unstamped,  and  purporting  to 
be  a  foreign  bilL  There  is  an  implied  warranty  by  A.  that  the  bill  is  a  foreign  bill,  and 
if  it  turns  out  that  the  bill  is  not  a  foreign  but  an  inland  bill,  there  is  a  breach  of  that  implied 
Warranty. 

110.  Where  goods  have  been  ordered  for  a  specified  purpose,  for  which 
goods  of  the  denomination  employed  in  the  order  are  usually  sold,  there 
is  an  implied  warranty  by  the  seller,  that  the  goods  supplied  are  fit  for  that 
purpose. 

Illustration. 

B.  orders  of  A.,  a  copper  manufacturer,  copper  for  sheathing  a  vessel.  A.  on  this 
order  supplies  copper.  There  is  an  implied  warranty  that  the  copper  is  fit  for  sheathing  a 
vessel. 

111.  Upon  the  sale  of  an  article  of  a  well-known  ascertained  kind,  there  is  no 
implied  warranty  of  its  fitness  for  any  particular  purpose. 

Illustration. 

B.  writes  to  A.,  the  owner  of  a  patent  invention  for  cleaning  cotton,  "  Send  me  your 
patent  cotton-cleaning  machine,  to  clean  the  cotton  at  my  factory."  A.  sends  the  machine 
according  to  order.  There  is  an  implied  warranty  by  A.  that  it  is  the  article  known  as  A.'s 
patent  cotton-cleaning  machine ;  but  none  that  it  is  fit  for  the  particular  purpose  of  clean- 
mg  the  cotton  at  B.'s  factory. 

239.  D  2  112.  In 
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112.  In  the  absence  of  fraud  and  of  any  express  warranty  of  quality  the  seller 
of  an  article  which  answers  ihe  description  under  which  it  was  sold  is  not  respon- 
sible for  a  latent  defect  in  it. 

niustration. 

A.  in  good  faith  sells  and  delivers  to  B.  scrip  certificates  of  shares  in  a  certain  railway 
company.  Afterwards  the  scrip  is  repudiated,  on  the  ground  that  it  had  been  issued 
without  authority.     A.  is  not  responsible  for  loss  sustained  by  B.  in  consequence. 

113.  Where  a  specific  article  has  been  sold  with  a  warranty  and  the 
warranty  is  broken,  the  sale  is  not  thereby  rendered  voidable ;  but  the  bujer 
is  entitled  to  compensation  from  the  seller  for  loss  caused  by  the  breach  of 
warranty. 

Illustration. 

A.  sells  to  6.  a  horse,  warranted  sound.  The  horse  proves  to  have  been  unsouDd  at 
the  time  of  sale.  B.  is  entitled  to  compensation  from  A.  for  loss  caused  by  the  unsoand- 
ness. 

114.  Where  there  has  been  an  agreement  for  the  sale  of  goods  with  a  warranty, 
and  the  warranty  is  broken,  the  buyer  may  reject  the  goods  on  their  being  tendered 
to  him,  or  may  return  them  after  the  lapse  of  not  more  than  a  reasonable  time 
for  ascertaining  the  breach  of  warranty ;  provided  that,  beyond  keeping  them 
such  time  and  examining  or  trying  them,  he  does  not  exercise  any  act  of 
ownership  over  them ;  or  he  may  retain  them.  And,  whichever  course  he 
follows,  he  is  entitled  to  compensation  from  the  seller  for  loss  caused  by  the 
breach  of  warranty. 

Illustrations. 

(a.)  A.  agrees  to  sell  to  B.  200  bales  of  cotton  by  sample.  Cotton  not  in  accordance 
with  sample  is  delivered  to  B.  He  may  return  it  if  he  has  not  kept  it  longer  than  a  reason- 
able time  for  the  purpose  of  examination. 

(6.)  B.  agrees  to  buy  of  A.  25  sacks  of  flour,  by  sample.  The  flour  is  delivered  to  B., 
who  pays  the  price.  B.,  upon  examination,  finds  it  not  equal  to  sample,  and  complains  of 
this  to  A.  B.  afterwards  uses  two  sacks,  and  sells  one.  He  cannot  now  repudiate  the 
contract  and  recover  the  price ;  but  he  is  entitled  to  compensation  from  A.  for  any  loss  caused 
by  the  breach  of  warranty. 

1]6.  When  the  seller  sends  goods  not  ordered  with  goods  ordered,  the  buyer 
may  refuse  to  accept  any  of  the  goods  so  sent,  if  there  is  risk  or  trouble  in  sepant- 
ing  the  goods  ordered  from  the  goods  not  ordered. 

Illtutration. 

A.  orders  of  B.  specific  articles  of  china.  B.  sends  these  articles  to  A.  in  a  hamper, 
with  other  articles  of  china,  which  had  not  been  ordered.  A.  may  refi^se  to  accept  any  of 
the  goods  sent. 

116.  If  a  buyer  wrongfully  refuses  to  accept  the  goods  sold  to  him,  this  amounts 
to  a  breach  of  the  contract  of  sale. 

117.  The  seller  of  goods  is  not  entitled  to  rescind  the  agreement  on  the  buyer's 
failing  to  pay  the  price  at  the  time  fixed,  unless  it  was  stipulated  by  the  agree- 
ment that  he  should  be  so  entitled. 

118.  If,  at  a  sale  by  auction,  the  seller  makes  use  of  pretended  biddings  to 
raise  the  price,  the  sale  is  voidable  at  the  option  of  the  buyer. 


Indemnity  and  Guarantee. 


110.  A  person  can  bind  himself  to  save  another  person  from  eventual  loss. 

The  security  thus  afforded  is  called   indemnity  when  the  loss  guarded  against 
is  that  which  may  be  consequent  upon  the  conduct  of  some  person. 

Illustrations. 

(a.)  A.  gives  B.  a  letter  of  indemnity  o gainst  the  consequences  of  any  proceedinp 
which  C.  may  take  against  B.  in  respect  of  a  certain  sum  of  200  rupees.     iBere  A.  binds 
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himself  by  an  express  engagement  to  save  B.  from  consequent  loss  if  C.  shall  act  as  con* 
templated. 

(6.)  B.  accepts  a  bill  of  exchange,  at  A/s  request,  for  the  accommodation  of  A.  A. 
does  not  provide  for  the  bill  at  maturity,  and  B.  is  compelled  to  nay  it.  A.  is  liable  to  B. 
for  the  amount  of  the  bill.  Here  A.  binds  himself  by  an  implied  engagement  to  indemnify 
B.  again!»t  loss  consequent  on  a  failure  on  A.'s  part  to  provide  for  payment  of  the  bill  when 
due. 

120.  The  employer  of  an  agent  is  bound  to  indemnify  him  against  the  con- 
sequences of  all  lawful  acts  done  by  him  in  exercise  of  the  authority  conferred 
upon  him. 

Illustrations. 

{a.)  B.,  a  stockbroker  at  London,  and  member  of  the  Stock  Exchange,  at  the  request  of 

A.  buys  for  him  20  shares  in  the  bank, ''  to  be  paid  for  on  settlement  day."  Before  the 
settlement  day  arrives,  the  bank  stops  payment,  and  A.  repudiates  the  transaction,  and  tells 

B.  not  to  pay  the  price.  By  the  rules  of  the  Stock  Exchange,  however,  B.  is  compelled  to 
pay  the  price  on  the  settlement  day.  A.  is  liable  to  B.  for  the  price  on  an  implied  agree- 
ment to  indemnify. 

(6.)  B.,  at  Singapore,  under  instructions  from  A.  of  Calcutta,  contracts  with  C.  to  deliver 
certain  goods  to  him.  A.  does  not  send  the  goods  to  B.,  and  C.  sues  B.  for  breach  of  con- 
tract. D.  informs  A.  of  the  suit,  and  A.  authorizes  him  to  defend  the  suit.  B.  defends  the 
suit,  and  is  compelled  to  pay  damages  and  costs,  and  incurs  expenses.  A.  is  liable  to  B. 
for  such  damages,  costs,  and  expenses. 

(c.)  B.,  a  broker  at  Calcutta,  by  the  orders  of  A.,  a  merchant  there,  contracts  with  C.  for 
the  purchase  of  10  casks  of  oil  for  A.  Afterwards  A.  refuses  to  receive  the  oil,  and  C.  suesB. 

B.  informs  A.,  who  repudiates  the  contract  altogether.  B.  defends,  but  unsuccessfully,  and 
has  to  pay  damages  and  costs,  and  incurs  expenses.  A.  is  liable  to  B.  for  such  damages, 
costs,  and  expenses. 

121.  Where  one  person  employs  another  lo  do  an  act,  and  the  agent  does  the 
act  in  good  faith,  the  employer  is  liable  to  indemnify  the  agent  against  the  con- 
sequences of  that  act,  though  it  cause  an  injury  to  the  rights  of  third  persons. 

Illustratums. 

(a.)  A.,  a  decree  holder,  and  entitled  to  execution  of  B.'s  goods,  requires  the  nazir  to 
seize  certain  goods,  representing  them  to  be  the  goods  of  B.  The  nazir  seizes  the  goods, 
and  is  sued  by  C,  the  true  owner  of  the  goods.  A.  is  liable  to  indemnify  the  nazir  for  the 
sum  he  is  compelled  to  pay  to  C,  in  consequence  of  obeying  A.'s  directions. 

(6.)  B.,  an  auctioneer,  at  request  of  A.,  sells  goods  in  the  possession  of  A.,  but  which  A. 
had  no  right  to  dispose  of.  B.  does  not  know  thi»f  and  hands  over  the  proceeds  of  the  sale  to 
A.  Afterwards  C,  the  true  owner  of  the  goods,  sues  B.  and  recovers  the  value  of  the  goods 
and  costs.  A.  is  liable  to  indemnify  B.  for  what  he  has  been  compelled  to  pay  to  C.,  and  for 
B.'s  own  expenses. 

(c.)  A.  employs  B.  to  make  a  quantity  of  fire-bricks  with  a  trade  mark,  which  A.  knows, 
but  B.  does  not,  to  be  the  trade  mark  of  C.     B.  makes  and  marks  the  bricks  as  ordered. 

C.  obtains  an  injunction  against  B.     A.  is  liable  to  pay  B.  the  amount  of  his  expenses. 

122.  Where  one  person  employs  another  to  do  an  act  which  is  criminal,  the 
employer  is  not  liable  to  the  agent,  either  upon  an  express  or  an  implied  pro- 
mise to  indemnify  him  against  the  consequences  of  that  act. 

Illustrations. 

{a.\  A.  employs  B.  to  beat  C,  and  agrees  to  indemnify  him  against  all  consequences  of 
the  act,  B.  thereupon  beats  C,  and  has  to  pay  damages  to  C.  for  so  doing.  A.  is  not 
liable  to  indemnify  d.  for  those  damages. 

(&.)  B.,  the  proprietor  of  a  newspaper,  publishes,  at  A.'s  request,  a  libel  upon  C.  in  the 
paper,  and  A.  agrees  to  indemnify  B.  against  the  consequences  of  the  publication^  and  all 
costs  and  damages  of  any  action  m  respect  ther^^of.  B.  is  sued  by  C.  and  has  to  pay  da- 
mages, and  also  incurs  expenses.    A.  is  not  liable  to  B.  upon  the  indemnity. 

123.  Where  a  person  holds  an  indemnity  and  an  action  is  brought  against 
him  in  respect  of  matters  comprised  in  the  indemnity,  it  is  his  duty  to  give 
notice  to  the  person  who  is  bound  to  indemnify  him ;  and  if  that  person  does 
not  authorise  him  to  defend  the  action,  he  is  at  liberty  to  compromise  it. 
Whether  he  defends  the  action  under  such  authority  as  aforesaid,  or  in  the 
absence  of  such  authority  compromises  it,  he  is  entitled  to  receive  from  the 
person  bound  to  indemnify  him  the  damages  and  costs  which  he  has  been  com* 
pelled  to  pay. 

If  he  defends  the  action  without  such  authority,  he  is  entitled  to  receive  from 

the  person  bound  to  indemnify  him  the  amount  he  has  been  compelled  to  pay^ 

239.  D  3  exclusive 
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exclusive  of  any  expenses  caused  by  his  having  defended  the  action ;  unless  in 
defending  it  he  has  acted  as  a  prudent  man  holding  no  indemnity  would  have 
acted  in  his  own  case. 

Illustrations. 

(a.)  B.,  at  the  request  of  A.,  accepts  a  bill  of  exchange  for  the  accommodation  of  A. 
C,  the  holder  of  the  bill,  sues  B.  upon  it  B.  has  clearly  no  defence,  but  withoot  ihe 
authority  of  A.  be  defends  the  suit,  and  has  to  pay  costs  as  well  as  the  amount  of  the  bill 

B.  can  only  recover  from  A.  the  amount  of  the  bill,  upon  A^'s  implied  promise  to  indem- 
nify. 

(6.)  C,  who  holds  a  lease  from  W.  of  certain  bouses,  assigns  the  lease  to  B.,  who  agrees 
to  indemnify  and  save  harmless  C.  from  all  damages  and  expenses  in  respect  of  the  breadi 
of  any  of  the  covenants  therein.  B.  re-assigns  the  lease  to  A.,  who  gives  a  like  indemnity 
to  B.  A.  commits  a  breach  of  a  covenant  to  repair.  W.  sues  C.  and  recovers  2,000 
rupees,  and  C.  has  to  pay,  in  addition,  800  rupees  as  costs  and  expensed.  C.  sues  B., 
who  defends  the  suit  unsuccessfully,  and  has  to  pay  to  C.  the  2,800  rupees,  and  also  incurt 
costs  and  expenses  in  the  defence.  A.  is  only  liable  to  B.  for  2,800  rupees,  and  not  for  the 
costs  and  expenses,  as  the  amount  of  liability  was  ascertained  by  the  suit  of  W.  against  C, 
and  B.  ought  to  have  paid  that  amount  at  once  to  C.  on  demand. 

124.  An  engagement  to  fulfil  the  liability  of  a  third  person  in  case  of  his 
default  is  called  a  guarantee  when  founded  oa  sufficient  consideration.  The 
person  who  gives  the  guarantee  is  called  the  surety,  the  person  primarily  liable 
18  called  the  principal,  ard  the  person  to  whom  the  guarantee  is  given  is  called 
the  creditor.     A  guarantee  may  be  either  oral  or  written. 

126.  Anything  which  is  done  or  agreed  to  be  done  for  the  benefit  of  the 
principal,  and  which  is  an  inducement  to  the  surety  to  give  the  guarantee,  may 
be  a  sufficient  consideration. 

Illustraiions. 

(a.)  B.  requests  A.  to  sell  and  deliver  to  him  goods  on  credit.  A.  agrees  to  do  so,  provided 

C.  will  guarantee  the  payment  of  the  price  of  the  goods.     C.  a^^rees  to  guarantee  the  pay- 
ment of  the  goods  to  be  supplied.     This  is  a  good  guarantee. 

(b.)  A.  sells  and  delivers  goods  to  B.  C.  afterwards  requests  A  to  forbear  to  sue  B.  for 
the  debt  for  a  year,  and  promises  that  if  he  does  so,  C.  will  pay  for  them  in  default 
of  payment  by  B..  A.  agrees  to  forbear  as  requested.  There  is  here  a  sufficient  coo- 
sideration  to  sustain  C.'s  guarantee. 

(c.)  A.  sells  and  delivers  goods  to  B.  C.  afterwards  promises  A«  to  pay  for  theai 
in  default  of  B.    This  is  not  a  guarantee,  as  there  is  no  consideration  to  support  it. 

126.  An  offer  to  guarantee  does  not  constitute  a  guarantee  until  it  is  ac- 
cepted .by  the  person  to  whom  it  is  made,  and  the  acceptance  is  notified  to  the 
oflferer. 

127.  The  liability  of  the  surety  is  co-extensive  with  that  of  the  principal. 

Ittttstration. 

A.  guarantees  to  B.  the  payment  of  a  bill  of  exchange  by  C.  the  acceptor.  The  biQ 
is  dishonoured  by  C.  A.  is  liable  not  only  for  the  amount  of  the  bill,  but  also  for 
any  interest  which  may  have  become  due  on  it. 

128.  A  guarantee  may  extend  to  a  series  of  transactions^  in  which  case  it  is 
called  a  continuing  guarantee. 

Illustrations. 

(a.)  A.,  in  consideration  that  B.  will  employ  C.  in  collecting  the  rents  of  B.'8  zemin- 
dary,  promises  B.  to  be  responsible  to  the  amount  of  6,000  rupees,  for  the  due  col- 
lection and  payment  by  C  of  those  rents.     This  is  a  continuing  guarantee. 

(6.  A.  promises  B.,  a  tea  dealer,  to  be  responsible  to  the  amount  of  100  2.  for  any 
tea  he  may  supply  to  C.  B.  supplies  C.  with  tea  to  above  the  value  of  100  /.,  and  C. 
pays  B.  for  the  same.  Afterwards  B.  supplies  C.  with  tea  to  the  value  of  200/.  C. 
fails  to  pay.  The  guarantee  given  by  A.  was  a  continuing  guarantee,  and  he  is  accord- 
ingly liable  to  B.  to  the  extent  of  100 1. 

(c.)  A.  agrees  with  B.  to  be  answerable  to  him  for  the  price  of  five  sacks  of  flour  to 
be  delivered  by  B.  to  C,  payable  in  one  month.  B.  delivers  five  sacks  to  C.  A.  pays 
for  them.  Afterwards  B.  delivers  four  sacks  to  C,  which  C.  does  not  pay  for.  The 
guarantee  given  by  A.  was  not  a  continuing  guarantee,  and  accordingly  he  is  not  liable 
for  the  price  of  the  four  sacks. 

See  Act  Y.  of  129.  A  continuing  guarantee  may  be  at  any  time  revoked  by  the  surety  as 

^^^^*  to  future  transactions,  by  notice  to  the  creditor. 
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Illustrations, 

(a.)  A.y  in  consideration  of  B/s  discountinir*  at  A.'n  reouest,  bills  of  exchange  for 
C.y  guarantees  to  B.  for  12  months  the  due  payment  of  ail  such  bills  to  tl^e  extent  of 
6,000  rupees.  B.  discounts  bills  for  C.  to  the  extent  of  2,000  rupees.  Afterwards,  at 
the  end  of  three  months,  A.  revokes  the  guarantee.  This  revocation  discharges  A.  from 
all  liability  to  B.  for  any  subsequent  discount  But  A.  is  liable  to  B.  for  the  2,000  rupees, 
on  default  of  C. 

(J.)  A.  guarantees  to  B.,  to  the  extent  of  10,000  rupees,  that  C.  shall  pay  all  the  bills 
that  B.  shall  draw  upon  him.  B.  draws  upon  C.  C.  accepts  the  hill.  A.  gives  notice 
of  revocation.     C.  dishonours  the  bill  at  maturity.     A.  is  liable  upon  his  guarantee. 

130.  The  death  of  the  surety  operates  as  a  revocation  of  a  continuing  v gua- 
rantee, 80  far  as  regards  future  transactions,  in  the  absence  of  any  agreement  to 
the  contrary. 

131.  Where,  upon  the  face  of  the  agreement,  two  persons  are  primarily  liahle 
to  a  third  person,  that  liability  is  not  affected  so  far  as  regards  the  third  person 
by  an  arrangement  between  the  two,  that  one  of  them  shall  be  liable  only  upon 
the  default  of  the  other,  even  although  such  arrangement  may  have  been  known 
to  the  third  person,  unless  he  was  a  party  to  the  arrangement. 

Illustration. 

A.  and  B.  make  a  joint  and  several  promissory  note  to  C.  A.  makes  it,  in  fact,  as 
surety  for  B.,  and  C.  knows  this  at  the  time  when  the  note  is  made.  In  a  suit  by 
C.  against  A.  upon  the  note,  the  fact  that  A.  made  it  as  surety  for  B.  and  that  C.  knew 
it,  is  no  answer  to  the  action. 

132.  Any  variance  made  without  the  surety's  consent,  in  the  terms  of  the 
original  agreement,  discharges  the  surety  as  to  future  transactions. 

Illustrations. 

(a.)  A.  becomes  suretv  to  C.  for  B.'s  conduct  as  a  manager  in  C.*8  bank.  Afterwards,  B. 
and  C.  agree,  without  A.'8  consent,  that  B.'s  salary  shall  be  raised,  and  that  he  shall  be- 
come liable  to  one-fourth  of  the  losses  on  discounts.  B.  allows  a  customer  to  overdraw, 
and  the  bank  loses  a  sum  of  money.  A.  is  discharged  from  his  suretyship  by  the  variance 
made  without  his  consent,  and  is  not  liable  to  make  good  this  loss. 

{b.)  A.  guarantees  C.  against  the  misconduct  of  B.  in  an  office  to  which  he  is  appointed 
by  C,  and  of  which  the  duties  are  defined  by  an  Act  of  the  Legislature.  By  a  subsequent 
Act,  the  nature  of  the  office  is  materially  altered.  Afterwards,  B.  misconducts  himself.  A. 
is  discharged  from  future  liability  under  his  guarantee  by  the  change,  though  the  miscon- 
duct of  B.  is  in  respect  of  a  duty  not  affected  by  the  later  Act. 

(c.)  C.  agrees  to  appoint  B.  as  his  clerk  to  sell  coals  at  a  ye  ^rly  salary  of  100  /.,  upon 
A.'s  becoming  surety  to  C.  for  B.'s  duly  accounting  for  monies  received  by  him  as  such 
clerk.  Afterwards,  without  A.'s  knowledge  or  consent,  C.  and  B.  agree  that  B.  should  be 
paid  by  a  commission  of  6  d.  per  ton  on  the  coal  sold  by  him  instead  of  by  the  fixed  salary. 
A.  is  not  liable  for  subsequent  misconduct  of  B. 

(d.)  A.  gives  to  C.  a  continuing  guarantee  to  the  extent  of  3,000  rupees  for  any  oil  sup- 

t>lied  by  C.  to  B.  on  credit.  Afterwards  B.  becomes  embarrassed,  ana,  without  the  know- 
edge  of  A.,  B.  and  C.  agree  that  C.  should  continue  to  supply  B.  with  oil  for  ready  money, 
and  that  the  payments  should  be  applied  to  the  then  existing  debts  between  B.  and  C.  A. 
is  not  liable  on  his  guarantee  for  any  goods  supplied  after  this  new  arnngemenL 

(e.)  A.  as  surety  for  B.,  gives  to  C.  a  promissory  note  for  5,000  rupees  upon  an  agree- 
ment that  the  6,000  rupees  should  be  paid  by  C.  to  B.  "by  draft  at  three  m«»nths'  date." 
C  without  A.'s  knowledge,  pays  the  5,000  rupees  to  B.  at  once,  instead  of  giving  a  draft. 

A.  is  discharged  from  liability,  as  the  agi cement  has  been  varied,  and  C.  might  sue  B.  for 
-the  money  before  the  expiration  of  three  months. 

133.  The  surety  is  discharged  by  any  agreement  between  the  creditor  and  the 
principal,  by  which  the  principal  is  released,  or  by  any  act  or  omission  of  the 
creditor,  the  legal  consequence  of  which  is  the  discharge  of  the  principal. 

Htustrations. 

(a.)  A.  gives  a  guarantee  to  C.  for  goods  to  be  supplied  by  C.  to  B.  C.  supplies  goods 
to  B.,  and  afterwards  B.  becomes  embarrassed,  and  ai^rees  with  his  creditors  (including  C.) 
to  assign  to  them  his  property,  in  consideration  of  their  releasing  him  from  their  demands. 
Here  B.  is  released  from  his  debt  by  agreement  with  C,  and  A.  is  discharged  from  his 
suretyship. 

(J.)  A.  agrees  with  B.  for  a  fixed  price  to  build  a  house  for  B.  within  a  stipulated  time, 

B.  supplying  the  necessary  timber.     C.  guarantees  A.'s  performance  of  the  contract.     B. 
omits  to  supply  the  timber.     C.  is  discharged  from  his  suretyship. 

•J39.  J>  4  (c.)  A.  agrees 
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(c.)  A.  agrees  with  B.  to  grow  a  crop  of  indigo  on  A.'s  land,  and  to  deliver  it  to  B.  at  a 
fixed  rate,  and  C.  guarantees  A/s  performance  of  this  agreement.  15.  diverts  a  stream  of 
water  which  is  necessary  for  the  irrigation  of  A.'s  land,  and  thereby  prevents  him  from 
raising  the  indigo.    C.  is  no  longer  liable  on  his  guarantee. 

134.  An  agreement  between  the  creditor  and  the  principal,  by  which  the 
creditor  makes  a  composition  with^  or  agrees  to  give  time  to,  or  not  to  sue,  the 
principal,  discharges  the  surety. 

Illustrations. 

(a.)  C,  the  holder  of  an  overdue  bill  of  exchange  drawn  by  A.  as  surety  for  B.,  and 
accepted  by  B.,  binds  himself  by  a  valid  agreement  with  B.,  to  give  time  to  B.,  A.  not 
assenting  to  the  agreement     A.  is  discharged  from  liability  on  the  bill. 

(i.)  C.,  to  whom  B.  owes  a  debt  iruaranteed  by  A.,  binds  himself  by  agreement  with  B, 
not  to  sue  B.,  and  to  accept  5  8.  in  the  pound  in  respect  of  B.'s  debts.  A.  assents  to  the 
arrangement.    A.  is  not  discharged,. and  is  liable  to  C.  for  the  whole  debt. 

186.  Where  an  agreement  to  give  time  to  the  principal  is  made  by  the  creditor 
with  a  third  person,  and  not  with  the  principal^  the  surety  is  not  discharged. 

Illustration, 
C,  the  holder  of  an  overdue  bill  of  exchange,  drawn  by  A.  as  surety  for  B.,and  accepted 
by  B.,  binds  himself  by  a  valid  agreement  with  M.  to  give  time  to  B.     A.  has  uoknow- 
leage  of  this  agreement.    A.  is  not  discharged. 

136.  Mere  forbearance  on  the  part  of  the  creditor  to  sue  the  principal,  or 
to  enforce  any  other  remedy,  does  not,  in  the  absence  of  any  provision  in  the 
guarantee  to  the  contrary,  discharge  the  surety. 

Ulustraiion. 

B.  owes  to  C.  a  debt  guaranteed  by  A.  The  debt  becomes  payable.  C.  does  not  sue  B. 
for  a  year  after  the  debt  has  become  payable.    A.  is  not  discharged  from  his  suretyship. 

137.  Where  there  are  co-sureties,  a  release  by  the  creditor  of  one  of  them 
does  not  discharge  the  others ;  neither  does  it  free  that  one  from  any  responsi- 
bility to  the  others. 

138.  If  the  creditor  does  any  act  which  is  inconsistent  with  the  rights  of  the 
surety,  or  omits  to  do  any  act  which  his  duty  to  the  surety  requires  him  to  do, 
and  the  eventual  remedy  of  the  surety  himself  against  the  principal  is  thereby 
impaired,  the  surety  is  discharged. 

Illustrations. 

{a.)  B.  agrees  to  build  a  ship  for  C.  for  a  given  sum,  to  be  paid  by  instalments  as  the 
work  reaches  certain  stnges.  A.  becomes  surety  to  C.  for  B.'s  due  performance  of  the 
agreement.  C,  without  the  knowledge  of  A.,  prepays  to  fi.  the  last  two  instalments.  A* 
is  discharged  by  this  payment. 

(ft.)  B.  agrees  with  C.  to  complete  certain  fittings  in  C.*s  warehouse  for  8,000  rupees, 
C.  stipulating  to  insure,  from  time  to  time,  the  fittings  from  fire,  and  to  deduct  (he  costs 
of  the  insurance  from  the  8,000  rupees.  A.  knowing  of  this  agreement,  guarantees  B.'s 
due  performance  of  the  work.  C.  never  insures,  and  fittings  to  the  value  of  7,000  rupees 
are  destroyed  by  fire  at  B.'s  shop.  B.  becomes  insolvent,  and  it  costs  C.  9,000  rupees 
to  complete  the  work.  A.  is  discharged  by  C.'s  omission  to  insure,  not  merely  to  the 
extent  of  the  benefit  he  would  have  derived  from  the  insurance  if  it  bad  been  effected,  but 
altogether. 

(c.)  C.  lends  money  to  B.  on  the  security  of  a  joint  and  several  promissory  note  made 
in  C.'s  favour  by  B.,  and  by  A.  as  surety  for  fi.,  together  with  a  bill  of  sale  of  B.'s 
furniture,  which  gives  power  to  C.  to  sell  the  furniture,  and  apply  the  proceeds  in  satis- 
faction of  the  monies  due  on  the  note.  Subsequently,  C.  sells  the  furniture,  but,  owing  to 
his  misconduct  and  wilful  negligence,  only  a  small  price  is  realized.  A.  is  discha^;ed 
from  liability  on  the  note. 

(c?.)  A.  puts  M.  as  apprentice  to  B.,  and  gives  a  guarantee  to  B.  for  M.'s  fidelity.  B. 
covenants  on  his  part  that  he  will,  at  least  once  a  month,  see  M.  make  up  the  cash.  B.  omits 
to  see  this  done  as  agreed,  and  M.  embezzles.     A.  is  not  liable  to  B.  on  his  guarantee. 

139.  Where  a  guaranteed  debt  has  become  due,  or  default  of  the  principal  to 
perform  a  guaranteed  dutv  has  taken  ]jlace,  the  surety,  upon  payment  or  per- 
formance of  all  that  he  is  liable  for,  is  invested  with  all  the  rights  which  the 
creditor  bad  against  the  principal. 
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140.  A  surety  is  entitled  to  the  benefit  of  every  security  which  the  creditor 
has  against  the  principal  at  the  time  the  contract  is  entered  into,  whether  the 
surety  knows  or  docs  not  know  of  the  existence  of  such  security ;  and  if  the 
creditor  loses,  or,  without  the  consent  of  the  surety,  parts  with  such  security, 
the  surety  is  discharged  to  the  extent  of  the  value  of  the  security. 

lUuslrations. 

(a.)  C.  advances  to  B.,  his  tenant,  2,000  nipees  on  the  guarantee  of  A.  C.  has  also  a 
further  security  for  the  2,000  rupees  by  a  mortgage  of  B/s  furniture.  C.  cancels  the  raort- 
ffage.  B.  becomes  insolvent,  and  C.  sues  A.  on  his  guarantee.  A.  is  discharged  from 
liability  to  the  amount  of  the  value  of  the  furniture. 

(6.)  C,  a  creditor,  vrhose  advance  to  B.  is  secured  by  a  decree,  receives  also  a  guarantee 
for  that  adv&nce  from  A.  C.  afterwards  takes  B.'s  goods  in  execution  under  the  decree, 
and  then,  without  the  knowledge  of  A.,  withdraws  the  execution.    A.  is  dischaiged. 

(c.)  A.,  as  surety  lor  B.,  makes  a  bond  jointly  wiih  B.  to  C,  to  secure  a  loan  from 
C.  to  B.  After  the  date  of  this  transaction,  C.  obtains  from  B.  a  further  security  for  the 
same  debt.    Subsequently  C.  gives  up  the  further  security.     A.  is  not  discliarged. 

141.  Any  guarantee  which  has  been  obtained  by  means  of  misrepresentation 
made  by  the  creditor,  or  with  his  knowledge  and  assent,  concerning  a  material 
part  of  the  transaction,  is  invalid. 

Illustrations. 

(a.)  B.  owes  C.  800  /.  C.  agrees  to  advance  B.  2,000  /.  on  his  obtaining  a  surety  for 
that  amount.  It  is  also  agreed  between  B.  and  C.  that  the  800  Z.  should  be  deducted 
from  that  sum.     The  agreement*  which  is  in  writing,  states  that  C.  had  agreed  to  advance 

B.  2,000  Z.,  and  that  tlie   800  /.  had   been  repaid :  this  agreement  is  read  to  A.  in  C.'s 
resence,  but  nothing  more  is  said,  when  A.  gives  a  promissory  note  for  2,000  /.  as  surety 

for  B.  A.  is  discharged  from  liability  on  the  note,  as  there  is  a  false  representation 
to  A.  that  the  800  /.  had  been  repaid,  and  that  the  whole  sum  of  2,000  /•  was  to  be 
advanced  to  B. 

(ft.)  C.  represents  to  A.  that  he  is  liable  to  D.  for  3,000  rupees,  as  surety  for  A.  and  B. 
A.  thereupon  concurs  as  surety  in  a  mortgage  security  given  by  B.  in  order  to  indemnify  C.^ 

C,  in  fact,  was  not  liable  to  D.  as  alleged.     A.  is  not  bound  by  the  security. 

142.  Any  guarantee  which  the  creditor  has  obtained  by  means  of  the  conceal* 
ment  of  a  material  circumstance,  is  invalid. 

IllustratioM. 

(a.)  A.  engages  B,  as  clerk  to  collect  money  for  him.  B.  fails  to  account  for  some  of 
his  receipts,  and  A.  in  consequence  calls  upon  him  to  furnish  security  for  bis  duly  account- 
ing. C.  gives  his  guarantee  for  B.'s  didy  accounting.  A.  does  not  acquaint  C.  with  B.'s 
previous  conduct.     B.  afterwards  makes  default.     The  ^arantee  is  invalid. 

(i.)  A.  guarantees  to  C.  payment  for  iron  to  be 'supplied  by  him  to  B.  to  the  amount  of 
2,000  tons.  B.  and  C.  have  privately  agreed  that  B.  should  pay  five  rupees  per  ton 
beyond  the  market  price,  such  excess  to  be  applied  in  liquidation  of  an  old  debt.  This 
agreement  is  concealed  from  A.    A.  is  not  liable  as  a  surety. 

143.  Where  a  person  gives  a  guarantee  upon  an  agreement  that  the  creditor 
shall  not  act  upon  it  until  another  person  has  joined  in  it  as  co-surety,  the 
guarantee  is  not  valid  if  that  other  person  does  not  join. 

144.  In  every  contract  of  guarantee  there  is  an  implied  agreement  by  the 
principal  debtor  to  idemnify  the  surety,  and  the  surety  is  entitled  to  recover 
from  the  principal  whatever  sum  he  has  nghtly  paid  under  the  guarantee. 

Idustmtions. 

(a.)  B.  is  indebted  to  C.,  and  A.  is  surety  for  the  debt.  C.  demands  payment  from  A., 
and  on  his  refusal  suts  him  for  the  amount.  A.  defends  the  suit,  at  the  request  of  B.^ 
having  reasonable  grounds  for  doing  so,  but  he  is  compelled  to  pay  the  amount  of  the  debt 
with  costs.  He  can  recover  from  B.  the  amount  paid  by  him  for  costs,  as  well  as  the 
principal  debt. 

(i.)  C.  lends  B.  a  sum  of  money,  and  A.,  at  the  request  of  B.,  accepts  a  bill  of  exchange 
drawn  by  B.  upon  A.  to  secure  the  amount.  C,  the  holder  of  the  bill,  demands  payuient 
of  it  from  A.,  and  on  A.'s  refusal  to  pay,  sues  A.  upon  the  bill.  A.  defends  the  suit,  and 
has  to  pay  the  amount  of  the  bill  and  costs.  He  can  recover  from  B.  the  amount  of  the 
bill,  but  not  the  sum  paid  for  costs,  as  there  was  no  real  ground  for  defending  the  action. 

(c.)  A.  guarantees  to  C,  to  the  extent  of  2,000  rupees,  payment  of  rice  to  be  supplied 
by  C.  to  B.  C.  supplies  to  B.  rice  to  a  less  amount  than  2,000  rupees,  but  obtains  from  A. 
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payment  of  the  sum  of  2,000  rupees,  in  respect  of  tiie  rice  suppfed.    A.  cannot  scoter 
firom  B.,  more  than  the  price  of  the  rice  actually  supplied. 

146.  Where  two  or  more  persons  are  co-sureties  for  the  same  debt  or  duty 
either  jointly  or  severally,  and  whether  under  the  same  or  different  agreements, 
and  whether  with  or  without  the  knowledge  of  each  other,  the  co-sureties,  in  the 
absence  of  any  agreement  to  the  contrary,  are  liable  as  between  themselves  to 
pay  each  an  equsd  share  of  the  whole  debt,  or  of  that  part  of  it  which  remains 
unpaid  by  the  principal. 

Ulustratians. 

(a.)  A.,  B.,  and  C.  are  sureties  to  D,  for  the  sum  of  3,000  rupees  lent  to  E.  E.  makes 
default  in  payment.  A.,  B.,  and  C.  are  liable  as  between  themselves  to  pay  1,000  rupees 
each. 

(i.)  A.,  B.,  and  C.  are  sureties  to  D.  for  the  sum  of  1,000  rupees  lent  to  E.,and  it  is 
^uranged  between  A.,  B.,  C,  and  E.  that  A.  is  to  be  responsible  to  the  extent  of  (,  B.  to 
the  extent  of  J,  aiid  C.  to  the  extent  of  }•  E.  makes  default  in  payment  As  between  the 
sureties,  A.  is  liable  to  pay  260  rupees,  B.  250  rupees,  and  C.  600  rupees. 

146«  Co-sureties  who  are  bound  in  different  sums  are  liable  to  pay  equally  as 
far  as  the  limits  of  their  respective  obligations  permit 

lUuetratums. 

(a*)  A.,  B.,  and  C,  as  sureties  for  D.,  enter  inio  three  several  bonds,  each  in  a  diflerent 
penalty,  viz.,  A.  in  the  psnalty  of  10,000  rupees,  B.  ip  that  of  20,000  rupees,  C.  in  that  of 
40,000  rupees,  conditioned  for  D.'s  duly  accounting  to  K  D.  makes  default  to  the  eitent 
of  30,000  lupees.     A.,  B.,  and  C.  are  e^ich  liable  to  pay  10,000  rupees. 

(J.)  A.,  B.,  and  C,  as  sureties  for  D.,  enter  into  three  several  bonds,  each  in  a  different 
penalty,  viz.,  A.  in  the  penalty  of  10,000  rupees,  B.  in  that  of  20,000  rupees,  C.  in  that  of 
40,000  rupees,  conditioned  for  D.'s  duly  accounting  to  £.  D.  makes  de&ultto  the  extent 
of  40,000  rupees.     A.  is  liable  to  pay  10,000  rupees,  and  B.  and  C.  15,000  rupees  each. 

(c.)  A.,  B.,  and  C,  as  sureties  lor  D.,  enter  into  three  several  bonds,  each  in  a  different 
penalty,  viz.,  A.  in  the  penalty  of  10,000  rupees,  B.  in  that  of  20,000  rupees,  C.  in  that  of 
40,000  rupees,  conditioned  for  D.'s  duly  accounting  to  £.  D.  makes  default  to  the  eztei^ 
of  70,000  rupees.     Each  has  to  pay  the  full  penalty  of  his  bond. 


Law  of  Bailment. 

147.  The  delivery  of  goods  by  one  person  to  another  for  some  purpose,  upon 
an  agreement,  that  it  shall  be  delivered  by  the  latter  back  to  or  according  to  the 
directions  of  the  former  when  the  purpose  shall  have  been  accomplished,  is 
called  a  bailment.  The  person  delivering  the  goods  is  called  the  bailor.  The 
person  to  whom  they  are  delivered  is  called  the  bailee. 

148.  The  delivery  to  the  bailee  may  be  made  by  doing  anything  which  has 
the  effect  of  putting  the  goods  in  the  possession  of  the  intended  bailee  or  of 
any  person  authorised  to  hold  them  on  his  behalf. 

149.  The  bailor  is  bound  to  disclose  to  the  bailee  faults  in  the  goods  bailed 
which  materially  interfere  with  the  use  of  them,  or  expose  the  bailee  to  extra- 
ordinary risks ;  and  if  he  does  not  make  such  disclosure  he  is  responsible  for 
damage  arising  to  the  bailee  directly  from  such  faults. 

lUustraiion. 

A.  lends  a  horse  to  B.  which  he  knows  to  be  vicious.  He  does  not  disclose  the  fact  that 
the  horse  is  vicious.  The  horse  runs  away.  B.  is  thrown  and  injured.  A.  is  responsible 
to  B.  for  damage  sustained. 

160.  In  all  cases  of  bailment  the  bailee  is  bound  to  take  as  much  care  of  the 
goods  bailed  to  him  as  a  man  of  ordinary  prudence  would  take  of  his  omi 
goods. 

151.  The  bailee,  in  the  absence  of  any  agreement  to  the  contrary,  is  not 
responsible  for  the  loss,  destruction,  or  deterioration  of  the  thing  bailed,  if  not 
cauj^ed  by  his  fault. 
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162.  If  tbe  bailee  does  any  act  with  regard  to  the  goods  bailed  which 
is  inconsistent  with  the  conditions  of  the  bailment,  such  act  is^  at  the  option  (»f 
the  bailor,  a  termination  of  the  bailment. 

JHustraHon. 

A.  lets  to  B.  for  hire,  a  horse  for  his  own  riding,  B.  drives  tbe  horse  in  his  carriage. 
This  is  at  the  option  of  A»  a  teripiaation  of  the  bailment 

153.  If  the  bailee  makes  any  use  of  the  goods  bailed  which  is  not  according 
to  the  conditions  of  the  bailment,  he  is  liable  to  make  compensation  to  the  bailor 
for  any  damage  arising  to  the  goods  from  or  during  such  use  of  them. 

Ilimttraiiom. 

(a.)  A.  lent  a  horse  to  6.  for  his  own  riding  only.  B.  allowed  C,  a  member  of  his 
family,  to  ride  the  horse.  C.  rode  with  care,  but  the  horse  accidentally  feU  and  was  iojured*^ 
B.  i^  liable  to  make  compensation  to  A.  for  the  injury  done  to  tbe  hone. 

(6.)  A.  hired  a  horse  in  Calcutta  from  6.  to  nde  to  Benares.  A.  rode  witi)  due  care,  but 
rode  to  Cuttack  instead.  The  horse  accidentally  fell  and  was  injured.  A.  is  liable  to  make 
compensation  to  B.  for  the  injury  to  the  horse. 

154.  If  the  bailee,  with  the  consent  of  the  bailor,  mixes  the  goods  of  the 
bailor  with  his  own  goods,  the  bailor  and  the  bailee  shall  bare  an  interest  ia 
proportion  to  their  respective  shares  in  the  mixture  thus  produced. 

155.  If  the  bailee,  without  the  consent  of  the  bailor,  mixes  the  goods  of  the 
bailor  with  his  own  goods,  and  the  goods  can  be  separated,  the  property  in  the 
goods  remains  in  the  parties  respectively,  but  the  bailee  is  bound  to  bear  the 
expense  of  separation,  and  any  damage  arising  fiom  the  mixture. 

156.  If  the  bailee,  without  the  consent  of  tbe  bailor,  mixes  the  goods  of  the 
bailor  with  his  own  goods,  so  that  it  is  impossible  to  separate  the  goods  bailed 
from  the  other  goods  and  deliver  them  back,  the  bailor  is  entitled  to  be  com- 
pensated by  the  bailee  for  the  loss  of  the  goods. 

167.  Where  by  the  conditions  of  the  bailment  the  goods  are  to  be  kept  or  to 
be  carried,  or  to  have  work  done  upon  them  by  the  bailee  for  the  bailor,  and  tbe 
bailee  is  to  receive  no  remuneration,  the  bailor  shall  repay  to  the  bailee  the 
necessary  expenses  incurred  by  him  for  the  purpose  of  the  bailment. 

158.  Where  tbe  bailment  is  gratuitous^  the  bailor  is  entitled  at  any  time  upon 
reasonable  notice  to  the  restoration  of  the  goods  bailed. 

159.  The  bailee  must  return  the  goods  bailed  without  demand  as  soon  as  tbe 
time  for  which  they  were  bailed  bas  expired,  or  the  purpose  for  which  they  were 
bailed  has  been  accomplished. 

160.  If,  by  the  fault  of  the  bailee,  the  goods  are  not  delivered  or  tendered  at 
the  proper  time,  he  is  responsible  to  the  bailor  for  any  loss,  destructkm,  or  dete* 
rioration  of  the  goods  trora  that  time. 

161.  The  bailment,  where  gratuitous,  is  terminated  by  the  death  either  of  the 
bailor  or  of  the  bailee. 

162.  In  the  absence  of  any  agreement  to  the  contrary,  the  bailee  is  bound  to 
deliver  to  the  bailor  or  according  to  his  directions  any  increase  or  profit  which 
may  have  accrued  from  the  goods  l)ailed. 

lilustration. 

A.  leaves  a  cow  in  the  custody  of  B.,  who  takes  care  of  it  gratuitously.  The  cow  has  a 
calf.     B.  is  bound  to  deliver  the  calf  as  well  as  tbe  cow  to  A. 

163.  The  bailor  is  responsible  to  the  bailee  for  any  loss  which  he  may  sustain 
by  reason  that  the  bailor  was  not  entitled  to  make  the  bailment,  or  to  receive 
back  the  goods  or  to  give  directions  respecting  them. 

164.  If  several  joint  owners  of  goods  bail  them,  the  bdlee  may  deliver  them 
back  to,  or  acc(jrding  to  the  directions  of,  one  joint  owner  without  the  consent 
of  all,  in  the  absence  of  any  agreement  to  the  contrary. 

166.  If  the  bailor  has  no  title  to  the  goods,  and  the  bailee  delivers  them  back 
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to  or  according  to  the  directions  of  the  bailor,  the  bailee  is  not  responsible  to  the 
owner  in  respect  of  such  delivery. 

166.  If  a  third  person  claims  goods  bailed,  he  may  apply  to  the  Court  to 
stop  the  delivery  of  the  goods  to  the  bailor,  and  to  decide  the  title  to  the  goods, 

167.  The  finder  of  goods  has  no  right  to  sue  the  owner  for  compensation  for 
trouble  and  expense  vohmtarily  incurred  by  him  to  preserve  the  goods  and  to 
find  out  the  owner,  but  he  has  a  right  to  retain  the  goods  against  the  owner 
until  he  receives  such  compensation ;  and  where  the  owner  offers  a  specific  re- 
ward  for  the  return  of  goods  lost,  the  finder  has  a  right  to  retain  them  until  he 
receives  the  reward. 

168.  Where  the  bailee  has,  in  accordance  with  the  purpose  of  the  bailment, 
rendered  any  service  involving  the  exercise  of  labour  or  skill  on  the  goods 
bailed,  he  has,  in  the  absence  of  any  agreement  to  the  contrary,  a  right  to  retain 
the  goods  until  he  receives  remuneration  for  the  services  he  has  rendered  in 
respect  of  them. 

Illustrations. 

(a.)  A.  delivers  a  rough  diamond  to  B.,  a  jeweller,  to  be  cut  and  polished,  which  is  ac- 
cordingly done.  B.  is  entitled  to  retain  the  stone  till  he  is  paid  for  the  services  he  has 
rendered. 

(&.)  A.  gave  some  cloth  to  6.,  a  tailor,  to  make  into  a  coat.  A.  agreed  with  B.  that  the 
coat  should  be  delivered  as  soon  as  it  was  finished,  and  that  three  months'  credit  should  be 
given  for  the  price.     B.  is  not  entitled  to  retain  the  coat  until  he  is  paid. 

169.  In  the  absence  of  any  agreement  to  the  contrary,  bankers,  factors,  and 
wharfingers  have  no  right  to  retain  any  goods  bailed  to  them  as  a  security  for  a 
general  balance  of  account. 

170.  The  bailment  of  goods  as  security  for  payment  of  a  debt  or  performance 
of  an  engagement  is  called  pledge.  The  bailor  is  in.  this  case  called  the  pawnor. 
The  bailee  is  called  the  pawnee. 

171.  The  pawnee  may  retain  the  goods  pledged  not  only  for  payment  of  the 
debt  or  the  performance  of  engagement,  but  for  the  interest  of  the  debt  and  all 
necessary  expenses  incurred  by  him  in  respect  of  the  possession  or  for  the  pre- 
servation of  the  goods  pledged. 

172.  The  pawnee  shall  not  retain  the  goods  pledged  for  any  other  debt  or  en- 
gagement than  the  debt  or  engagement  for  which  they  are  delivered,  except  hy 
agreement  between  the  parties ;  but  such  agreement  in  the  absence  of  anything 
to  the  contrary  will  be  presumed  in  regard  to  subsequent  advances  made  bv  the 
pawnee. 

173.  The  pawnee  is  entitled  to  receive  from  the  pawnor  extraordinary  ex- 
penses incurred  by  him  for  the  preservation  of  the  goods  pledged. 

174.  If  the  pawnor  makes  default  in  payment  of  the  debt  or  performance  of 
the  engagement  at  the  stipulated  time,  the  pawnee  may  bring  a  suit  against  the 

Eawnor  upon  the  debt  or  engagement,  and  retain  the  goods  pledged  as  a  col- 
iteral  security,  or  may  sell  the  thing  pledged  on  giving  the  pawnor  reasonable 
notice  of  the  sale,  if  the  proceeds  of  the  sale  are  less  than  the  amount  due  in 
respect  oF  the  debt  or  engagement,  the  pawnor  is  still  liable  to  pay  the  balance. 
If  the  proceeds  of  the  sale  are  greater  than  the  amount  so  due,  the  pawnee  shall 
pay  over  the  surplus  to  the  pawnor. 

176.  If  a  time  is  stipulated  for  the  payment  of  the  debt  or  performance  of  the 
engagement  for  which  the  pledge  is  made,  and  the  pawnor  makes  default  in  pay- 
naent  of  the  debt  or  performance  of  the  engagement  at  the  stipulated  time,  he 
may  redeem  the  goods  pledged  at  any  time  before  the  actual  sale  of  them. 

176.  A  person  who  is  in  possession  of  goods,  or  of  any  bill  of  lading,  dock 
warrant,  warehouse  keepers'  certificate,  warrant  or  order  for  delivery,  or  any 
other  document  of  title  to  goods,  may  make  a  valid  pledge  of  such  goods  or 
documents,  provided  that  the  pawnee  acts  in  good  faith  and  under  circum- 
stances which  are  not  such  as  to  raise  a  reasonable  presumption  that  the  pavraor 
is  acting  improperly. 
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177.  Where  a  person  pledges  goods  in  which  he  has  only  a  limited  interest, 
the  pledge  is  valid  to  the  extent  of  that  interest. 

178.  If  a  third  person  wrongfully  deprives  the  bailee  of  the  use  or  possession 
of  the  goods  bailed,  or  does  them  any  injury,  the  bailee  is  entitled  to  use  such 
remedies  as  the  owner  might  use  in  the  like  case  if  no  bailment  had  been  made, 
and  either  the  bailor  or  the  bailee  may  bring  a  suit  against  a  third  person  for 
such  deprivation  or  injury. 

179.  Whatever  is  obtained  by  way  of  relief  or  compensation  in  any  such  suit 
shall,  as  between  the  bailor  and  the  bailee,  be  dealt  with  according  to  their 
respective  interests. 


Agenct. 

180.  An  agent  is  a  person  employed  to  do  any  act  for  another,  or  to  represent 
another  in  dealings  with  third  persons.  The  person  for  whom  the  act  is  done, 
or  who  is  so  represented,  is  called  the  principal. 

181.  Any  person  who  is  of  the  age  of  majority  according  to  the  law  to  which 
he  is  subject,  and  who  is  of  sound  mind,  may  employ  an  agent. 

182.  As  between  the  principal  and  third  persons,  any  person  may  become  an 
agent ;  but  no  person  who  is  not  of  the  age  of  majority  and  of  sound  mind  can 
become  an  agent,  so  as  to  be  responsible  to  his  principal  according  to  the  pro- 
visions in  that  behalf  herein  contained. 

188.  No  consideration  is  necessary  to  create  an  agency. 

184.  The  authority  of  an  agent  may  be  expressed  or  implied. 

185.  An  authority  is  said  to  be  expressed  when  it  is  given  by  words  spoken 
or  written.  An  authority  is  said  to  be  implied  when  it  is  to  be  inferred  from 
the  circumstances  of  the  case ;  and  things  spoken  or  written,  or  the  ordinary 
course  of  dealing,  may  be  accounted  circumstances  of  the  case. 

lUustratum. 

A.  owns  a  shop  in  Serampore,  living  himself  in  Calcutta,  and  visiting  the  shop  occa- 
sionally. The  shop  is  managed  by  B.,  and  he  is  in  the  habit  of  ordering  goods  from  C.  in 
the  name  of  A.  for  the  purposes  of  the  shop,  and  of  paying  for  them  out  of  A.'s  funds  with 
A.'8  knowledge.  B.  has  an  implied  aiuthority  from  A.  to  order  goods  from  C.  in  the  name 
of  A.  for  the  purposes  of  the  shop. 

186.  An  agent  having  an  authority  to  do  any  act,  has  authority  to  do  every 
lawful  thing  which  is  necessary  in  order  to  do  such  act ;  and  an  agent  having 
an  authority  to  carry  on  any  business,  has  authority  to  do  every  lawful  thing 
necessary  for  the  purpose  of  or  usually  done  in  the  course  of  conducting  such 
business. 

lUustratioTis. 

(a.)  A.  is  employed  by  B.,  residing  in  London^  to  recover  at  Bombay  a  debt  due  to  B. 
A.  may  adopt  any  legal  process  necessary  for  the  purpose  of  recovering  the  debt,  and  may 
give  a  valid  discharge  for  the  same. 

(&.)  A.  constitutes  B.  hb  agent  to  carry  on  his  business  of  a  shipbuilder.  B*  may  pur- 
chase timber  and  other  materials,  and  hire  workmen  for  the  purpose  of  carrying  on  the 
business. 

187.  An  agent  has  authority  in  an  emergency  to  do  all  such  acts  for  the  pur- 
^  pose  of  protecting  his  principal  from  loss  as  would  be  done  by  a  person  of  ordi- 
nary prudence  in  bis  own  case  under  similar  circumstances. 

Illustrations. 

(a.)  A  ship  is  driven  on  shore.  The  master  has  authority  to  hire  men  and  boats  to  get 
her  off,  and  to  incur  all  necessary  expenses  for  re-fitting  her. 

(4.)  A.  consigns  provisions  to  B.  at  Calcutta,  with  directions  to  send  them  immediately 
to  C.  at  Cuttack.  B.  may  sell  the  provisions  at  Calcutta  if  they  will  not  bear  the  jouraey 
without  spoiling. 

^39«  B  3  188.  Contracts 


Digitized  by 


Google 


,8  PAPERS  RELATING  TO 

188.  Contracts  entered  iiitL)  through  an  agent,  and  obligations  arising  from 
acts  done  by  an  agent,  may  be  enforced  in  the  same  mannar,  and  will  have  the 
same  legal  consequences  as  if  the  contracts  had  been  entered  into  and  the  acts 
done  by  the  principal  in  person. 

Illustrations. 

(a.)  A.  buys  goods  from  B.,  knowing  that  he  is  an  agent  for  their  sale,  but  not  knowing 
who  is  the  principal.  B/s  principal  is  the  person  entitled  to  claim  from  A.  the  price  of  the 
goods,  and  A.  cannot  set  off  against  that  claim  a  debt  due  to  bimself  from  B. 

(6.)  A.  being  B/s  agent  wiUi  authority  to  receive  money  on  bis  behalf,  receives  from  d 
a  sum  of  money  due  to  B.  C.  is  dischai^ed  of  his  obligation  to  pay  ibe  mm  in  questktt 
toB. 

189.  Where  an  agent  does  more  than  he  is  authorized  to  do,  what  he  does 
within  tlie  scope  of  his  authority,  if  it  can  be  separated  from  what  is  beyond 
that  scope,  is  binding  as  between  the  principal  and  the  agent ;  the  rest  not. 

Ulustratian. 

A.,  being  owner  of  a  ship  and  cargo,  authorizes  B.  to  procure  an  insurance  for  4,000 
rupees  on  the  ship.  B.  procures  a  policy  for  4,000  rupees  on  the  ship,  and  another  for  the 
like  sum  on  the  cargo.  A.  is  bound  to  pay  the  premium  for  the  policy  on  the  ship,  but  not 
the  premium  lor  the  policy  on  the  cargo. 

190.  Where  an  agent  does  more  than  he  is  authorized  to  do,  and  what  he 
does  beyond  the  scope  of  his  authority  cannot  be  separated  from  what  is  within 
it,  the  whole  is  void  as  against  the  principal. 

Illustration. 

A.  authorizes  B.  to  buy  500  sheep  for  him.  B.  buys  600  sheep  and  200  lambs  for  one 
sum  of  6,000  rupees.    The  whole  transaction  is  Tokl  as  against  A. 

191*  A  sub-agent  is  a  person  employed  by  and  acting  imder  the  control  of  the 
Qriginal  agent  in  the  business  of  the  agency. 

192.  An  agent  cannot  lawfully  employ  another  to  peifonn  acts  which  he  has 
expressly  or  impliedly  undertaken  to  perform  personally. 

193.  Where  a  sub-agent  is  properly  appointed,  the  principal  is,  so  far  as 
regards  third  persons,  represented  by  the  sub-agent,  and  is  bound  by  and 
responsible  for  his  acts,  as  'if  he  were  an  agent  originally  appointed  by  the 
principal. 

The  agent  is  responsible  to  the  principal  for  the  acts  of  the  sub<>«t^nt. 
The  sub-agent  is  responsible  for  his  acts  to  the  agent  but  not  to  me  principal^ 
^xcept  in  cases  of  fraud  or  wilful  wrong. 

194.  Where  an  agent  has  appointed  a  person  to  act  as  a  sub-agent  withont 
having  authority  to  do  so,  the  agent  stands  towards  that  person  in  the  relation 
of  a  principal  to  an  agent,  and  is  responsible  for  his  acts  ootb  to  the  principal 
and  to  third  persons,  and  the  principal  is  not  represented  by  or  responsible 
for  the  acts  of  the  person  so  employed,  nor  is  that  person  responsible  to  the 
principal. 

195.  Where  an  agent,  holding  an  express  or  implied  authority  to  name  another 
person  to  act  for  the  principal  in  the  business  of  the  agency,  has  oamed  anoth^ 
person  accordingly ;  such  person  is  not  a  sub-agent,  but  an  agent  of  the  prineipal 
for  such  part  of  the  business  of  the  agency  as  is  entrusted  to  him. 

lUustrations. 

(a.)  A.  directs  B.,  his  solicitor,  to  sell  his  estate  by  auction,  and  to  employ  an  auetioneef , 
for  the  purpose.     B.  names  C.  an  auctioneer,  to  conduct  the  sale.    C.  is  noi  a  sub-agea^ 
but  is  A.'s  agent  for  the  conduct  of  the  sale. 

(ft.)  A.,  a  merchant  in  Calcutta,  consigns  ffoods  to  B.,  a  merchant  in  London,  and  directs 
him  to  sell  the  goods.  B.  appoints  C,  a  broker,  to  sell  the  goods  for  A.  C.  is  not  a  sab- 
agent,  but  is  agent  for  A. 

(c.)  A.  appoints  B.,  a  merchant  in  Calcutta,  his  attorney,  for  tbe  purpose  of  recofering 
the  monies  due  to  A.  from  C.  &  Co.  B.  instructs  D.,  a  solicitor,  to  take  legal  proceedings 
against  C.  &  Co.  for  the  recovery  of  the  money.  D.  is  not  a  sub-agent^  bat  is  salicitor 
for  A. 
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196.  In  selecting  such  agent  for  his  principal,  an  agent  is  bound  to  exercise 
the  game  amount  of  discretion  as  a  man  of  ordinary  prudeoce  would  exercise  in 
his  own  case,  and  if  he  does  this  he  will  not  be  responsible  to  the  principal  for 
the  acts  or  negligence  of  the  agent  so  selected. 

Illustratums. 

(a.)  A.  directs  B.  to  buy  and  ship  a  cargo  of  indigo  for  him,  and  to  have  the  cargo 
properly  insured.  B.  employs  an  insurance  broker  01  good  reputation,  who  effects  an 
m&urance  on  the  cargo.  The  ship,  having  the  cargo  on  board,  18  lost;  but  owing  to  thfc 
omission  of  some  usual  stipulations  in  the  policy  of  assurance  the  underwriters  refuse  to  pay 
the  sum  insured,     B.  is  not  responsible  to  A,  for  the  loss,  but  the  insurance  broker  is. 

(b.)  B.,  the  anient  of  A,,  employs  an  auctioneer  in  good  credit  to  sell  goods  of  A.,  and 
allows  the  auctioneer  to  receive  the  proceeds  of  the  sale.  The  auctioneer  afteiwards 
becomes  insolvent  without  having  accounted  for  the  proceeds.  B.  is  not  responsible  to  A. 
for  the  proceeds. 

197.  An  agent  is  bound  to  conduct  the  business  of  his  principal  according  to 
the  directions  given  by  the  principal,  or,  in  the  absence  of  any  such  directions, 
according  to  the  custom  which  prevails  in  doing  business  of  the  same  kind. 
When  the  agent  adopts  a  different  course,  if  any  loss  be  sustained  he  must  make 
it  good  to  his  principal,  and  if  any  profit  accrues  he  must  account  for  it. 

Illustrations. 

(a.)  A.,  an  agfent  engaged  in  carrying  on  for  B.  a  business  in  which  it  is  the  custom 
to  invest  from  time  to  time  at  interest  the  monies  which  may  be  in  hand,  on)its  to  make 
such  investment.  A.  must  make  good  to  the  principal  the  interest  usually  obtained  by  such 
investments. 

(i.)  B.,  a  broker,  in  whose  business  it  is  not  the  custom  to  sell  on  credit,  sells  goods  of 
A.  on  credit  to  C,  whose  credit  at  the  time  was  very  high.  C,  before  payment,  becomes 
insolvent.     B.  must  make  good  the  loss  to  A. 

198.  An  agent  is  bound  to  conduct  the  business  of  the  agency  with  as  much 
skill  as  is  generally  possessed  by  persons  engaged  in  similar  business  ;  unless  the 
principal  has  notice  of  his  want  of  skill.  The  agent  is  always  bound  to  act  with 
diligence,  and  to  use  such  skill  as  he  possesses  ;  and  to  make  compensation  to  his 
principal  in  respect  of  the  direct  consequences  of  his  own  neglect,  want  of  skill, 
or  misconduct,  but  not  in  respect  of  loss  or  damage  which  are  indirectly  or 
remotely  caused  by  such  neglect,  want  of  skill,  or  misconduct. 

Illustrations. 

(a.)  A.,  a  merchant  in  Calcutta,  has  an  agent  B.  in  London,  to  whom  a  large  sum  of 
money  is  paid  on  A.'s  account  B.  improperly  retains  the  ra«^ney  for  a  considerable  time. 
A.,  in  consequence  of  not  receiving  the  money,  becomes  bankrupt.  B.  is  liable  for  the 
money  and  interest  from  tlie  day  on  which  it  ought  to  have  been  paid,  according  to  the  usual 
rate,  but  not  further. 

(i.)  A.,  an  agent  for  the  sale  of  goods,  having  authority  to  sell  on  credit,  sells  to  B.  on 
credit,  without  making  the  proper  and  usual  inquiries  as  to  the  solvency  of  B.  B.,  at  the 
time  of  such  sale,  is  insolvent.  A.  must  make  compensation  to  his  principal  in  respect  of 
.  any  loss  thereby  sustained. 

(c.)  A.,  an  insurance  broker  employed  by  B.  to  effect  an  insurance  on  a  ship,  omits  to 
see  that  the  usual  clauses  are  inserted  in  the  policy.  The  ship  is  afterwards  lost  In 
consequence  of  the  omission  of  the  clauses  nothing  can  be  recovered  from  the  underwriters. 
A.  is  bound  to  make  good  the  loss  to  B. 

(d.)  A.,  a  merchant  in  England,  directs  B.,  his  agent  at  Bombay,  to  send  him  100  bales 
of  cotton  by  a  certain  ship.  B^  having  it  in  his  power  to  send  the  cotton,  omits  to 
do  so.  The  ship  arrives  safely  in  England.  Soon  after  her  arrival  the  price  of  cotton 
rises.  B.  is  bound  to  make  good  to  A.  the  profit  which  be  mii^ht  have  made  by  the  100 
bales  of  cotton  at  the  time  the  ship  arrived,  but  not  any  profit  he  might  have  made  by  tfie 
subsequent  rise. 

199.  An  agent  is  bound  to  render  proper  accounts  to  his  principal  on  demand. 

200.  It  is  the  duty  of  an  agent  in  cases  of  diflSculty  to  use  all  reasonable 
diligence  in  communicating  with  his  principal,  and  in  seeking  to  obtain  bis 
instructions. 

201.  If  a  person  who  is  an  agent  deals  on  his  own  account  in  the  business  of 
the  agency  without  first  obtaining  the  consent  of  the  principal,  and  acquainting 
him  with  all  matters  which  have  come  to  his  own  knowledge  on  the  subject,  the 

239.  E  4  principal 
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principal  is  at  liberty,  on  discovering  such  circumstances,  either  to  adopt  or  to 
repudiate  the  transaction. 

Illustrations. 

(a.)  A.  directs  6.  to  sell  A/s  estate.  B.  buys  the  estate  for  himself,  in  the  name  of  C. 
A.,  on  discovering  that  B.  has  bought  the  estate  for  liimself,  may  either  repudiate  or  adopt 
ihe  sale  at  his  option. 

(ft.)  A.  directs  B.  to  sell  A.'8  estate.  B.  on  looking  at  the  estate  before  selling  it,  finds 
amine  on  the  estate  which  is  unknown  to  A.  B.  informs  A.  that  he  wishes  to  buy  the 
estate  for  himself,  but  conceals  the  discovery  of  the  mine.  A.  allows  B.  to  buy,  in  ignorance 
of  the  existence  of  the  mine.  A.,  on  discovering  that  B.  knew  of  the  mine  at  the  time  he 
bought  the  estate,  may  either  repudiate  or  adopt  the  sale  at  his  option. 

202.  An  agent  dealing  on  his  own  account  with  his  principal  in  the  business 
of  the  agency  is  not  entitled  to  any  remuneration  as  agent  notwithstanding  that 
the  principal  adopts  the  transaction. 

Illustration. 

A.  agrees  that  if  B.  will  find  a  purchaser  for  his  land  in  Bombay  at  2  rupees  a  yard,  A. 
will  give  B.  5  per  cent  commission.  B.  afterwards  buys  on  his  own  account^  and  A.  adopts 
the  contract.    B.  is  not  entitled  to  any  commission. 

203.  If  an  agent  without  the  knowledge  of  his  principal  deals  in  the  business 
of  the  agency  on  his  own  account  instead  of  on  account  of  his  principal,  the 
principsd  is  entitled  to  claim  from  the  agent  any  benefit  which  may  have  resulted 
to  him  from  the  transaction. 

Illustration. 

A.  directs B.  to  buy  a  certain  house  for  him.  B.  tells  A.  it  cannot  be  bought,  and  buys 
the  house  for  himself.  A.  may,  on  discovering  that  B.  has  bought  the  house,  compel  him 
to  sell  it  to  A.  at  the  price  he  gave  for  it 

204.  An  agent  may  retain  out  of  any  sums  received  on  account  of  the 
principal  in  the  business  of  the  agency  all  monies  due  to  himself  in  respect  of 
advances  made  or  expenses  incurred  by  him  in  conducting  such  business,  and 
also  such  compensation  as  may  be  payable  to  him  for  acting  as  agent. 

205.  Subject  to  such  deductions,  the  agent  is  bound  to  pay  to  his  principal 
all  sums  received  on  his  account. 

206.  In  the  absence  of  any  agreement  to  the  contrary,  remuneration  in  respect 
of  the  performance  of  any  act  is  not  due  to  the  agent  until  the  completion  of 
such  act. 

207.  An  agent  who  is  guilty  of  gross  misconduct  in  the  husiness  of  the  agency 
is  not  entitled  to  any  remuneration  in  respect  of  that  part  of  the  business  which 
has  been  so  misconducted. 

Illustrations. 

(a.)  A.  employs  B.  to  recover  100,000  rupees  from  C.,  and  lay  it  out  on  good  security^ 
B.  recovers  the  100,000  rupees,  and  lays  out  90,000  rupees  on  good  security,  but  lays  oat 
10,000  rupees  on  insufficient  security,  whereby  A.  loses  2,000  rupees.  B.  is  entitled  to 
remuneration  for  recovering  the  100,000  rupees,  and  for  investing  the  90,000  rupees.  He 
is  not  entitled  to  any  remuneration  for  investing  the  10,000  rupees,  and  he  must  make  good 
the  2,000  rupees  to  B. 

(J.)  A.  employs  B.  to  recover  1,000  rupees  from  C.  Through  B.*s  misconduct  the  money 
is  not  received.  B.  is  entitled  to  no  remuneration  for  his  services,  and  must  make  good 
the  loss. 

208.  In  the  absence  of  any  agreement  to  the  contrary,  an  agent  is  entitled  to 
retain  goods,  papers,  and  other  property  of  the  principal  committed  to  his  charge, . 
until  the  amount  due  to  himself  for  commission,  disbursements,  and  services  in 
repect  of  the  same  has  been  paid  or  accounted  for  to  him. 

209.  Where  acts  are  done  by  one  person  on  behalf  of  another,  but  without  his 
knowledge,  he  may  elect  to  ratify  or  to  disown  such  acts.  If  he  ratify  them,  the 
same  effects  will  follow  as  if  they  had  been  performed  by  his  authority. 

210.  Ratification  may  be  expressed  or  may  be  implied  in  the  conduct  of  the 
person  on  whose  behalf  the  acts  are  done.    - 
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Illustration. 

A.,  without  authority,  buys  goods  for  B. ;  afterwards  sells  them  to  C.  on  his  ovin  account 
B/s  conduct  implies  a  ratification  of  the  purchase  made  for  him  by  A. 

211.  No  valid  ratification  can  be  made  by  a  person  whose  knowledge  of  the 
fects  of  the  case  is  materially  defective. 

212.  A  person  ratifying  any  unauthorised  act  done  on  his  behalf  ratifies  the 
whole  of  the  transaction  of  which  such  act  formed  a  part. 

213.  An  act  done  without  authority,  which  if  done  with  authority  would  have 
the  effect  of  subjecting  a  third  person  to  danfiages,  or  of  terminating  any  right 
or  interest  of  a  third  person,  cannot  by  ratification  be  made  to  have  such  effect. 

Illustration. 

(a.)  A.,  an  unauthorised  person,  requires  on  account  of  B.,  the  owner  of  a  chattel^  the 
delivery  of  the  chattel  to  fi.  This  demand  cannot  be  ratified  by  B.  so  as  to  make  the 
holder  liable  for  damages  for  default. 

(&.)  A.  holds  a  lease  from  B.  terminable  on  three  months'  notice.  C,  an  unauthorised 
person,  gives  notice  of  termination  to  A.  The  notice  cannot  be  ratified  so  as  to  be  bindiug 
on  A. 

214.  Any  notice  given  to,  or  information  obtained  by,  the  agent,  provided  it 
be  given  or  obtained  in  the  course  of  the  business  transacted  by  him  for  the 
principal,  will,  as  between  the  principal  and  third  parties,  have  the  same  legal 
consequences  as  if  it  had  been  given  to  or  obtained  by  the  principal. 

Illustrations. 

(aj)  A.  is  employed  by  B.  to  buy  certain  goods  from  C,  and  buys  them  accordingly.  In 
the  course  of  the  treaty  for  the  sale  A.  learns  that  the  goods  really  belonged  to  D.,  but  B. 
is  ignorant  of  that  fact.  B.  is  not  entitled  to  set  off  a  debt  owing  to  him  from  C.  against 
the  price  of  the  eoods. 

(6.)  A.  is  employed  by  B.  to  buy  goods  from  C.  A.  was,  before  he  was  so  employed,  a 
servant  of  C,  and  then  learnt  that  the  goods  really  belonged  to  D.,  but  B.  is  ignorant  of 
that  fact.  In  spite  of  the  knowledge  of  his  agent,  B.  may  set  off  against  the  price  of  the 
goods  a  debt  owing  to  him  from  C. 

215.  In  the  absence  of  any  agreement  to  the  contrary^  an  agent  cannot  per- 
sonally enforce  contracts  entered  into  by  him  on  behalf  of  his  principal,  nor  is  he 
personally  bound  by  them. 

Ea^planation. — Such  an  agreement  may  be  implied  in  the  following  cases ; — 

(1.)  Where  the  contract  is  made  by  an  agent  for  the  sale  or  purchase  of 
goods  for  a  merchant  resident  abroad. 

(2.)  Where  the  agent  does  not  disclose  the  name  of  his  principal. 

(3.)  Where  the  principal,  though  disclosed,  cannot  be  sued.  * 

216.  Where  one  man  enters  into  an  engagement  by  contract  with  another, 
having  no  knowledge  or  reasonable  ground  of  suspicion  that  the  other  is  an 
agent,  the  principal,  if  he  requires  the  performance  of  the  engagement,  can  only 
obtain  it  subject  to  the  rights  and  obligations  subsisting  between  the  agent  and 
the  other  party  to  the  contract. 

Illustration. 

A.,  who  owes  500  rupees  to  B.,  sells  1,000  rupees'  worth  of  rice  to  B;  A.  is  acting  as 
a^ent  for  C.  in  the  transaction,  but  B.  has  no  knowledge  nor  reasonable  ground  of  sus- 
picion that  such  is  the  case.  C.  cannot  compel  B.  to  take  the  rice  without  allowing  him  to 
set  off  A.'s  debt. 

217.  In  cases  where  the  agent  is  personally  liable,  a  person  dealing  with  him 
may  hold  either  him  or  his  principal,  or  both  of  them,  liable. 

Illustration. 

A.  enters  into  a  contract  with  B.  to  sell  him  100  bales  of  cotton,  and  afterwards  discovers 
that  B.  was  acting  as  agent  for  C.  A.  may  sue  either  B.  or  C,  or  both,  for  the  price  of 
the  cotton. 

239-  F  218.  A  person 
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218.  A  person  who  enters  into  a  contract  with  an  agent,  if  he  afterwards 
induces  the  agent  to  do  any  act  in  the  belief  that  the  principal  will  be  held  ex- 
clusively liable  on  the  contract,  cannot  hold  the  agent  liable ;  and  in  like  manner 
if  he  induces  the  principal  to  do  any  act  in  the  belief  that  the  agent  will  be  hdd 
exclusively  liable,  he  cannot  hold  the  principal  liable. 

Illustration. 

A.,  in  Bombay,  agrees  as  agent  for  B.,  a  merchant  in  London,  to  buy  100  bales  of  cotton 
from  C.  C.  intimates  to  B.  tnat  he  intends  to  hold  A.  exclusively  liable  for  the  price  of  the 
cotton,  and  B.,  relying  upon  this  intimation,  settles  his  account  with  A.,  giving  A.  credit  for 
the  price  of  the  cotton.  A.  afterwards  becomes  bankrupt  without  having  paid  the  price  of 
the  cotton  to  C.     C.  cannot  hold  B.  liable  for  the  price  of  the  cotton. 

219.  A  person  untruly  representing  himself  to  be  the  authorised  agent  of 
another,  and  thereby  inducing  a  third  person  to  deal  with  him  as  such  agent,  is 
liable,  if  his  supposed  employer  does  not  ratify  his  acts,  to  make  compensation 
to  the  other,  according  to  the  rules  laid  down  in  the  chapter  on  contracts,  seel.  63, 
in  respect  of  any  loss  or  damage  which  he  has  incurred  by  so  dealing. 

220.  A  person  with  whom  a  contract  has  been  entered  into  in  the  character  of 
agent  is  not  entitled  to  require  the  performance  of  it  if  he  was  in  reality  acting, 
not  as  agent,  but  on  his  own  account. 

221.  When  an  agent  has,  without  authority,  done  acts  or  incurred  obligations 
to  third  persons  on  behalf  of  his  principal,  the  principal  is  bound  by  such  acts  or 
obligations  if  he  had  by  his  words  or  conduct  induced  such  persons  to  bdiere 
that  such  acts  and  obligations  Vfere  within  the  scope  of  the  agent*s  authority. 

Illustratiofis, 

(a.)  A.  consigns  goods  to  B.  for  sale,  and  gives  him  verbal  instructions  not  to  sell  under 
a  fixed  price. «  C.,  being  ignorant  of  B.'s  insiructions,  enters  into  an  agreement  with  B.  to 
buy  the  goods  at  a  price  lower  than  the  reserved  price.    A.  is  bound  by  the  agreement. 

{b.)  A.  knows  that  B.  is  an  agent  of  C,  and  acting  under  written  instructions  from  &, 
but  makes  an  agreement  with  B.  as  C.'s  agent  without  asking  to  see  the  instructions.  The 
terms  of  the  agreement  are  contrary  to  the  instructions.  C.  is  not  bound  by  the 
agreement 

222.  The  master  of  a  ship  has  not  as  such  any  authority  to  sign  bills  of  lading 
without  receiving  the  goods  to  which  they  refer. 

223.  A  master  is  bound  to  make  compensation  to  third  persons  for  injuries 
caused  by  the  negligence  or  unskilfulness  of  his  servant  acting  as  audi ;  bat  not 
for  his  wilful  misconduct. 

Ulustralians. 

(a,)  A.'s  coachman,  driving  A.'s  carriage  on  A.'s  business,  strikes  B.'s  horses,  noi  wan- 
tonly, but  in  order  to  extricate  himself  from  a  difficulty,  and  causes  the  horses  to  run  awaji 
in  consequence  of  which  B.'s  carriage  is  overturned  and  broken.  A  is  liable  to  make  com- 
penssrtion  to  B.  in  respect  of  the  loss  or  damage  caused  to  him  by  the  breaking  of  the 
carriage. 

(b»)  A.'s  coachman,  driving  A.'s  coach  on  A. 's  business,  wantonly  strikes  B.'s  horses, 
which  run  away^  in  consequence  of  which  B.^s  carriage  is  overturned  and  broken.  A  isno^ 
but  his  coachman  is,  liable  to  make  compensation  to  B.  in  respect  of  the  loss  or  damage 
caused  to  him  by  the  breaking  of  tlie  carriage. 

(c.)  The  commander  of  A.*s  ship,  navigating  the  ship  on  A.'s  business,  through  negligence 
runs  over  B/s  boat.  A.  is  liable  to  make  compensation  to  B.  in  respect  of  loss  ordamtge 
caused  to  him  thereby. 

(jd.)  The  commander  of  A.'s  ship,  navigating  the  ship  on  A.'s  business,  intentionally  runs 
over  B.'s  boat.  A.  is  not,  but  the  commander  is,  liable  to  make  compensation  to  B.  in 
respect  of  loss  or  damage  caused  to  him  thereby. 

{e.)  A.'s  coachman,  driving  A.'s  coach,  but  not  on  A.'8  business,  through  negligence  runs 
over  B.,  who  thereby  sustains  severe  bodily  injury.  A.  is  not,  but  the  coachman  is,  liable 
to  make  compensation  to  B.  in  respect  of  such  injury. 

(f.)  A.  employs  B.  to  act  as  conductor  of  his  omnibus.  ,C.  enters  the  omnibas,  and, 
having  behaved  improperly  there,  is  removed  by  B.  with  unnecessary  violence.  In  cotise* 
quence  of  B.'s  violence,  C.  is  seriously  injured,  A.  is  not,  but  B.  is,  liable  to  make  compen- 
sation to  C.  in  respect  of  the  effects  of  such  injury. 

(ff,)  A.  was  in  the  habit  of  buying  corn,  and  directing  the  vendor  to  deliver  it  at  B/s 
wharf,  and  of  paying  for  the  corn  on  the  production  of  the  receipt  of  B»  or  his  servant 
B.'s  servant,  whose  duty  it  was  to  receive  tne  corn,  and  give  receipts  for  it  on  behalf  of  B.> 
gave  C.  a  receipt  for  corn  that  had  never  been  delivered,  nnd  thus  enabled  C.  to  obtain  mooey 
from  A.  B.  is  not  liable  to  make  compensation  to  A.  in  respect  of  the  loss  caused  to  hini 
bf  the  conduct  of  B.'s  servant. 

224.  A  person 
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224.  A  person  who  employs  another  to  do  a  lawful  act,  otherwise  than  as  a 
servant,  is  not  responsible  for  injuries  caused  to  third  persons  in  the  doing  of 
tliat  act  by  the  negligence  or  unskilfulness  of  the  person  employed,  except  in 
any  case  where  the  injuries  may  have  been  caused  by  conduct  which  the  em- 
ployer had  authorised  or  adopted. 

Ulustrations. 

(a.)  A.  employs  B.,  a  builder,  to  pull  down  and  rebuild  A/s  house.  In  consequence  of 
the  negligence  of  B.'s  workmen  in  pulling  down  the  house,  the  front  of  C.'s  house,  which 
adjoins  A.'s,  falls  down.     A.  is  not  liable  to  make  good  the  loss  to  C.»  but  B.  is. 

{b.)  A.  employs  B.,  a  builder,  to  execute  certain  alterations  in  a  house,  including  the 
preparation  and  fixing  of  gas  fittings.  B.  makes  a  sub-contract  with  C,  a  gas  fitter,  to 
execute  this  part  of  the  work.  D.  is  injured  by  an  explosion  of  gas,  caused  by  C.'s  negligence. 
C.  is,  but  A.  and  B.  are  not,  liable  to  make  compensation  to  D.  in  respect  of  such  injury. 

226.  A  person  who  is  bound  to  do  any  act  is  responsible  for  all  injuries  arising 
from  the  non-performance  of  such  act,  although  he  may  have  employed  another 
to  do  it. 

Illustrations, 

(cu)  A.  is  bound  to  repair  the  wall  of  his  house,  which  is  in  a  dangerous  state.  He 
employs  B.  to  repair  it.  B.  omits  to  do  so.  The  wall  falls  down  ;  and  in  doing  so  draws 
with  it  a  part  of  an  adjoining  house  belonging  to  C.  A.  is  liable  to  make  gocKi  the  Iosb 
toC. 

(&.)  A.  is  bound  to  cover  in  a  drain  in  front  of  his  house,  and  employs  B.  to  do  so.  B. 
neglecis  to  cover  in  the  drain ;  in  conse<][uence  of  B.'s  negligence,  C.  Mills  into  the  drain, 
and  is  hurt.     A.  must  make  compensation  to  C. 

226.  A  person  employing  another  to  do  any  act  is  bound  to  make  compensa- 
tion to  third  persons  in  respect  of  injuries  caused  directly  by  such  act. 

Exception. — Where  two  persons  are  engaged  as  agents  or  servants  to  the  same 
master  for  a  common  object,  the  master  is  not  bound  to  make  compensation  to 
one  servant  in  respect  of  loss  or  damage  arising  from  the  misconduct,  negligence, 
or  want  of  skill  of  the  other,  unless  he  neglected  to  use  ordinary  care .  in  the 
selection  of  the  servant  who  has  caused  the  injuries. 

Illustrations. 

(a.)  A.  employs  B.  to  build  a  house  according  to  a  particular  plan*  The  house  cannot 
be  built  without  obscuring  the  lights  of  a  neighbour's  house.  The  house  is  built  accord- 
ingly,    A.  is  liable  to  make  gooa  the  loss  or  damage  thereby  sustained  by  the  neighbour. 

(i.)  The  guard  of  a  train  is  injured  through  the  neglect  of  the  platelayers  to  keep  the  line 
in  proper  order.  Ordinary  care  had  been  used  in  the  selection  of  the  platelayers.  The 
railway  company  is  not  liable  to  indemnify  the  guard. 

227.  The  master  must  make  compensation  to  his  agent  or  servant  in  respect 

of  injury  caused  to  such  agent  or  servant  by  the  master's  neglect  or  want  of 

skill. 

Illustration, 

A.  employs  B.  as  a  bricklayer  in  building  a  house,  and  puts  up  the  scaffolding  himself. 
The  scam)lding  is  unskilfully  put  up,  and  B.  is  in  consequence  hurt.  A.  must  make  com- 
pensation to  B. 

228.  The  principal  cannot  retain  any  profit  resulting  from  the  fraud  of  his 
agent,  although  such  fraud  has  been  unauthorised  by  or  unknown  to  the  principal. 

229.  An  agent  is  not  responsible  to  third  persons  for  injuries  to  them  arising 
from  his  neglect  of  duty,  but  he  is  bound  to  make  compensation  to  his  employer 
against  all  sums  paid  by  bim  on  account  of  such  injuries. 

rdustraiion, 

A.  is  boond  to  cover  in  a  drain  in  front  of  his  house,  and  employs  B.  to  do  so.  B. 
neglects  to  cover  in  the  drain ;  in  consequence  of  B.'s  negligence,  C.  falls  into  the  drain, 
and  is  hurt.  B.  is  not  liable  to  make  compensation  to  C. ;  but  B.  must  make  compensation 
to  A.  in  respect  of  any  compensation  which  A.  has  been  compelled  to  make  to  C. 

230.  An  agent  is  in  alt  ca3es  responsible  to  third  persons  for  wrongful  acts 
done  by  him,  though  such  acts  may  have  been  previously  commanded  or  subse- 
quently ratified  by  his  employer. 

239.  ^  2  231.  An 
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231.  An  agency  is  terminated  by  the  principal  revoking  his  authority,  or  by 
the  agent  renouncing  the  business  of  the  agency,  or  by  the  business  of  the  agency 
being  completed,  or  by  either  the  principal  or  agent  dying  or  becoming  of  un- 
sound mind  ;  or  by  the  principal  being  adjudicated  an  insolvent  under  the  pro- 
visions  of  any  Act  for  the  time  being  in  force  for  the  relief  of  insolvent  debtors. 

232.  Where  the  agent  has  himself  an  interest  in  the  property  which  forms 
the  subject  matter  of  the  agency,  the  agency  cannot  be  terminated  to  the 
prejudice  of  such  interest; 

Illustrations. 

{a.)  A.  gives  authority  to  B.  to  sell  A.'8  land,  and  to  pay  himself  oui  of  the  proceeds  the 
debts  due  to  him  from  A.  A.  cannot  revoke  this  authority,  nor  can  it  be  terminated  by 
his  insanity  or  death. 

(6.)  A.  consigns  1,000  bales  of  cotton  to  B.,  who  has  made  advances  to  him  on  such 
cotton^  and  desires  B.  to  sell  the  cotton,  and  to  repay  out  of  the  price  the  amount  of  his 
own  advances.  A.  cannot  revoke  this  authority,  nor  is  it  terminated  by  his  insanity  or 
death. 

233.  The  principal  may  (save  as  is  otherwise  provided  by  the  last  preceding 
section)  revoke  the  authority  given  to  his  agent,  at  any  time  before  the  authority 
has  been  exercised  so  as  to  bind  the  principal. 

234.  The  principal  cannot  revoke  the  authority  given  to  bis  agent  after  the 
authority  has  been  partly  exercised,  so  far  as  regards  such  acts  and  obligations 
as  arise  from  acts  already  done  in  the  agency. 

niustroHont. 

(a.^  A.  authorises  B.  to  bujr  1,000  bales  of  cotton  on  account  of  A.,  and  to  pay  for  it  out 
of  A.'s  monies  remaining  in  his  hands.  B.  buys  1,000  bales  of  cotton  in  his  own  name,  so 
as  to  make  himself  personally  liable  for  the  price.  A.  cannot  revoke  his  authority  so  iar  as 
regards  payment  for  the  cotton. 

(&.)  A.  authorises  B.  to  buy  1,000  bales  of  cotton  on  account  of  A.,  and  to  pay  for  it  cot 
of  A.'s  monies  remaining  in  Id.'s  hands.  B.  buys  1,000  bales  of  cotton  in  A.'s  name,  and 
so  as  not  to  render  himself  personally  liable  for  the  price.  A.  can  revoke  B.'s  authority  to 
pay  for  the  cotton. 

235.  If  it  has  been  agreed  expressly  or  by  implication  that  the  agency  should 
be  continued  for  any  period  of  time,  the  principal  must  make  compensation  to 
the  agent,  or  the  agent  to  the  principal,  as  the  case  may  be,  for  any  previous 
revocation  or  renunciation  of  the  agency  without  sufficient  cause. 

236.  Reasonable  notice  must  be  given  of  such  revocation  or  renunciation,  or 
the  damage  thereby  resulting  to  the  principal  or  the  agent,  as  the  case  may  be, 
must  be  made  good  to  him  by  the  other. 

237.  Revocation  and  renunciation  may  be  expressed,  or  may  be  implied  in 
the  conduct  of  the  principal  or  agent  respectively. 

lllustr€Uwn. 

A.  empowers  B.  to  let  A.'s  house.  Afterivards  A.  lets  it  himself.  This  is  an  implied 
revocation  of  B.'s  authority. 

238.  The  termination  of  the  authority  of  an  agent  does  not,  so  far  as  regards 
the  agent,  take  eflfect  before  it  becomes  known  to  him,  or,  so  far  as  regards  third 
persons,  before  it  becomes  known  to  them. 

IllwitrationB^ 

(a.)  A.  directs  B.  to  sell  goods  fur  him,  and  agrees  to  give  B.  2  per  cent  commissioii 
on  the  price  fetched  by  the  goods.  A.  afterwardfl  by  letter  revokes  his  authority.  B., 
after  the  letter  is  sent,  but  before  he  receives  it,  sells  the  goods  for  100  rupees.  The  sale 
is  binding  on  A.,  and  B.  is  entitled  to  two  rupees  as  his  commission. 

(b.)  A.,  at  Madras,  by  letter  directs  B.  to  sell  some  cotton  lying  in  a  warebout;e  io 
Bombay  for  him,  and  afterwards  by  letter  revokes  his  authority  to  sell,  and  directs  B.  to 
send  the  cotton  to  Madras.  B.  after  receiving  the  second  letter  enters  into  a  contract  with 
C,  who  knows  of  the  first  letter  but  not  of  the  second,  for  the  sale  to  him  of  the  cotton. 
C.  pays  B.  the  money,  with  which  B.  absconds.    The  contract  is  binding  on  A. 

239.  Wben 
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239.  When  an  agency  is  terminated  by  the  principal  dying  or  becoming  of 
unsound  mind,  the  agent  is  bound  to  take  all  reasonable  steps  for  the  protection 
and  preservation  of  the  property  entrusted  to  him. 

Illustrations. 

(a.)  A.  in  London  consigns  to  his  agent  B.  at  Calcutta  for  sale  a  cargo  of  porcelain.  A* 
dies.     B.'s  duty,  under  ordinary  circumstances,  is  to  warehouse  and  retain  the  porcelain. 

(b.)  A.  in  New  York  consigns  to  B.  in  Calcutta  for  sale  a  cargo  of  ice.  A.  dies.  It 
is  B.'s  duty  to  sell  the  ice  as  soon  as  possible. 

240.  The  termination  of  the  authority  of  an  agent  causes  the  termination  of 
the  authority  of  all  sub-agents  appointed  by  him,  subject  to  the  rules  herein  con- 
tained regarding  the  termination  of  an  agent's  authority. 


Partnership. 

241.  Partnership  is  the  relation  which  subsists  between  persons  who  have 
agreed  to  combine  their  property^  labour^  or  skill  in  some  business^  and  to  share 
the  profits  thereof  between  them. 

Persons  who  have  entered  into  partnership  with  one  another  are  called  col* 

lectively  a  firm. 

lilustralions. 

(a.)  A.  and  B.  buy  100  bales  of  cotton,  which  they  agree  to  sell  for  their  joint  profit; 
A.  and  B.  are  partners  in  respect  of  such  cotton. 

(ft.)  A.  and  B.  buy  100  bales  of  cotton,  agreeing  to  share  it  between  them.  A.  and  B. 
are  not  partners. 

(c.)  A.  agrees  with  B.,  a  goldsmith,  to  buy  and  furnish  gold  to  B.,  to  be  worked  up  by 
him,  and  sold,  and  that  they  shall  shnre  in  the  profits.     A.  and  B.  are  partners. 

(J.)  A.  and  B.  agree  to  work  together  as  carpenters,  but  that  A.  shall  receive  all  profits, 
and  shall  pay  wages  to  B.    A.  and  B.  are  not  partners. 

(e.)  A.  and  B.  are  joint  owners  of  a  ship.  This  circumstance  does  not  make  them  part- 
ners. 

242.  A  loan  to  a  person  engaged  or  about  to  engage  in  any  trade  or  under- 
taking upon  a  contract  with  such  person  that  the  lender  shall  receive  interest 
at  a  rate  varying  with  the  profits^  or  that  he  shall  receive  a  share  of  the  profits, 
does  not,  of  itself,  constitute  the  lender  a  partner,  or  render  him  responsible  as 
such. 

243.  In  the  absence  of  any  agreement  to  the  contrary,  property  left  by  a  re* 
tiring  partner  or  the  representative  of  a  deceased  partner  to  be  used  in  the  busi- 
ness, is  to  be  considered  a  loan. 

244.  No  contract  for  the  remuneration  of  a  servant  or  agent  of  any  person  en- 
gaged in  any  trade  or  undertaking  by  a  share  of  the  profits  of  such  trade  or  un- 
dertaking shall,  of  itself,  render  such  servant  or  agent  responsible  as  a  partner 
therein  nor  give  him  the  rights  of  a  partner. 

245.  No  person  being  a  widow  or  child  of  a  deceased  partner  of  a  trader, 
and  receiving  by  way  of  annuity  a  portion  of  the  profits  made  by  such  trader 
in  his  business,  shall,  by  reason  only  of  such  receipt  be  deemed  to  be  a  partner 
of  such  trader,  or  be  subject  to  any  liabilities  incurred  by  him. 

246.  No  person  receiving  by  way  of  annuity  or  otherwise  a  portion  of  the 
profits  of  any  business,  in  consideration  of  the  sale  by  him  of  the  goodwill  of 
such  business,  shall,  by  reason  only  of  such  receipt,  be  deemed  to  be  a  partner 
of  the  person  carrying  on  such  business,  or  be  subject  to  his  liabilities. 

247.  A  person  who  has,  by  words  spoken  or  written,  or  by  his  conduct,  led 
another  to  believe  that  he  is  a  partner  in  a  particular  firm  is  responsible  to  him 
as  a  partner. 

248.  Any  one  permitting  himself  to  be  represented  as  a  partner  is  liable  as 
such  to  third  persons,  who  on  the  faith  thereof,  give  credit  to  the  partnership. 

249.  A  person  who  is  under  the  age  of  majority,  according  to  the  laws  to 
which  he  is  subject,  may  be  admitted  to  the  benefits  of  partnership,  but  cannot 

239.  p  3  be 
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be  made  personally  liable  for  an j  obligation  of  the  firm ;  but  the  share  of  Buch 
minor  in  the  property  of  the  firm  is  liable  for  the  obligations  of  die  firm. 

250.  A  person  who  has  been  admitted  to  the  benefits  of  partnership  under 
the  age  of  majority,  becomes  on  attaining  that  age  liable  for  all  obligations 
incurred  by  the  partnership  since  he  was  so  admitted,  unless  he  gives  public 
notice  within  a  reasonable  time  of  his  repudiation  of  the  partnership. 

251  •  Every  partner  is  liable  for  all  debts  and  obligations  incurred  by  or  on 
behalf  of  the  partnership. 

252.  Every  partner  is  liable  to  make  compensation  to  third  persons  in  respect 
of  loss  or  damage  arising  from  the  neglect  or  fraud  of  any  partner  iu  the  ma- 
nagement of  the  business  of  the  firm. 

253.  Each  partner  who  does  any  act  necessary  for  or  usually  done  in  carry- 
ing on  the  business  of  such  a  partnership  as  that  of  which  he  is  a  member,  binds 
his  copartners  lo  the  same  extent  as  if  he  were  their  agent  duly  appointed  for 
that  purpose. 

Exception. — If  it  has  been  agreed  between  the  partners  that  any  restrictioa 
shall  be  placed  upon  the  power  of  any  one  of  them,  no  act  done  in  contravention 
of  such  agreement  shall  bind  the  firm  with  respect  to  persons  faaTing  notice  of 
such  agreement. 

Htustrations. 

{a.)  A.  and  B.  trade  in  partnership,  A.  residing  in  England  and  B.  in  India.  A.  draws 
a  bill  of  exchange  in  the  name  of  the  firm.  B.  has  no  notice  of  the  bill^  nor  is  he  at  all  in- 
terested in  the  transaction.  The  firm  is  liable  on  the  bill,  provided  the  holder  did  not 
know  of  the  fraud. 

(ft.)  A.,  being  one  of  afirm  of  solicitors  and  attorneys,  draws  a  bill  of  exchange  in  the 
name  of  the  firm  without  authority.     The  other  partuers  are  not  liable  on  the  bills. 

(c.)  A.  and  B.  carry  on  business  in  partnership  as  bankers» ;  a  sum  of  money  is  re- 
ceived by  A.  on  behalf  of  the  firm.  A.  does  not  inform  B.  of  such  payment,  and  after- 
virards  A.  appropriates  the  money  to  his  own  use.  The  partnership  is  liable  to  make  good 
the  money. 

(d.)  A.,  a  partner,  takes  upon  him  to  agree  that  his  firm  shall  submit  to  an  arbitration. 
His  undertaking  is  void. 

(e.)  A.  and  B.  are  partners.  A.,  with  the  intention  of  cheating  B.,  goes  to  a  shop  and 
purchases  articles  such  as  might  be  used  in  the  partnership  business,  whicli  he  converts  to 
his  own  separate  use,  there  being  no  collusion  between  him  and  the  seller.  The  firm  is 
liable  for  the  price  of  the  goods. 

264.  Where  partners  have  by  agreement  regulated  and  defined  as  between 
themselves  their  rights  and  ohligations,  such  agreement  can  he  annnlied  or 
altered  only  hy  consent  of  all  of  them,  which  consent  must  either  he  expressed  or 
be  implied  from  a  uniform  course  of  dealing. 

IlltistrfUion. 

A.,  B.,  and  C,  intending  to  enter  into  partoersbip,  execute  written  articles  of  agree- 
ment, by  which  it  is  stipulated  that  the  net  profits  arising  from  the  partnership  business 
shall  be  equally  divided  between  them.  Afterwards  they  carry  on  the  partnership  business 
for  many  jears,  A.  receivini^  one-half  of  the  net  profits,  and  the  other  half  being  dirided 
equally  between  B.  and  C.  without  any  remonstrance  on  their  part.  This  course  dt  dealing 
supersedes  the  provision  in  the  articles  as  to  the  division  of  profits. 

255.  In  the  absence  of  any  agreement  to  the  contrary,  the  relations  oi  the 
partners  to  each  other  are  determined  hy  the  following  rules : 

(1.)  All  partners  are  joint  owners  of  all  property  originally  brought 
into  the  partnership  stuck,  or  bought  with  money  belonging  to  tiie  part- 
nership, or  acquired  for  the  purposes  of  the  partnership  business.  AH 
such  property  is  called  partnership  prcq>erty.  The  share  of  each  partner  in 
the  partnership  property  is  the  value  of  his  original  contribution,  increased 
or  diminished  by  his  share  of  profit  or  loss. 

(2.)  All  partners  are  entitled  to  share  equally  in  the  profits  of  the  part- 
nership business,  and  must  contribute  equally  towards  the  losses  sustained 
by  the  partnership. 

(S.)  Eadi 
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(3.)  Each  partner  has  a  right  to  take  part  in  the  management  of  the 
partnership  business. 

(4.)  Each  partner  is  bound  to  attend  diligently  to  the  business  of  the 
partnership^  and  is  not:  entitled  to  any  remuneration  for  acting  in  such 
business. 

(5.)  All  ordinary  matters  of  partnership  business  may  be  done  with  the 
consent  of  the  majority  of  the  partners ;  but  no  change  in  the  nature  of 
the  business  of  the  partnership  can  be  made  except  with  the  consent  of  all 
the  partners. 

(6.)  No  person  can  introduce  a  new  partner  into  a  firm  without  the  con- 
sent of  all  the  partners. 

(?•)  If  from  any  cause  whatsoever,  any  member  of  a  partnership  ceases 
to  be  so,  the  partnership  is  dissolved  as  between  all  the  other  members. 

(8.)  Unless  the  partnership  has  been  entered  into  for  a  fixed  term,  any 
partner  may  retire  from  it  at  any  time. 

(9.)  Where  a  partnership  has  been  entered  into  for  a  fixed  term,  no 
partner  c4n  during  such  term  retire,  except  with  the  consent  of  all  the 
partners,  nor  can  he  be  expelled  by  his  partners  for  any  cause  whatever. 

(10.)  Partnerships,  whether  entered  into  for  a  fixed  term  or  not,  are  dis- 
solved by  the  death  of  any  partner. 

266.  At  the  suit  of  a  partner  the  court  may  dissolve  the  partnership  in  the 
following  cases : — 

(1.)  When  a  partner  becomes  of  unsound  mind. 

(2.)  When  a  partner  other  than  the  peraon  suing  has  been  adjudicated 
an  insolvent  under  any  law  relating  to  insolvent  debtors. 

(3.)  When  a  partner  other  than  the  person  suing  has  done  any  act  by 
which  the  whole  interest  of  such  partner  is  legally  transferred  to  a  third 
person. 

(4.)  When  any  partner  becomes  incapable  of  performing  his  part  of  the 
partnership  contract. 

(6.)  When  a  partner  other  than  the  person  suing  is  guilty  of  gross  mis- 
conduct in  the  affairs  of  the  partnership  or  towards  his  partners. 

(6.)  When  the  business  can  only  be  carried  on  at  a  loss. 

257.  A  partnership  is  in  all  crises  dissolved  by  its  business  being  prohibited 
by  law. 

258.  If  a  partnership  entered  into  for  a  fixed  term  be  continued  after  such 
term  has  expired,  the  right  and  obligations  of  the  partners  will,  in  the  absence 
of  any  agreement  to  the  contrary,  remain  the  same  as  they  were  at  the  expiration 
of  the  term,  so  far  as  such  rights  and  obligations  can]be  applied  to  a  partnership 
dissolvable  at  the  will  of  any  partner.  » 

269.  Partners  are  bound  to  carry  on  the  business  of  the  partnership  for  the 
greatest  common  advantage,  to  be  just  and  faithful  to  each  other,  and  to  render 
true  accounts  and  full  information  of  allnhings  affecting  the  partnership  to  any 
partner  or  his  legal  representatives. 

360.  A  partner  must  account  to  the  firm  for  any  benefit  derived  from  a  trans- 
action affecting  the  partnership. 

Illustrations. 

(a.)  A.  and  B.  are  partners  for  the  sale  of  a  mineral  of  a  certain  description.  A.  keeps  a 
shop  near  a  roin^  where  this  mineral  is  found,  and  buys  it  from  the  miners,  giving  them 
goods  in  which  he  decfcls  tn  exeltange.  A.  must  aecount  to  B.  for  the  profit  which  he 
obtains  by  selling  his  own  goods  as  well  as  for  that  which  he  derives  from  the  sale  of  the 
mineral. 

{bJ)  A.  B.and  C.  are  partners  in  trade.  C.,  without  the  knowledge  of  A.  and  B.,  obtains 
for  his  own  sole  benefit  a  lease  o>  the  house  in  which  the  partnership  business  is  carried  on. 
A.  and  B.  are  entitled  to  participate,  if  they  please,  in  the  benefit  of  the  lease. 

(c.)  A.  B.  and  C.  carry  on  business  together  in  partnership  as  merchants,  trading  between 
Bombay  and  London.  D.,  a  merchant  in  London,  to  whom  they  make  their  consignments, 
secretly  allows  C.  a  share  of  the  commission  which  he  receives  upon  such  consignments,  in 
consideration  of  C.'s  using  his  influence  to  obtain  the  consignments  for  him.  C.  is  liable  to 
account  to  the  firm  for  the  money  so  received  by  him. 

239.  F4  261.  If 
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261.  If  a  partner,  without  the  knowledge  and  consent  of  the  other  partners^ 
carries  on  any  business  competing  or  interfering  with  that  of  the  firm^  he  most 
account  to  the  firm  for  all  profits  made  in  such  business,  and  must  make  com- 
pensation to  the  firm  for  any  loss  occasioned  thereby. 

262.  Every  person  introduced  as  a  partner  into  a  pre-existing  firm  is  subject 
to  all  the  obligations  incurred  by  the  firm  before  he  was  introduced. 

263.  A  continuing  guarantee,  given  either  to  a  firm  or  to  a  third  person  in 
respect  of  the  transactions  of  a  firm,  is  not  revoked  as  to  future  transactions  by 
any  change  in  the  firm  to  which,  or  in  respect  of  the  transactions  of  which,  such 
guarantee  was  given. 

264.  The  estate  of  a  partner  who  has  died  is  not  liable  in  respect  of  any  obli- 
gation incurred  by  the  firm  after  his  death. 

265.  Where  there  are  joint  debts  due  from  the  partnership^  and  also  separate 
debts  due  from  any  partner,  the  partnership  property  must  be  applied  in  the  6r8t 
instance  in  payment  of  the  debts  of  the  firm,  and  if  there  is  any  surplus,  then  the 
share  of  each  partner  must  be  paid  to  him,  or  applied  in  payment  of  his  separate 
dehts.  The  separate  property  of  any  partner  must  be  applied  first  in  the  pay- 
ment  of  his  separate  debts,  and  the  surplus  (if  any;  in  the  payment  of  the  debts 
of  the  firm. 

266.  After  a  dissolution  of  partnership,  the  rights  and  obligations  of  the 
partners  ^continue  in  all  things  necessary  for  winding  up  the  business  of  the 
partnership. 

267.  Persons  dealing  with  a  firm  will  not  he  affected  by  a  dissolution  of 
which  no  public  notice  has  been  given,  unless  they  had  themselves  notice  of  such 
dissolution. 

268.  In  the  absence  of  any  agreement  to  the  contrary,  after  the  termina- 
tion of  a  partnership,  each  partner,  or  his  representative,  may  apply  to  the 
court  to  wind  up  the  business  of  the  firm,  to  provide  for  the  payment  of  its 
dehts,  and  to  distribute  the  surplus  according  to  the  shares  of  the  partners 
respectively. 

269.  Extraordinary  partnerships,  such  as  partnerships  with  limited  liability, 
incorporated  partnerships,  and  joint  stock  companies,  shall  be  regulated  by  the 
law  now  in  force  in  India  relating  thereto,  until  further  provision  shall  be  made  in 
that  behalf. 


We  humbly  submit  this  our  Second    Report  to  your  Majesty's  Royal  con- 
sideration. 

Romillif.  (l.s.) 

Edward  Ryan.  (l.s.) 

Robert  Lowe.  (l.s.) 

John  M.  Macleod.  (l.s.) 

JV.  M.  James.  (l.s.) 

J.  Henderson.  (l.8.) 

Dated  this  28th  day  of  July  1866. 
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—  No.  2.  — 

(Judicial,  No.  42.) 

To  His  Excellency  the  Right  Honourahle  the  Governor  General  of  India 

in  Council. 

Sir,  India  OflSce,  London,  14  September  1866. 

I  HEREWITH  transmit  12  copies  of  the  Second  Report  of  Her  Majesty's  Com- 
missioners appointed  to  prepare  a  body  of  substantive  law  for  India,  which  I  desire 
may  be  taken  into  early  consideration  by  your  Excellency  in  Council,  in  order 
that  a  measure  founded  on  its  provisions  may  be  introduced  into  the  Council  for 
making  Laws  and  Regulations. 

2.  Copies  of  the  Report  will  be  forwarded  to  the  Governments  of  Madras  and 
Bombay,  with  directions  to  forward  any  observations  which  a  consideration  of 
the  Report  may  suggest  to  your  Excellency  in  Council. 

8.  I  regard  the  accomplishment  by  the  Commission  of  a  second  and  most 
important  portion  of  the  great  duty  entrusted  to  it  as  a  subject  of  congratulation 
to  all  India. 

4.  A  supply  of  copies  of  the  Report  will  be  sent  by  an  early  opportunity. 

(signed)         Cranborne- 


—  No.  3.  — 

Assistant  Under  Secretary  of  State  for  India  to  the  Indian  Law  Commissioners. 

Sir,  India  OflSce,  28  November  1867. 

I  AM  directed  by  Sir  Stafford  Northcote  to  transmit  to  you,  for  the  purpose  of 
being  placed  before  Her  Majesty's  Commissioners  appointed  to  prepare  a  body 
of  Substantive  Law  for  India,  the  accompanying  copy  of  a  Despatcli  from  the 
Government  of  India,  dated  16th  August  (4)  1867,  with  a  copy  of  a  Draft  Bill 
on  the  subject  of  contracts. 

2.  The  draft  Bill,  it  will  be  observed,  is  identical  with  the  measure  prepared 
by  Her  Majesty's  Commissioners,  with  the  exception  that  the  claims  relating  to 
the  specific  performance  contained  in  Sections  51  to  59  are  omitted. 

3.  The  grounds  on  which  this  omission  is  founded  are  set  forth  in  the  state- 
ment of  objects  and  reasons,  and  in  the  notes  recorded  by  the  Governor  General 
and  the  Members  of  his  Council  on  the  subject.  I  am  directed  by  Sir  Stafford 
Northcote  to  state  that  he  would  be  glad  to  receive  any  observations  which  Her 
Majesty^s  Commissioners  may  desire  to  make  on  the  subject,  but  he  requests 
that  the  papers  may  be  regarded  as  strictly,  confidential. 

(signed)        J.  C.  MelvUL 
Wm.  Macpherson,  Esq., 
&c.    &c. 
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—  No.  4.— 

(Home  Department. — Legislative. — No.  4  of  1867.) 

To  the  Right  Honourable  Sir  StaflTord  Northcote,  Bart.,   Secretary  of  State 

for  India. 

Sir,  Simla,  16  August  1M7. 

Lord  Cranborne's  Despatch  in  the  Judicial  Department,  No.  42,  dated  14th 
September  1866,  transmitted  to  us  the  Second  Report  of  Her  Majesty's  Com- 
missioners appointed  to  prepare  a  body  of  Substantive  Law  for  India,  which  his 
Lordship  desired  us  to  take  into  early  consideration,  in  order  that  a  measore 
founded  upon  its  provisions  might  be  introduced  into  the  Council  for  making 
Laws  and  Regulations. 

2.  The  Second  Report  of  Her  Majesty's  Commissioners  is  devoted  entirely 
to  the  question  of  contracts,  and  contains  a  draft  legislative  measure  on  the 
subject,  which  our  honourable  colleague,  Mr.  Maine,  has  proposed  to  adopt, 
with  the  omission  of  the  clauses  relating  to  specific  performance  contained  in 
Sections  51  to  59.  A  copy  of  the  Draft  Bill  which  our  honourable  colleague  has 
prepared  with  this  view  is  herewith  forwarded. 


1.  Note  by  Bir.  Maine,  dated  15  July  1867. 


2. 
8. 
4. 
5. 
6. 
7. 
8. 


the  GoTeraor-General,  dated  19  July  1867. 


99 


Sir  Henry  Dnrand, 

Sir  G.  Yule,  'i, 

Mr.  Maine,  „ 

Bfr.  Maasey,  „ 

„       Mr.  Maine,  „ 

,,      the  GoTemor-General  „ 

(With  remarks  by  Mr.  Maine)  „ 

9,  Note  by  Mr.  Maine,  „ 

10.  „      Conunander-in'Chief,  „ 
(With  remarks  by  Sir  H.  Durand)  „ 

11.  Note  by  Sir  Henry  Durand,  „ 

12.  „       Mr.  Maine,  „ 

13.  „      the  Goyeroor-Geniiral  ^ 


22 

23  „ 

23  „ 

23  „ 

25  „ 

25  „ 

26  „ 

27  „ 
27  „ 
29  „ 
29  „ 
14  Aug. 
16  „ 


3.  You  will  perceive  from  the  statement  of  objects  and 
reasons  appended  to  the  Bill,  and  from  the  notes  which 
we  have  recorded  on  the  subject,  that  Mr.  Maine's  pro- 
posal has  been  carefully  discusB^  by  us ;  and  after  a 
further  consideration  of  the  matter  in  Council,  we  have 
resolved  to  omit  the  clauses  relating  to  specific  perform- 
ance, as  not  properly  belonging  to  a  Bill  which  aiactsa 
general  law  of  contract.  Moreover,  we  think  that  the 
di£Bcult  questions  raised  by  a  law  of  specific  performance 
for  India  will  be  more  conveniently  discussed  upon  a  Bill 
which  deals  exclusively  with  the  law  of  procedure. 

We  have,  &c. 
(sijgned)         John  Lawrence. 
W.  Mansfield. 
H.  S.  Maine. 
G.  W.  Taylor. 
W.  iNT.  Massey. 
H.  M.  Durand. 
G.  N.  Yule.  . 
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(Home  Department — Legislatiye). 

Simla,  2  August  1867. 
The  following  Bill  and  statement  of  objects  and  reasons  accompanying  it,  are  published 
for  general  information  by  order  of  his  Excellency  the  Grovemor  General,  under  the 
19th  of  the  rules  for  the  conduct  of  business  at  meetings  of  the  Council  of  the  Governor 
General  of  India  for  the  purposes  of  making  Laws  and  Regulations : — 


THE  INDIAN  CONTRACT  LAW,  1867. 


Abbangement  of  Sections. 


Part  I. — Prbuminart. 
Sect 

1.  Short  Title. 

2.  Interpretation  Clause. 

3.  Repeat  of  Acts. 


4. 
5. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 

14. 

15. 

16. 

17. 

18. 
19. 

20. 
21. 

22. 


23. 
24. 


Part  IT. — Of  Contract. 

Contract  defined. 

Who  may  contract.  * 

Retraction  or  alteration  of  propoiaL 

Acceptance  or  proposal. 

Effect  of  deeeity  coercion  and  nndne  inflaenoe. 

Effect  of  fdse  representation  inducing  a  contract. 

MistokeoffiMst 

Mistake  of  law. 

Certainty  of  subject. 

Object  and  oonsideration. 

PromiM  when  binding. 

Contract  taking  effect  en  bq^pening  of  qpeetfed  un- 

oertain  event. 
Contract  taking  effect  only  when  speoiied  uncertain 

erent  does  not  happen. 
Avoidance  of  engagement  intended  to  take  effect  only 

in  caM  specifi^  uncertain  event  sbtll  happen. 
"When  an  engagement  intended  to  take  eSect  in  case  a 

specified  event  shall  not  happen,  becomes  absolute. 
Order  of  performance  of  different  engagements. 
When  one  redprooal  engagement  dMs  not  become 

absolute  till  petformince  oif  other. 
Parties  mutually  bound  to  facilitate  perfarmance. 
Liability  of  party  preventing  event  on  which  contract 

is  to  take  effect. 
Liability  of  one  party  falling  to  do  act  which  he  is 

bound  to  do,  and  which  is  necessary  to  enable  the 

other  to  perfbrm. 
When  time  is  essential. 
Effect  of  doing  several  things,  but  not  at  the  times 

spedfied. 

Condiiional  Contracts. 

25.  Failure  to  fulfil  condition. 

26.  Oontract  conditioned  to  be  terminated  or  varied  on 

the  happening,  or  not  happening,  of  a  specified  un- 
certain event. 

27.  When  sueh  conditions  are  invalid. 

28.  Result  pf  such  conditions  subsequently  becoming  un- 

lawful or  impossible. 
29*  Termination  or  variation  of  contract  made  with  con- 
dition subsequent  that  it  shall  be  terminated  or  varied 
unless  a  certain  person  perform  a  specified  act. 

30.  Discharge  of  alternative  obligation  where  one  of  the 

two  things  is  unlawful  or  impossible* 

31.  Liability  of  person  failing  to  do  an  act  which  he  has 

engaged  to  do. 

Ritle  qf  OonHruelion, 

32.  Interpretation  of  contract!. 

yPeffirmanee  qf  Contracts. 

33.  Person  by  whom  contract  is  to  be  performed. 

34.  Effect  of  accepting  performance  from  a  third  person. 

35.  DispensHtion  with,  or  remittance  of,  or  aooeptaooe  of 

satisfaction  in  lieu  of,  performance. 

36.  Acceptance  of  new  contract  in  substitution. 

Time  and  Place  for  Performance. 

37.  Time  for  performance  of  engagement  where  no  time  is 

specified,  and  no  application  to  be  made. 

38.  Time  for  performance  of  engagement  where  time  is 

specified,  and  no  appUeation  to  be  made. 


Sect 

39.  Application  for  performance  at  a  proper  time  and 

place. 

40.  Place  for  performance  of  engagement,  where  no  appfi* 

cation  to  be  made  and  no  place  fixed. 

41.  Perfbrmance  in  manner  or  at  time  prescribed  or  sanc- 

tioned by  person  entitled  to  daim  it. 

Appropriation  qf  Pojfments. 

42.  Where  there  are  several  distinct  debts,  and  the  debt  to 

which  payment  is  to  be  applied,  is  indicated. 

43.  Where  there  are  several  distinct  debts,  and  the  debt  to 

which  payment  is  to  be  applied,  is  not  indicated. 

44.  Where  neither  party  makes  any  appropriation. 

Qfer  qf  Performance. 

45.  Effect  of  refusal  to  accept  offer  of  performance. 

46.  Requiaites  to  valid  offer  of  performance. 

Joint  Liabilitiei  and  Rights. 

47.  Devolution  of  joint  liabilities. 

48.  Liability  of  persons  jointly  bound. 

49.  Release  of  one  joint  contractor. 

50.  Devolution  of  joint  rights. 

Power  to  Terminate  Contract. 

51.  Power  to  terminate  contract  on*  refusal  of  party  to 

perform  it  wholly. 

Cbmpensaticn. 

52.  Party  rightfully  terminating  contract,  entitled  to  cosa* 

pensation. 

53.  Payment  of  sum  specified  to  be  paid  in  case  of  brenelk 
Payment  of  oomp«isation. 


Part  III.— Op  Cbrtaiit  Obligations  Rbsbm- 

BLINO  THOSE  CrEATED  BY  CONTRACT. 

54.  Effect  of  one  person  intentionally  leading  another  to 

believe  in  a  non-existent  state  of  things,  when  the 
other  acts  on  such  belief. 

55.  Effect  of  one  person,  by  a  hhe  representation,,  in- 

ducing another  to  contract  with  a  third  party. 

56.  Representation  as  to  future  conduct. 

57.  Supply  of  necessaries  to  persons  incapable  of  eon* 

tracting. 

58.  Reimbursement  of  person   paying  what  another  is 

bound  to  pay. 

59.  Effect  of  non-gratuitous  act  of  which  a  person  enjoy 

the  benefit 
60*  Responsibility  of  finder  of  goods. 
61.  Liability  of  person  to  whom  money  is  paid  by  mistake 

or  coercion. 


Part  IV. — Sale  op  Goods. 

62.  ''Goods"  defined. 

63.  <«  Sale ''defined. 

64.  Sale  how  effected. 

65.  Effect  of  agreement  for  sale  of  thing  to  be  asocrtained^ 

made  or  finished. 

66.  Sale  of  goods  which  the  seller  is  to  put  into  state  in 

which  buyer  is  to  take  them. 

67.  Sale  of  goods  when  seller  has  to  do  an3rthing  thereto  in 

order  to  ascertain  price. 

68.  Sale  when  goods  are  unascertained  at  date  of  agree- 
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69.  Ascertainment  of  goods  by  subsequent  appropriation. 

70.  Ascertainment  of  goods  by  seller's  selection. 

71.  Agreement  for  sale  of  immoveable  and    moveable 

property  combined. 

72.  Sale  of  several  lots  by  auction. 

73.  Buyer's  risk. 

74.  Agreement  for  kale  may  be  oral  or  mrltten. 

75.  Acquisition  of  ownership  of  goods  by  purchase  from 

their  possessor. 

76.  Acquisition  by  purchase  from  possessor  of  documentary 

tiUe. 

77.  Transfer  of  ownership  of  goods  agreed  to  be  sold  while 

non-existent. 

78.  Contract  to  sell  and  deliver  at  a  future  day  goods  not 

in  seUer's  possession  at  date  of  contract. 

79.  Determination  of  unfixed  price. 

Delivery. 

80.  Delivery  how  made. 

81.  Effect  of  delivery  to  wharfinger  or  carrier. 

82.  Effect  of  part-delivery. 

83.  Seller   not  bound  to  deliver  until  buyer  applies  for 

possession. 

84.  Place  of  delivery. 

Seller^s  Lien. 

85.  Seller's  lien. 

86.  Lien  where  payment  to  be  made  at  a  future  day^  but 

no  time  fixed  for  delivery. 
Insolvency  defined. 

87.  'Where  payment  to  be  made  at  future  day,  and  buyer 

allows  goods  to  remain  in  seller's  possession. 

88.  Seller's  Uen  against  subsequent  buyer. 

Stoppage  in  Trantii, 

89.  Power  to  stop  in  transit. 

90.  When  goods  are  to  be  deemed  in  transit. 

91.  Continuance  of  right  of  stoppage. 

92.  Cessation  of  right  on  assignment  of  bill  of  lading. 

93.  Cessation  of  right  on  fulfilment  of  condition. 

94.  Stoppage  on  payment  to  pledgee  of  amount  of  claim. 

95.  Stoppage  how  effected. 

96.  Notice  of  seller's  claim. 

97.  Right  of  seller  on  stoppage. 

Seeale. 
98.  Resale  on  buyer's  failure  to  perform. 

Warranty  of  Title. 

09.  Seller's  responsibility  for  badness  of  title. 

100.  Implied  warranty  of  goodness  or  quality. 

101.  Warranty  of  soundness  on  sale  of  provisions. 

102.  Warranty  on  sale  of  goods  by  sample. 

103.  Warranty  on  sale  of  goods  sold  as  being  of  a  certain 

denomination. 

104.  Warranty  where  goods  ordered  for  a  specified  purpose. 

105.  Sale  of  article  of  a  well-known  ascertained  kind. 

106.  Non-responsibility  for  latent  'defects. 

107.  Buyer's  right  on  breach  of  warranty. 

108.  Rejection  on  return  of  goods  sold  with  warranty. 

Refusal  to  Accept. 

109.  Refusal  to  accept  when  goods  not  ordered  are  sent. 

110.  Effect  of  wrongful  refusal  to  accept. 

Retcistion  in  Dtfault  of  Payment. 

111.  Rescission  on  failure  to  pay  price  at  time  fixed. 

Auction* 

112.  Poffers  at  auction. 


Part  V. — Of  Indemnity  and  Guarantee. 

113.  Indemnity  defined. 

1 14.  Agent's  indemnity  against  consequences  of  lawful  acts. 

115.  Agent's  indemnity  against  consequences  of  acts  done 

in  good  faith. 

116.  Non  liability  of  employer  of  agent  to  do  a  criminal  act. 

117.  Rights  and  liabilities  of  indemnity-holder  when  sued. 

118.  Definitions  of  *  guarantee ' '  surety ' '  principal  debtor ' 

and '  creditor.' 

119.  Consideration  for  guarantee. 

120.  When  offer  constitutes  a  guarantee. 

121.  Surety's  liability. 

122.  Continumg  guarantee. 

123.  Revocation  of  continuing  guarantee. 

124.  Revocation  of  continuing  guarantee  by  surety's  death. 

125.  Liability  of  two  persons  primarily  liable,  not  affected 

by  a  private  arrangement  as  to  suretyship. 

126.  Discharge  of  surety  by  variance  in  terms  of  agreement 


Sect. 
127. 

128. 

129. 

130. 
131. 
132. 

133. 
134. 
135. 
136. 
137. 

138. 
139. 
140. 


Discharge  of  surety  by  release  or  ^scharge  of  pria. 

cipal  debtor. 
Discharge  of  surety  when  creditor  compounds  with, 

gives  time  to,  or  agrees  not  to  sue  principal  debtor. 
Agreement  to  give  time  to  principal  debtor  made  with 

a  third  person. 
Creditor's  forbearance  to  sue. 
Release  of  one  co-surety. 
Discharge  of  surety  by  creditor's  act  or  omissioB  im. 

pairing  surety's  eventual  remedy. 
Rights  of  surety  on  payment  or  performance. 
Surety's  right  to  benefit  of  creditor's  securities. 
Guarantee  obtained  by  misrepresentation. 
Guarantee  obtained  by  cono^ment. 
Guarantee  on  agreement  that  creditor  shall  not  set  on 

it  until  co-surety  joins. 
Implied  agreement  to  indemnify  surety. 
Co-sureties  liable  to  contribute  equally. 
Liability  uf  co-sureties  bound  ui  different  sums. 


Part  VI. — Of  Bailment. 

141.  <  Bailment,'  *  bailor '  and  '  bailee '  defined. 

142.  Delivery  to  bailee  how  made. 

143.  Bailor's  duty  to  disclose  faults  in  goods  bailed. 

144.  Care  to  be  taken  by  bailee. 

145.  Bailee  when  not  liable  for  loss,  etc.  of  thing  bailed. 

146.  Termination  of  bailment  by  bailee's  act  inoonsiiteiit 

with  conditions. 

147.  Liability  of  bailee  making  unantboriaed  use  of  goods 

bailed. 

148.  Mixture,  with  bailor's  consent,  of  his  goods  with  goods 

of  bailee. 

149.  Mixture,  without  bailor's  consent,  when  the  goods  osa 

be  separated. 

150.  Mixture,  without  bailor's  conaent,  when  the  goods 

cannot  be  separated. 

151.  Repayment  by  bailor  o'  necessary  ezpensea. 
162.  Restoration  of  goods  bailed  gratuitously. 

153.  Return  of  goods  bailed  on  expiration  of  time  or  so- 

complishment  of  purpose. 

154.  Bailee's  rogponsibiUty  when  goods  are  not  dulj  deli- 

▼ered  or  tendered. 

155.  Termination  of  gratuitous  bailment  by  death. 

156.  Increase  or  profit  from  goods  bailed. 

157.  Bailor's  responsibility  to  bailee^ 

158.  Bailment  by  several  joint  owners. 

159.  Re-delivery  to  bailee  who  has  no  title. 

160.  Right  of  third  person  claiiiicg  gooda  bailed. 

161.  Right  of  finder  of  goods. 

162.  Bulee's  particular  lien. 

163.  Bankers,  factors  and  wharfingers  have  no  generallieo. 

Pledge. 

164.  '  Pledge ' '  pawnor '  and  '  pawnee '  defined. 

165.  Pawnee's  right  of  retainer. 

166.  In  case  of  subsequent  advances. 

167.  Extraordinary  expenses  incurred  by  pawnee. 

1 68.  Pawnee's  right  where  pawnor  makes  de&olt. 

169.  Defaulting  pawnor's  nght  to  redeem. 

1 70.  Pledge  by  possessor  of  documentary  dtle  to  goods. 

171.  Pledge  where  pledger  has  only  a  limited  interest 

Suite  against  wrongdoers, 

172.  Suits  by  bailor  or  bailee  against  wrongdoen. 

173.  Apportionment  of  proceeds  of  such  suits. 


Part  VII. — Op  AaENCY. 

1 74.  '  Agent '  and '  principal '  defined. 

175.  Who  may  be  a  prindpaL 

176.  Who  may  be  an  agent. 

177.  Agencv  created  without  consideration. 

178.  Agent's  authority  may  be  expressed  or  implied. 

179.  Definitions  of  expressed  and  implied  authority. 

180.  Extent  of  agent's  authority. 

181.  Agent's  auUiority  in  an  emergency. 

182.  Enforcement  and  consequences  of  agent's  oontrsets. 

183.  Principal  how  far  bound  when  agent  exceeds  authority. 

184.  When  excess  of  sgenfs  authority  is  not  leparabk. 

185.  '  Sub-agent '  defined. 

186.  When  agent  cannot  delegate. 

187.  Representation  of  principal  by  iab-agent  properif 

appointed. 
Agent's  responsibility  for  tab-agent. 
Sab-agent's  responsibility* 
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188.  Agent's  responsibility  for  sob-agent  appointecl  without 

aathority. 

189.  Relation  to  principal  of  person  named  by  agent  autho- 

rised  to  name  another  to  act  for  principal. 
100.  Agent's  duty  in  naming  such  person. 

191.  Agent's  duty  in  condocting  principal's  basinets. 

192.  Skill  and  diligence  required  from  agent. 

193.  Agent's  accounts. 

194.  Agent's  duty  to-eommuntcate  with  principal. 

195.  Agent  dealing  on  his  own  account  in  business  of  agency 

without  principal's  consent, 

196.  Agent  dealing  on  his  own  account  with  principnl  in 

business  of  agency,  not  entitled  to  remuneration. 
197    Principal's  right  to  benefit  gained  by  agent  dealing  on 
his  own  account  in  business  of  agency. 

198.  Agent's  right  of  retainer  out  of  sums  received  on  prin- 

cipal's account. 

199.  Agent's  duty  to  pay  sums  receired  for  principaL 

200.  When  agent's  remuneration  becomes  due. 

201.  Misconduct  disentitles  agent  to  remuneration. 

202.  Agent's  lien  on  principal's  goods  and  papers. 

Batiflcaiion. 

203.  Effect  of  ratification. 

204.  Ratification  may  be  expressed  or  implied. 

205.  Knowledge  requisite  to  yalid  ratification. 

206.  Effect  of  ratifying  unauthorised  act  fbrming  part  of 

a  transaction. 

207.  Ratification  of  unauthorised  act  cannot  injure  tiiird 

person. 

208.  Consequences  of  notice  given  to  agent 

209.  Agent  cannot  personally  enforce  nor  be  bound  by  con- 

tracts on  behalf  of  principaL 
Implication  of  agreement  to  contrary. 

210.  Performance  of  contract  with  agent  supposed  to  be 

principaL 
211'  Principal's  liability  where  agent  personally  liable. 

212.  Consequence  of  inducing  agent  or  principal  to  act  on 

belief  that  principal  or  agent  will  be  held  exdusively 
liable. 

213.  Liability  of  pretended  agent. 

214.  Person  falsely  contracting  as  agent,  not  entitled  to 

performance. 

215.  Liability  of  principal  inducing  belief  that  agent's  un- 

authorised acts  were  authorised. 

216.  Ship-master's  authority  to  sign  bill  of  lading. 

217.  Master's  liability  for  injuries  caused  by  his  servant 

218.  Employer's  responsibility  for  ii^uries  caused  to  third 

person  in  doing  lawful  act. 

219.  Responsibility  for  injuries  arising  from  non-perform- 

aoce  of  act  which  a  person  is  bound  to  do. 

220.  Compensation  for  injuries  caused  by  act  of  person 

employed  to  do  the  act 
Master's  liability  for  injury  to  ^ne  servant  by  miscon- 
duct, &c.,  of  another. 

221.  Compensation  to  agent  for  injury  caused  by  principal's 

neglect 

222.  Profit  resulting  from  agent's  fraud. 

223.  Agent's  responsibility  for  injuries  arising  from  neglect. 

224.  Agent's  responsibility  for  wrongful  acts. 

225.  Termination  of  agency. 

226.  Where  agency  is  coupled  with  an  interest 

227.  Revocation  of  agent's  authority. 

228.  Revocation  where  authority  has  been  partly  exercised. 


Sect. 

229.  Compensation  for  revocation  or  renunciation. 

230.  Notice  of  revocation  or  renunciation. 

231.  Revocation   and  renunciation  may  be  expressed  or 

implied. 

232.  When  termination  of  agent's  authority  takes  effect 

233.  Agent's  duty  on  termination  of  sgency  by  principals' 

death  or  insanity. 

234.  lerminstion  of  sub-agent's  authority. 


235. 

236. 

237. 

238. 
239. 

240. 
241. 

242. 

243. 
244. 
245. 
246. 

247. 
248. 

249. 
250. 
251. 
252. 

253. 
254. 
255. 
25C. 
257. 

258. 

259. 
260. 

261. 
262. 
263. 


Part  VIII, — Of  Partnbrship. 

'  Partnership '  defined. 

•Firm 'defined. 

Lender  not  a  partner  by  advancing  money  for  share  of 
profits. 

Property  left  in  busineu  by  retiring  partner  or  de- 
ceased partner's  representative. 

Contract  for  servant's  remuneration  by  share  of  profits. 

Annuity  out  of  profits  to  widow  or  child  of  deceased 
partner. 

Portion  of  profits  received  for  sale  of  good-wilL 

Responsibility  of  person  leading  another  to  believe  him 
a  partner. 

Liability  of  person  peroiitting  himself  to  be  repre- 
sented as  a  partner. 

Minor  partner. 

Liability  of  minor  partner  on  attaining  majority. 

Partner's  liability  for  debts  of  partnership. 

Partner's  liability  to  third  person  for  neglect  or  fraud 
of  co-partner. 

Partner  s  power  to  bind  co-partners. 

Annulment  of  agreement  defining  partners'  rights  and 
obligations. 

Genend  rule  determining  partners'  mutual  rdations. 

When  Court  may  dissolve  partnership. 

Dissolution  of  partnership  by  prohibition  of  business. 

Application  of  original  terms  to  partnership  continued 
under  them. 

General  duties  of  partners. 

Benefit  derived  from  transaction  affecting  partnerriiip. 

Profits  made  in  completing  business. 

Liability  of  incoming  partner. 

Non-revocation  of  continuing  guarantee  by  diange  in 
firm. 

Non-liability  of  deceased  partner's  estate  for  subse- 
quent obFigations. 

Payment  of  partnersliip-debts,  and  of  separate  debts. 

Continuance  of  partners'  rights  and  obligations  sfter 
dissolution. 

Notice  of  dissolution. 

WindingHip  by  Court  after  termination  of  partnership. 

Limited-liability  partnerships,  incorporated  partner- 
ships, and  joint-stock  companies. 

Schedule. 


ScheduUi, 

(1.)  Enactments  repealed. 
(2.)  Enactments  saved. 


asp- 


OS 


Digitized  by 


Google 


54 


PAPERS  RELATING  TO 


THE  INDIAN  CONTRACT  LAW,  1867, 


Pabt  I. — ^Pbeliminaby. 


Short  Title. 

Interpretation  Clanse. 

Number. 
Gender. 

"Perwra," 

'  Child." 

f*  Immoveable  pro- 
perty." 

"  Moveable  property.'' 
''British  India." 


Bepealof  Acts. 


1.  This  Act  may  be  called  the  "  Indian  Contract  Law,  1867." 

2.  In  this  Act — ^unless  there  be  something  repngnant  in  .the  subject  or  context: — 
Words  importing  the  singular  number  mcTude  the  plural,  words  importing  the 

plural  include  the  jsingidar,  and  words  importing  the  male  sex  include  females ; 

*'  Person  "  includes  any  Company  or  Association,  or  body  of  persons,  whether  in- 
corporated or  not ; 

^^  Child,"  in  the  case  of  anyone  whose  personal  law  permits  adoption,  includes  an 
adopted  child ; 

"  Immoveable  property  "  includes  land,  any  benefit  to  arise  out  of  land,  and  things 
attached  to  the  earth,  or  permanently  fastened  to  anything  attached  to  the  earth; 

"  Moveable  property "  means  property  of  every  description,  except  inamoveable 
property ; 

"  British  India  "  means  the  territories  which  are,  or  may  become,  vested  in  Her 
Majesty  or  her  successors  by  the  Statute  21  &  22  Vict,  c  lOiS  (an  Act  for  the  better 
government  of  India). 

3.  The  enactments  specified  in  the  first  Schedule  hereto  are  repealed,  but  nothing  herdn 
contained  shall  be  deemed  to  affect  the  enactments  specified  in  the  second  Schedule  hereto, 
nor  any  enactment  of  the  Governor  General  of  India  in  Council,  the  Lieutenant-Governor 
of  Bengal  in  Council,  the  Governor  of  Fort  St.  George  in  Council,  or  the  Governor  of 
Bombay  in  Council,  relating  to  the  emigration,  or  transport,  or  contracts  of  native 
labourers,  or  saving  the  members  of  municipal  committees  from  personal  liability. 

Pabt  II. — Or  Contbaot  in  Genebax. 

Contract  defined.  ^-  A  contract  is  an  agreement  between  parties  whereby  a  party  engages  to  do  a  thing 

or  engages  not  to  do  a  thing, 

A  contract  may  contain  several  engagements,  and  they  may  be  either  by  the  same 
party  or  by  different  parties. 

A  contract  may  be  expressied  or  implied,  or  partly  expressed  and  pardy  implied. 

A  contract,  or  part  of  a  contract,  may  be  expressed  either  oraUy  or  by  writmff. 

A  contract,  or  part  of  a  contract,  is  said  to  be  implied  when  it  is  to  be  inferred  from  the 
circumstances  of  the  case,  and  things  spoken  or  written,  or  the  ordinary  coarse  of  dealing, 
siay  be  accounted  circumstuices  of  the  case.  • 

Illustrations. 

(a.)  A.  orally  agrees  with  B.  to  buy' of  him,  at  a  certain  price,  600  maunds  of  rice.  '  This  is  a  contitct 
expressed  orally. 

(6.)  A.  ordera  of  B.»  by  writing,  500  maunds  of  rice  at  a  certain  price.  B.,  by  writing,  accepts  the  order. 
Thb  is  a  contract  expressed  by  writing. 

(a)  A,  orally  agrees  with  B.  to  buy  of  him  500  maunds  of  rice  at  a  price  to  be  fixed  afterwards.  The 
price  is  aftetwards  fixed  by  correspondence  between  A.  and  B.  This  is  a  contract  expressed  in  part  orally 
and  in  part  by  writing. 

(d,)  A.  orally  orders  B.,  a  tailor,  to  make  him  a  coat.  B.  accepts  the  order.  The  contract  thus  made 
contains  an  implied  engagement  by  B.  that  the  coat  to  be  made  for  A.  shall  be  of  suitable  materials,  and 
shall  fit  A. ;  and  an  implied  engagement  by  A.  that  he  will  accept  the  coat,  and  will  pay  for  it,  if  within  a 
reasonable  time  it  shall  be  so  made. 

(e,)  A.,  by  writing,  orders  of  B.  500  maunds  of  the  best  rice  lying  in  his  godowns.  B.  accepts  the  order. 
There  is  an  implied  engagement  on  A/s  part  to  pay  a  reasonable  price  for  the  rice. 

Who  may  contract  5,  Every  person  who  is  of  the  age  of  majority  according  to  the  law  to  which  he  is 

subject,  and  who  is  of  sound  mind,  may  enter  mto  a  contract. 

Explanation  1. — Persons  who  are  deaf,  or  dumb,  or  blind,  are  not  thereby  incapacitated 
for  entering  into  a  contract  if  they  are  able  to  know  what  they  do  by  it. 

Explanation  2. — One  who  is  ordinarily  insane  may  make  a  contract  during  an  interval 
in  which  he  is  of  sound  mind. 

Explanation  3. — No  person  can  enter  into  a  contract  while  he  is  in  such  a  state  of 
mind,  whether  arising  from  drunkenness,  or  from  illness,  or  from  any  other  cause,  that  he 
does  not  know  what  he  is  doing. 

Betraction  or  alter-  6.  A  proposal  to  enter  into  a  contract  may  be  retracted,  or  the  terms  of  it  altered  by 

atioD  of  proposaL  ^^  party  making  it,  at  any  time  before  it  is  accepted. 

Explanation. — A  proposal  is  said  to  be  accepted  when  an  expressed  acceptance  of  it 

has  been  communicated  to  the  proposer ;  or  when  a  letter  of  acceptance  is  posted,  or  a 

telegraphic  message  of  acceptance  is  delivered  at  a  proper  oflSce,  and  the  acceptance  by 

letter  or  telegram  is  not  cancelled  by  some  communication  which  reaches  the  proposer 

before  or  at  the  same  time  with  the  letter  or  telegram  of  acceptance,  or  when  acceptance 

is  to  be  inferred  from  the  circumstances  of  the  case. 
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IlhutraHm, 
A.  sends  goods  to  B.  for  sale  or  return.    B.  sells  the  goods  to  C.    B.  has  accepted  the  goods. 

7.  A  proposal  does  not  bind  the  partj  making  it,  unless  it  be  accepted  within  the  time  flS2J**°^*^'  ^'**" 
prescribed  lor  its  acceptance,  or,  if  no  tune  is  prescribed,  within  a  reasonable  time. 

8.  Any  engagement  wbich  a  contracting  party  has  been  induced  to  form  bv  deceit  or  erdoii,aadiindiie  in- 
coercion,  or  by  such  influence  as  impedes  or  interferes  with  the  freedom  of  hia  agency,  floenoe. 
rendeirs  the  contract  voidable  at  the  option  of  that  party. 

Explanation  1. — Deceit  may  be  practised  on  a  person,  not  only  by'  intentionally  in- 
ducing him  to  believe  what  is  not  true,  but  by  intentionally  concealing  truth  from 
him. 

Explanation  2. — In  order  to  enable  a  party  to  annul  a  contract  by  reason  of  deceit,  it 
must  appear,  where  a  false  representation  has  been  made,  that  he  relied  on  the  represent* 
ation ;  and  where  tiie  truth  has  been  concealed,  that  he  hsA  not  the  means  with  ordinary 
diligence  of  discovering  the  truth. 

UhutraHonB. 

(a.)  A.,  hitendlng  to  deoeive  B.,  ialsely  represents  that  500  maitnds  of  indigo  are  made  annually  at  A.'s 
factory,  and  thereby  induces  B.  to  buy  the  factory^    The  contract  is  voidable. 

(h,)  A.,  in  order  to  deceive  B.,  falsely  informs  him  that  600  maunds  of  indigo  dre  made  annually  at  A.'8 
&ctory.  B.y  not  relying  on  this  statement,  examines  the  accounts  of  the  factory,  which  show  that  only 
400  maunds  of  indigo  have  been  made.  After  this  B.  buys  the  faotory.  The  contract  is  not  voidable  on 
account  of  A.'s  mis-statement. 

(c.)  B.  having  discovered  a  seam  of  coal  on  A.'s  estate,  does  not  communicaie  that  circumstance  to  A., 
and  buys  the  estate  at  a  price  fixed  by  A.  in  ignorance  of  the  existence  of  the  coal.  The  sale  is  not^voidable 
on  account  of  B.'s  conduct. 

(d.)  B.  having  discovered  a  vein  of  ore  on  the  estate  of  A.,  adopts  means  to  conceal,  and  does  conceal 
from  A.,  the  existence  of  the  ore,  so  that  A.  cannot,  with  ordinary  diligence,  discern  its  existence. 
Through  A.'s  ignorance,  B,  is  enabled  to  buy  the  estate  at  an  undervalue.    The  sale  is  voidable. 

(e.)  A.  is  entitled  to  succeed  to  an  estate  at  the  death  of  B.  B.  dies.  C,  having  received  intelligence  of 
B.'s  death,  conceals  the  fact  from  A.,  and  induces  A.  to  sell  him  his  interest  in  the  estate.  The  sale  is 
voidable. 

(/.)  B.,  by  deceit,  induces  A.  to  enter  into  an  engagement  with  B.  for  the  benefit  of  C,  who  is  not  privy 
to  the  deceit.    The  engagement  is  voidable. 

(g,)  A.,  a  young  female  who  has  resided  during  her  minority  in  the  family  of  B.,  her  guardian,  continues 
to  reside  with  him  after  attaining  majority,  and  is  induced,  by  means  of  his  influence,  to  enter  into  a  con- 
tract with  him  which  is  disadvantageous  to  herself.    The  contract  is  voidable. 

9.  A  person  who,  either  knowingly  or  ignorantly,  makes  a  false  representation  whereby  ^^^  ^  ^^^^^^ 
he  induces  another  to  enter  into  a  contract  with  him,  is  bound  to  place  the  other  in  the  J^^t  '^^^  * 
same  position,  as  if  the  representation  had  been  true,  and  in  default  of  his  doing  so,  the 

contract  is  voidable  at  the  option  of  the  person  who  has  been  misled. 

Explanation. — ^Where  a  party's  consent  to  an  engagement  by  contract  has  been  given 
through  a  mistake  as  to  the  substance  of  the  thing  which  is  the  subject  of  the  engagement, 
and  the  mistake  was  occasioned,  however  innocently,  by  the  other  party,  this  has  the 
same  effect  as  a  false  representation. 

Illustrations. 

(a.)  A.  informs  B.  that  A.'s  estate  is  exempt  from  the  payment  of  revenue  to  the  Government ;  B.,  there- 
upon buys  the  estate.  It  turns  out  that  the  estate  is  not  exempt  from  the  payment  of  revenue,  and  that 
such  exumption  cannot  be  obtained.    The  sale  is  voidable. 

(b.)  A.  informs  B.  that  A.'s  estate  is  within  a  mile  of  the  town  of  R&mnagar ;  B.  thereupon  buys  the 
estate.    The  estate  is  found  to  be  two  miles  from  the  town.    The  sale  is  voidable. 

(c.)  A.  informs  B.  that  A.'s  estate  is  free  from  encumbrance.  B.  thereupon  buys  the  estate.  It  turna 
out  that  the  estate  is  subject  to  a  mortgage.  A.  must  redeem  the  mortgage  ;  or,  if  he  cannot  do  so,  the 
contract  is  voidable. 

(d.)  A  and  B.  are  partners  in  a  mercantile  business.    A.  is  the  managing  partner,  B  is  ignorant  of  the 

state  of  the  business.    A.  and  B.,  in  order  to  induce  C  to  become  a  partner  with  him,  show  him  a  statement 

of  the  affairs  of  the  partnership,  which  is  wrong  by  a  large  amount.    C,  relying  upon  the  statement,  joins 

the  firm,  and  for  several  years  does  not  discover  the  falsity  of  the  statement.    The  contract  of  partnership 

.  is  voidable  at  the  option  of  C. 

10.  Where  both  the  parties  to  an  engagement  by  contract  are  under  a  mistake  as  to  a  Mistake  of  &ct. 
matter  of  fact  essential  to  the  engagement,  the  engagement  is  void. 

Explanation. — An  erroneous  opintoo  as  to  the  value  of  the  thing  which  forms  the  sub- 
ject-matter of  the  contract,  is  not  to  be  considered  a  mistake  as  to  a  matter  of  fact 

lllustratums. 

(a.)  A.  agrees  to  sell  to  B.  a  cargo  of  goods,  sanposed  to  be  on  its  way  from  England  to  Bombay.  It 
tnms  out  that  before  the  day  of  the  bcurgain  the  snip  conveying  the  cargo  had  been  cast  away  and  the  goodi 
lost.    Neither  party  was  aware  of  these  facts.    The  contract  is  void. 

(b. )  A.  buys  of  i.  a  certain  horse.  It  turns  out  that  the  horse  was  dead  at  the  time  of  the  bargain,  though 
neither  party  was  aware  of  the  fact.    The  sale  is  void. 

(c.)  A.,  befaig  oititled  to  an  estate  far  the  life  of  B«,  agrees  to  sell  it  to  C.  B.  vras  dead  at  theUme  of  thsf 
contract,  but  both  parties  were  igiiorant  of  the  fact.    The  contract  is  void. 
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11.  The  validity  of  a  contract  is  not  affected  by  the  circumstance  that  a  party  was  at 
the  time  of  making  it  under  a  mistake  of  law. 

Explanation. — A  mistake  in  respect  of  a  law  not  in  force  in  British  India^  has  the  legal 
consequences  of  mistake  not  of  law  but  of  fact. 

lUustratiaru. 
A.  owes  to  B.  a  debt,  the  payment  of  which  at  a  fixed  time  is  guaranteed  by  C.    B.  contracts  with 
A.  to  give  time  to  A.,  C.  not  assentine  to  the  arrangement.    B.  is  not  aware,  at  the  time  of  entering  into 
this  contract,  that  its  legal  effect  will  be  to  discharge  C.  from  liability  under  his  guarantee.    B.  is  neYerth^ 
leas  bound  by  his  contract  to  give  time  to  A. 

12.  The  subject  of  every  contract  must  be  certain^  or  capable  of  being  made  certm. 

Ulustraiions. 

(a.)  A.  agrees  to  sell  to  B.  '<  100  tons  of  oil,"  the  kind  of  oil  not  being  specified  or  in  any  way  indicated. 
The  contract  is  void  for  uncertainty. 

(b,)  A.  agrees  to  sell  to  B.  100  tons  of  oil  of  a  specified  description,  known  as  an  article  of  commerce. 
There  is  no  uncertainty  here  to  prevent  the  contract  from  being  valid. 

(c.)  A.,  who  is  a  dealer  in  cocoanut  oil  only,  agrees  to  sell  to  B.  **  100  tons  of  oU.**  The  nature  of  A.'s 
trade  affords  an  indication  of  the  meaning  of  the  words,  and  A.  has  entered  into  a  contract  for  the  sale  of  10ft 
tons  of  cocoanut  oil. 

(d)  A.  agrees  to  mII  to  B.  **  all  the  grain  in  his  granary  at  R4mnagar."  There  is  no  uncertainty  here  to 
prevent  the  contract  from  being  valid. 

{«.)  A.  agrees  to  sell  to  B.  1,000  maunds  of  rice,  at  a  price  to  be  fixed  by  C.  The  subject  of  the  contract 
is  capable  of  being  made  certain,  and  there  is  no  uncertamty  here  to  prevent  the  contract  from  being  valid. 

13.  In  order  to  the  validity  of  an  engagement  by  contract  there  must  be  a  lawful  ob- 
ject and  a  good  consideration. 

First  Exception. — A  person  who  makes  a  promise,  whether  upon  good  consideration  or 
not,  is  bound  to  perform  it  if  the  promise  be  expressed  in  writing,  and  duly  registered, 
according  to  the  provisions  of  the  law,  for  the  time  being  in  force,  for  the  registration  of 
assurances,  unless  the  promise  is  unlawful,  or  is  based  on  an  unlawful  consideration. 

Second  Exception. — A  person  who  makes  an  express  promise,  without  good  considera- 
tion, is  bound  to  perform  it,  if  it  be  a  promise  to  compensate  wholly  or  in  part,  a  person 
who  has  already  voluntarily  done  something  which  the  person  who  makes  the  promise  was 
legally  compellable  to  do ;  or  if  it  be  a  promise  to  pay  wholly  or  in  part  a  debt  which 
the  creditor  is  legally  entitled  to  receive  irom  the  person  who  makes  the  promise,  but  of 
which,  by  reason  of  the  law  for  the  limitation  of  suits,  he  cannot  enforce  payment 

Explanation  1. — A  good  consideration  must  be  something  which,  at  the  desire  of  the 
person  entering  into  the  engagement,  another  person  has  done  or  abstained  from  doing, 
or  does  or  abstains  from  doing,  or  promises  to  do,  or  to  abstain  from  doing. 

Explanation  2. — A  good  consideration  must  be  lawfuL 

Explanation  3. — An  object,  a  consideration,  or  a  promise,  is  said  to  be  lawful  when  it 
is  not  contrary  to  law  or  to  morality. 

lUustratwne. 

(a.)  A.  engages  by  contract  with  B.  to  sell  his  house  to  B.  for  10,000  rupees.  Here  there  is  an  eagage- 
ment  by  A.  to  B.,  and  an  engagement  by  B.  to  A.,  and  these  engagements  are  valid,  there  being  in  each  case 
a  lawfid  object  and  a  good  consideration. 

(h,)  A  agrees  to  sell  his  house  at  R&mnagar  to  B.  for  10,000  rupees.  Here  the  promise  to  pay  the  sum 
of  10,000  rupees  is  the  consideration  for  A.'s  entering  into  the  contract;  and  the  promise  to  convey  the 
house  la  the  consideration  for  B.'s  entering  into  the  contract.    These  are  good  considerations. 

(c.)  A.  engages  to  pay  B.  1,000  rupees  at  the  end  of  six  months,  if  C,  who  owes  that  sum  to  B.,  fails  to 
pay  it.  B.  engages  to  grant  time  to  C.  accordingly.  Here  the  engagement  of  each  party  is  the  considention 
for  the  engagement  of  the  other  party  ;  and  they  are  good  considerations. 

(df.)  A.  engages,  for  a  certain  sum  paid  to  him  by  fi.,  to  make  good  to  B.  the  value  of  his  ship  if  it  shill 
perish  by  shipwreck  on  a  certain  voyage.  Here  A.'s  promise  is  the  consideration  for  B.'s  payment,  and  B*s 
payment  is  the  consideration  for  A.'s  promise ;  and  these  are  good  considerations. 

(e.)  A.  engages  to  maintain  B.'s  cnild,  and  B.  engages  to  pay  A.  1,000  rupees  yearly  for  the  purpose. 
Here  the  engagement  of  each  party  is  the  consideration  lor  the  engagement  of  the  other  party.  They  are 
good  considerations. 

(/. )  A.,  B.,  and  C.  enter  into  a  contract  for  the  division  among  them  of  gains  acquired,  or  to  be  acquired, 
by  them  by  fraud.    The  contract  is  void. 

(a.)  A.  undertakes  to  obtain  for  B.  an  employment  in  the  public  service,  and  B.  agrees  to  pay  1,000  ropeei 
to  A.    The  contract  is  void,  as  the  consideration  for  it  is  illegal. 

(h.)  A.,  being  agent  for  a  landed  proprietor,  agrees,  for  money,  without  the  knowledge  of  his  principal,  to 
obtain  for  B.  a  lease  of  land  belonging  to  his  principal.  The  contract  between  A.  and  B.  b  void,  bemg  con- 
trary to  A.'s  duty  as  agent. 

(t.)  A.  engages  with  B.  to  drop  a  prosecution  which  he  has  instituted  against  B.  for  robbery,  and  B.  ea* 
gagM  to  restore  the  value  of  the  things  taken.    The  contract  is  void. 

Jj.)  A.'s  estate  is  sold  for  arrears  of  revenue  under  the  pro  virions  of  an  Act  of  the  Lenalature,  by  whkk 
the  defaulter  is  prohibited  from  purchasing  the  estate.  B.  upon  an  understanding  with  A.,  becomes  the 
purchaser,  and  agrees  to  convey  the  estate  to  A.,  upon  receiving  from  him  the  price  which  B.  haa  paid.  B.'i 
engagement  is  void,  as  it  renders  the  transaction  in  efiPect  a  purchase  by  the  defaulter. 

Ik,)  A.  engages  to  superintend  on  behalf  of  B.  a  legal  manufacture  of  indigo  and  an  ill^l  tra£Sc  in  otlier 
articles.  B.  enters  into  an  engagement  to  pay  to  A.  a  salary  of  10,000  rupees  a  year.  B.'s  engagement  ii 
void— the  consideration  being  in  part  unlawful. 

(/.)  A.  voluntarily  pays  B.  a  sum  of  money  which  is  due  to  B.  from  C.  Afterwards  C.  promises  to  rdm- 
burse  A.    C.  is  bound  to  perform  the  promise. 

Contract  ^'^^j  tflect       ^^:  -^^  engagement  by  contract  may  be  made  to  take  effect  only  in  case  a  specified  an- 
on happajrin^  of  qpe-  certain  event  snail  happen.     The  event  may  be  the  performance  of  something  that 
diied  uBccrtiiii  sf«nt    constitutes  the  consideration,  or  part  of  the  consideration  for  the  engagement^  or  it  msy 
be  an  event  distinct  from  such  performance. 
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IlltutratUms. 

(a,)  A.  sells  goods  to  B.  for  a  fixed  price,  and  engages  to  deliver  them  to  him  on  receiving  payment  in 
full.  A.'s  engagement  to  deliver  the  goods  does  not  become  absolute  until  B.  pays,  or  tenders  to  him  the 
price. 

(b.)  A.  sells  goods  to  B.  for  a  fixed  price,  to  be  paid  by  instalments,  and  engages  to  deliver  them  to  him 
on  receiving  payment  of  the  first  instalment.  A.'s  engagement  to  deliver  the  goods  does  not  become  absolute 
until  B.  pays  or  tenders  to  him  the  first  instalment. 

(c.)  A.  enters  into  an  engagement  bv  contract  with  B.  to  buy  B.'s  house  for  10,000  rupees,  if  A.  shall 
survive  C    A.'s  engagement  does  not  oecome  absolute  until  C.  dies,  leaving  A.  surviving  him. 

(</.)  A-  enters  into  an  engagement  by  contract  with  B.  to  sell  a  horse  to  B.  at  a  specified  price,  in  case  C. 
to  whom  the  horse  has  been  offered,  shaJi  refuse  to  buy  it.  A.'s  engagement  does  not  become  absolute  until 
C.  refuses  to  buy  the  horse. 

15.  An  engagement  by  contract^  which  is  intended  to  take  effect  omly  in  case  a  specified  contract  takfaig  effect 
uncertain  event  shall  not  happen,  does  not  become  absolute  until  the  happening  of  that  only  when  specified 
event  becomes  impossible.  S?^^  *^*°*  ^^ 

16.  Where  an  engagement  by  contract  is  intended  to  take  effect  only  in  case  a  specified  Avoidance  of  engage- 
uncertain  event  shaU  happen  within  a  fixed  time,  and  the  time  expires  without  the  event  S^ton^^«i»^^ 
having  occurred,  the  eugagement  becomes  void.     Where  no  time  has  been  fixed  for  the  cified  nncertain  evraT 
happening  of  the  event,  the  engagement  becomes  void  as  soon  as  it  is  ascertained  that  the  "^^  b^pen. 
event  will  not  happen. 

Ultutrations, 

(a.)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  sum  of  money  if  a  certain  ship  shall  return 
within  a  year  from  the  time  of  the  contract.  The  year  elapses  without  the  ship  having  returned.  The  en- 
gagement becomes  void.  * 

(5.)  A.  enters  into  an  engagement  by  contract  to  paj^  B.  a  certain  sum  of  money,  if  C.  shall  leave  a  son 
surviving  him.    C.  dies,  not  leaving  a  son  surviving  him.    The  engagement  becomes  void. 

17.  Where  an  engagement  by  contract  is  intended  to  take  effect  in  case  a  specified  When  an  engagement 
event  shall  not  happen  within  a  fixed  time,  the  engagement  does  not  become  absolute  until  !°*«»<^  ^cifi'd  *^**^t 
the  time  has  expired  without  the  event  having  occurred,  or  until,  before  the  time  fixed,  it  SiSTnot 'happen^^be- 
is  ascertained  that  the  event  will  not  occur.     Where  no  time  has  been  fixed  the  engage-  comes  absolute. 
ment  becomes  absolute  as  soon  as  it  is  ascertained  that  the  event  will  not  happen. 

lUtutrcUians. 

(a)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  sum  of  money  if  a  certain  ship  shall 
not  return  within  a  year.  At  the  end  of  six  months  it  is  ascertained  that  the  ship  has  been  lost.  The  en- 
gagement has  become  absolute. 

^6.)  A.  enters  into  an  engagement  by  contract  to  pay  B.  a  sum  of  money  if  a  certifin  ship  shall  not  return. 
It  IS  ascertamed  that  the  ship  has  been  lost.    The  engagement  has  become  absolute. 

18.  Where  the  order  in  which  different  engagements  are  to  be  performed  is  not  ex-  2/^^.2^  performance 
pressly  fixed  by.  the  contract,  it  shall  be  that  order  which  the  nature  of  the  transaction  mcnUu  ''^  «»«•«•• 
requires. 

Ultutratums, 

(a.)  A.  enters  into  an  engagement  by  contract  to  build  a  house  for  B.  at  a  fixed  price.  B.  engages  to  pay 
the  price.    B.'s  engagement  does  not  become  absolute  until  A.  finishes  the  house. 

(6.)  A.,  a  tradesman,  enters  into  an  engagement  by  contract  to  make  over  his  stock  in  trade  to  B.  at  a 
fixed  price,  and  B.  engages  to  give  security  for  the  payment  of  tlie  money.  A.'s  engagement  does  not  be 
come  absolute  until  the  security  is  given  ;  for  the  essence  of  the  engagement  is,  that  A.  would  have  security 
before  he  delivers  up  his  stock. 

19.  Where  one  of  two  engagements  by  contract  has  been  entered  into  in  consideration  When  one  reciprocal 
of  the  other,  and  a  time  is  appointed  for  the  performance  of  one  of  them,  which  time  is  engagement  doet  not 
to  arrive  before  the  reciprocal  engagement  can  be  performed,  the  latter  does  not  become  perforaiance  o^^ther. 
absolute  until  the  former  has  been  performed. 

Ilitutrationa. 

(a.)  A.  contracts  with  B.  to  sell  to  him  at  a  specified  price  certain  merchandise  on  board  a  ship  which  can- 
not arrive  for  a  month,  and  B.  engages  to  pay  for  the  merchandise  within  a  week  from  the  date  of  the  con- 
tract.   A.'s  engagement  does  not  become  absolute  until  B.'s  engagement  has  been  fulfilled. 

{b,)  A.  contracts  with  B.  to  sell  him  100  bales  of  merchandise  to  be  delivered  next  day,  and  B.  engages  to  pay 
for  them  within  a  month .  B.'s  engagement  does  not  become  absolute  until  the  me  rchandise  has  been  delivered 
to  him. 

20.  The  parties  to  a  contract  are  bound  to  afford  to  each  other  all  reasonable  facilities  Parties  matoally  bound 
for  performmg  their  engagements.  **>  fcdUtat©  perfonn- 

21.  Where  an  engagement  by  contract  is  intended  to  take  effect  on  the  happening  of  LUbility  of  party  pro- 
an  event,  and  the  party  who  has  entered  into  the  engagement  prevents  the  happening  of  venting  event  on  which 
the  event,  he  becomes  liable  to  perform  the  engagement,  or  to  make  compensation  to  the  ^°^'  is  to  take 
other  party  for  any  loss  which  he  may  have  sustained  in  consequence  of  its  non-perfor-     ^ 

mance. 

Illtutration, 
A.  engages  to  pay  1,000  rupees  to  B  ,  provided  that  B.  shall  execute  certain  work  for  him;  and  B.  en- 
sages  to  execute  the  work.    B.  is  ready  and  willing  to  execute  the  work  accordingly,  but  A.  prevents 
him  from  doing  so.    A.'s  engagement  has  become  absolute. 

22.  When  a  person  having  entered  into  an  engagement  by  contract  with  another  fails  Liability  of  one  parw 
to  do  an  act  which  he  is  bound  by  law  to  do,  and  wmch  is  necessary  to  enable  the  other  '■^*"8  ^  ^^  *ct  which 
to  perform  his  part  of  the  contract,  the  party  who  has  failed  to  do  such  act  is  liable  to  wU'h^Tne^li^^ 
make  compensation  to  the  other  pwiy  for  any  loss  or  damage  which  he  may  have  sustained  enable  the  other  to 
in  consequence  of  the  non-performance  of  it.  perform. 


239.  H  lUustratioM, 
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lUuHtatiaiu, 

(a.)  A.  hires  B.'s  ship  to  take  in  and  conrey  from  Calcutta  to  the  Mauritius  a  «argo  to  be  provided  by  A^ 
B.  receiving  a  certain  freight  for  its  conveyance.  A.  docs  not  provide  any  cargo  for  the  ship.  A.  mut 
make  compensation  to  B.  for  his  failure. 

(5.)  A.  enters  into  an  eng^ment  by  contract  vrith  B.  to  execute  certain  builders'  work,  for  a  fixed 
price,^  B.  supplying  the  scaffolding  and  timber  neceasary  for  the  work.  B.  refuses  to  furnish  any  acafibldist 
or  timber,  and*  the  work  cannot  be  executed.  B.  is  bound  to  make  comp^isation  to  A.  for  any  loss  cvm 
to  him  by  the  non-executiou. 

When  time  is  cMential.      23.  When  there  are  mutual  engagementfl  by  contract,  and  one  of  them  is  an  entire 
and  indivisible  engagement  by  contract  for  the  doing  of  a  particular  thing  by  a  fixed  time, 
time  is  of  the  essence  of  the  contract,  and  unless  the  thing  be  done  at  the  stipulated  time 
the  reciprocal  engagement,  if  any,  does  not  become  absolute. 
Eflbctof  doittg  several       24.  Where  there  are  mutual  engagements  by  contract,  and  one  of  them  is  an  engag^ 
tt^Sr^^not  at  the  ^^^^  ^^^  ^^  doing  of  several  things  at  diflferent  times,  and  the  things  stipulated  are  done, 
specui  ^^^  ^^^  ^^  ^^^  times  specified,  this  irregularity  does  not  prevent  tne  reciprocal  engage- 

ment from  becoming  absolute,  but  the  person  who  entered  into  the  latter  engagement  is 
entitled  to  compensation  for  any  loss  which  he  may  have  sustained  in  consequence  of  the 
'  irregularity. 

Conditional   Contract 

lUlnre  to  fulfil  con-  25.  When  an  engagement  by  contract  is  conditional,  and  the  condition  fails  to  be  fal- 
ditions.  filled,  the  engagement  becomes  void. 

Jllustratwn 
A.  engages  to  pay  10,000  rupees  to  B.  if  he  will  marry  A.'s  daughter.     A 's  daughter  was  dead  at  tb 
date  of  the  engagement.    The  condition  cannot  be  fulfilled,  and  the  engagement  is  void. 

Contract  conditioned  to  be  terminated  or  varied  on  26.  An  engagement  by  contract  may  be  made  with  the  condition 
^^^^^;^^^>^  «•  ^o*  happening,  of  a  specified    superadded,  that  it  shall  be  terminated  or  varied  in  case  a  specified 

uncertain  event  shall  happen,  or  that  it  shall  be  terminated  or  yaried 
in  case  a  specified  uncertam  event  shall  not  happen. 

"When  such  conditions  27.  A  condition  of  the  kind  described  in  the  last  preceding  section  is  invalid  and  does 
are  intali  ^^^  affect  the   engagement  to  which  it  is  superaaded,    if  at  the  time   of  the  contract 

the  event  is  impossible,  or  if  it  is  repugnant  to  law  or  morality,  or  inconsistent  with  the 

main  purpose  of  the  contract. 

Ecsnlt  of  such  con-      28.  An  engagement  to  which  is  superadded  a  condition  of  the  kind  described  in  Section 
dUions     snbseq^tly  26  becomes  void  if  the  fulfilment  of  the  condition  is,  subsequently  to  the  contract,  ren- 
impMi^e.      ^      ^'  dered  unlawful,  or  is  made  impossible  by  some  unforeseen  event  which  the  person  who 
entered  into  the  engagement  could  not  prevent. 

Illustrations. 

(a  )  A.  engages  to  pay  B.  6,000  rupees,  provided  that  the  engagement  shall  be  void  if  A.  takes  in  wp 
for  B.  at  a  certain  port.  The  Government  afterwards  declares  war  against  the  country  in  which  the  portii 
situated,  so  that  A.  cannot  trade  there.    The  engagement  becomes  void. 

{b,^  A.,  a  singer,  who  has  undertaken  to  sing  at  B.'s  theatre,  engages  to  pay  B.  20,000  ropees,  provided 
that  nis  engagement  shall  be  void  if  A.  sings  at  B.'s  theatre  on  a  certain  number  of  nights  in  the  month  of 
June.  A.  before  June  loses  his  voice  through  illness.  The  engagement  to  pay  20,000  rupees  becomei 
void. 

Termhiation  or  van-  29.  Where  an  engagement  by  contract  is  made  with  a  condition  superadded,  that  it 
tSh  "ISSTsS^  ®^^  ^^  terminated  or  varied  unless  a  certain  person  shall  perform  a  specified  act,  but  no 
qnent  that  it  shaU  be  time  is  specified  for  the  performance  of  the  act;  if  such  person  takes  any  step  which 
termhiated  or  varied  renders  impossible  or  indefinitely  postpones  the  performance  of  the  act  required,  the  en- 
^r^m  Tsp^edart   gag^ment  shall  be  terminated  or  varied  as  if  such  person  had  died  without  performing  the  act 

Discharge  of  altma-       30.  If  a  condition  of  the  kind  described  in  Section  26  consists  in  doing  one  or  the  other 

one  of  ^two  Jiws  ^^  *^^  things,  and  one  of  them  is  unlawful  or  impossible,  tbe  condition  can  only  be  ftl- 

is  unUwfol  or  hnpos-  filled  by  doing  the  other. 

"*»^  Ubistratum. 

A.  engages  by  contract  to  pay  B.  a  fixed  sum,  provided  that  if  A.  delivers  to  B.  on  a  certain  fntore^J 
either  20  maunds  of  the  finest  rice,  or  a  certain  quantity  of  opium  to  be  obtained  contrary  to  law,  tbt  <b- 
gageroent  shall  be  void.  The  condition  cannot  be  fulfilled  otherwise  than  by  the  delivery  of  ^  mauods  oc 
the  finest  rice. 

^^*7o*^anM?wMdJ  3''  -^  person  who  fails  to  do  an  act  which  he  has  engaged  by  contract  to  do,  shall  make 
^has  engi^^to  do.     compensation  to  the  person  in  whose  favour  the  act  was  to  be  done. 

Exception. — A  man  incurs  no  liability  through  the  non-performance  of  an  act  which  he 
has  engaged  by  contract  to  do,  where,  since  the  date  of  the  contract,  the  performance  of 
the  act  has  been  rendered  unlawful,  or  has  been  made  impossible  by  some  event,  rfwWch 
he  did  not,  expressly,  or  by  implication,  take  upon  himself  the  risk, 

IlhutraticiMm 

(a.)  A.  enga^  so  deliver  to  B.  at  a  certain  price,  at  a  specified  time  and  place,  a  cargo  of  mercbsa^ 
then  at  sea  in  his  ship.  The  ship  is  afterwards  lost  at  sea,  with  all  its  cargo.  A.  is  liabla  to  makecomptt* 
sation  to  B.  for  the  non-performance  of  his  engagement. 

{h)  A,  freighted  B.'sship  to  proceed  to  the  Island  of  Ichaboe,  and  there  to  take  in  a  cargo  of  gii«QO,to 
be  supplied  by  A.,  and  to  convey  it  to  a  certain  port.  The  guano  at  Ichaboe  was  entirely  ezhansted  beivn 
the  ship  arrived,  and  it  was  impossible  for  A«  to  supply  a  cargo*  A*  must  make  oompenBttion  to  B*  for  w 
non-performance  of  his  engagement. 
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(c.)  A.,  the  owner  of  a  music  hall,  agrees  to  let  B.  have  the  use  of  it  for  four  days  in  June  for  the  pur- 
pose of  giving  concerts  In  it ;  B.  to  pay  ],000  rupees  a  day.  On  the  30th  of  May  the  hall  is  accidentally 
destroyed  by  fire  without  the  fault  of  either  party.  Neither  party  is  bound  to  make  compensation  for  the 
non-performance  of  the  act  which  he  engaged  by  the  contract  to  do. 

(d.)  A.,  a  painter,  enters  into  an  engagement  to  paint  a  picture  for  B.  A.  becomes  blind.  A.  is  not 
liable  to  make  compensation  to  B.  for  net  painting  the  picture. 

(«.)  A.  engagfrs  to  take  in  cargo  at  a  certain  port.  The  Government  afterwards  declares  war  against  the 
country  in  which  the  port  is  situated,  so  that  A.  cannot  trade  the^.  He  is  not  bound  to  make  compensa- 
tion for  failure  to  take  in  cargo  at  the  specified  port.  * 

Ruk  of  Construction. 

32.  For  the  purpose  of  determining  questions  as  to  the  meaning  of  a  contract,  a  Court  Interpretation  of  con- 
must  inquire  into  every  material   fact  relating  to  the  situation  of  the  parties  to,  or  the  *'*^' 
subject-matter  of  such  contract,  and  into  every  fact  a  knowledge  of  which  may  conduce 

to  the  right  application  of  the  words  which  the  contracting  parties  have  used. 

Performance  of  Contract,  ^ 

33.  An  engagement  by  contract  must  be  performed  by  the  person  who  has  entered  into  Person  by  whom  oon- 
it,  unless  its  nature  be  such  that  it  can  be  properly  performed  by  another,  in  which  case  f^^^  ^        ^^" 
he  may  employ  a  competent  person  to  perform  it ;  or  if  he  dies  before  performance,  his 
representatives  may  perform  it,  or  employ  a  competent  person  to  do  so. 

IIUutraHons. 

(a.)  A.  engages  to  pay  B.  a  sum  of  money.  He  may  perform  this  engagement,  either  by  personally  pay- 
ing the  money  to  B.,  or  by  causing  it  to  be  paid  to  B.  by  another ;  and  if  A.  dies  the  time  appointed  for 
payment,  his  representatives  may  perform  the  engagement. 

\hJ)  A.  engages  to  paint  a  picture  for  B.  This  engagement  cannot  be  perfoinned  except  by  A.'s  painting 
the  picture  lymself. 

34.  Where  a  person  who  is  entitled  to  claim  from  another  the  performance  of  an  en-  Effect  of  accepting 
gagement  accepts  such  performance  from  a  third  person,  he  cannot  afterwards  enforce  it  ^^  perewa.  ^™  * 
against  the  person  who  entered  into  the  engagement 

35.  A  person  who  is  entitled  to  claim  performance  of  an  engagement  may  dispense  Dispensation  with,  or 
with  or  remit  such  performance  wholly  or  in  part,  or  may  extend  the  time  for  it,  or  may  "^"j^*"*^^  ^  tirf'ctT^ 
accept  instead  of  it  any  satisfaction  which  he  thinks  fit.  Suea  c5;peiformanw? 

IlluUrations. 

{a.)  A.  engages  to  paint  a  picture  for  B.  B.  afterwards  expressly  forbids  him  to  do  so.  A.  is  no  longer 
bound  to  perform  the  engagement. 

(5.)  A.  owes  B.  5,000  rupees.  By  agreement  A.  pays  to  B.  and  B.  accepts,  in  satisfkction  of  the  wliole 
debt,  2,000  rupees  paid  at  the  time  and  place  at  which  the  5,000  rupees  were  payable.  The  whole  debt 
is  discharged. 

(e.)  A.  owes  B.  5,000  rupees.  0.  pays  to  B.  1,000  rupees,  and  B.  accepts  them,  in  satisfaction  of  hb 
olaim  on  A.    This  payment  is  a  discharge  of  the  whole  claim. 

{dJ)  A.  owes  B.,  under  a  contract,  a  sum  of  money,  the  amount  of  which  has  not  been  ascertained.  A. 
without  ascertaining  the  amonnt,  gives  to  B.,  and  B.,  In  satisfaction  thereof,  accepts  the  sum  of  2,000  rupees 
This  is  a  discharge  of  the  whole  debt,  whatever  may  be  its  amount. 

(«.)  A.  owes  B.  2,000  rupees,  and  is  also  indebted  to  other  creditors.  A.  makes  an  arrangement  with 
his  creditors,  including  B.,  to  pay  them  a  composition  of  8  annas  in  the  rupee  upon  their  respective  de- 
mands.   Payment  to  B.  of  1,000  rupees  is  a  discharge  of  B's  demand. 

36.  If  a  person  who  is  entitled  to  claim  the  performance  of  an  engagement  by  contract  Acceptance  of  new 
accepts  a  new  and  distinct  contract  by  way  of  substitution  for  the  existing  one,  the  original  ^2!^  ^  sobstl- 
cngagement  is  no  longer  in  force.  *"*"*" 

lUiutratUms, 

(a,)  A.  owes  money  to  B.  under  a  contract.  It  is  agreed  between  A ,  B.,  and  C.  that  B.  shall  thence- 
forth accept  C.  as  his  debtor  instead  of  A.  The  old  debt  of  A.  to  B.  is  at  an  end,  and  a  new  debt  from  C  to 
B.  has  been  contracted. 

(6.)  A.  owes  B  10,000  rupees.  A.  enters  into  an  arrangement  with  B.  and  gives  him  a  mortgage  of  A.'s 
estate  for  5,000  ru)>ees  in  place  of  the  debt  of  10,000  rupees.    This  is  a  new  contract. 

(c.)  A.  and  B.  have  mercantile  transactions  with  each  other,  and  A.  thereby  becomes  indebted  to  B.  in 
the  sum  of  10,000  rnpees,  for  which  B.  holds  no  security.  Afterwards  A.  executes  a  bond  in  favour  of  B. 
to  secure  the  pa3'ment  of  the  sum  due  to  him.  The  execution  of  this  boad  does  not  constitute  a  new  and 
distinct  contract. 

(d.)  A.  owes  B.  1,000  rupees  under  a  contract;  B,  owes  C.  1,000  rupees.  B.  orders  A.  to  pay  1,000 
rupees  to  C.  C.  does  not  assent  to  the  arrangement,  B.  still  owes  C.  1,000  rupees,  and  no  new  contract 
has  been  entered  into. 

THme  and  Place  for  Performance. 


tation. 


37.  Where  by  the  contract  a  person  is  to  perform  his  engagement  without  application  Time  for  performance 
by  the  person  with  whom  he  made  the  engagement,  and  no  time  for  performance  is  specified,  ®^  J^^u*^*  eclfi^ 
the  engagement  must  be  performed  within  a  reasonable  time.  and  no  a^iiSSon 

^  Explanation. — The  question  what  is  a  reasonable  time  is  in  each  particular  case  a  ques-  to  be  made, 
tion  of  fact 

38.  When  an  engagement  is  to  be  performed  on  a  certain  day,  and  the  person  entering  Yvol^  ^^  performance 
into  the  engagement  has  undertaken  to  perform  it  without  application,  he  has  the  whole  of  of  engagement  where 
that  day  to  perform  the  engagement  in  ;  subject  to  this  qualification,  that  the  person  who  no  time  ia  •pecified, 
is  to  receive  performance  is  not  bound  to  receive  it  before  or  after  the  usual  hours  of  JJ  made.*^^  ******  ^^ 
business,  or  at  any  other  place  than  that  at  which  the  engagement  oo^t  to  be  performed. 

239.  H  2  lUustratioH. 
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Ilbutratian, 

A.  engages  to  deliver  goods  at  B/s  wareliouse  on  the  Ist  January.  On  that  day  A.  brings  the  goodi  to 
B.'s  warehouse,  but  after  the  usual  hour  for  closing  it,  and  they  are  not  received.  A.  has  not  p'erfomied  bit 
engagement. 

Application   for  per-  ^   39   When  the  engagement  is  to  be  performed  on  a  certcun  day,  and  the  person  entering 
tiiM*°?  iLe  ^'°^'  ^^^  ^^^  engagement  has  not  undertaken  to  perform  it  without  application,  it  is  the  dnty 
""^  ^     *  of  the  person*  in  whose  favour  the  engagement  is  made  to  apply  for  performance  at  s 

proper  time  and  place. 

Explanation. — The  question  what  is  a  proper  time  and  place  is  in  each  particular  case 
a  question  of  fact. 

Place  for  performtnce      40.  Where  an  engagement  is  to  be  performed  without  application,  and  no  place  is  fixed 
no  ^a^u^on  to  ^  ^^^  ^^  performance  of  it,  the  person  bound  by  the  engagement  must  perform  it  at  any 
made  and   no  place  reasonable  place  which  the  person  with  whom  the  engagement  was  made  may  appomt 
fixed. 

Illustration, 

A*  undertakes  to  pay  B.  1,000  rupees  on  a  fixed  day.  A.  must  apply  to  B.  to  appoint  a  reasonable  place 
for  the  purpose  of  receiving  it,  and  must  pay  it  to  him  at  such  place. 

Performance  b  manner      41.  The  performance  is  valid  if  made  in  any  manner  or  at  any  time  which  the  person 
san^ionwi^?^^^  ^  entitled  to  claim  performance  may  have  prescribed,  or  may  have  subsequently  sanctioned. 
.  entitled  to  claim  it. 

HUutraiions, 

(a.)  B.  owes  A.  2,000  rupees.  A.  desires  B.  to  pay  the  amount  to  B.'s  account  with  C,  a  banker.  B.,  who 
also  banks  with  C ,  orders  the  amount  to  be  trar.srerred  from  his  account  to  A.'s  credit,  and  this  is  done  b/  d 
AfterwardH,  and  before  A.  knows  of  this,  C.  fails.    This  is  a  good  pajrment  by  B. 

{b,)  A.  and  B.  are  mutually  indebted.  A.  and  B.  settle  an  account  by  setting  off  one  item  against  another, 
and  B.  pays  A.  the  balance  found  to  be  due  from  him  upon  such  settlement.   This  amounts  to  a  payment  ^ 

A.  and  b.  respectively  of  the  sums  which  they  owed  to  each  other. 

(c.)  A,  owes  B.  2,000  rupees.  A.  and  B.  agree  that  B.  shall  receive  some  of  A's  goods  in  reduction  of 
the  debt.    ITie  delivery  of  the  goods  operates  as  a  part  payment. 

{d,)  A.  owes  B.  2,000  rupees.  A.  gives  to  B.,  and  B.  accepts  a  cheque  for  that  amoont  drawn  bjA. 
This  operates  as  payment,  provided  the  cheque  be  duly  paid. 

(tf.)  A.  desires  B.,  who  owes  him  a  sum  of  money,  to  remit  the^amount  of  his  debt  by  post.  The  debtii 
dbchaiged  as  soon  as  B.  puts  into  the  post  a  letter  containing  the  money,  duly  addressed  to  A. 

Appropriation  of  Payments, 

"Where  there  are  seve-      42.  Where  a  man  owing  several  distinct  debts  to  one  person,  makes  a  payment  to  Mm 
^  debtT'  ^hich'  *°^  either  with  express  intimation,  or  under  circumstances  implying  that  the  payment  is  to  be 
ment*is  to  be  appuS^  applied  to  some  particular  debt,  the  payment,  if  accepted,  must  be  appliea  accordingly, 
is  indicated. 

Illustratims, 

(a.)  A.  owes  B.  (among  other  debts)  1,000  rupees  upon  a  promissory  note,  which  falls  due  on  the  1st 
June.  He  owes  B.  no  other  debt  of  that  amount.  On  the  Ist  June  A.  pays  to  B.  1^000  rupees.  The  pa/- 
ment  b  to  be  applied  to  the  discharge  of  the  promissory  note. 

(6.)  A.  owes  to  B.  (among  other  debts)  the  sum  of  667  rupees.  B.  writes  to  A.  and  demands  payment  of 
this  sum.    A.  sends  to  B.  667  rupees.    This  payment  is  to  be  applied  to  the  discharge  of  the  debt  of  whicli 

B.  had  demanded  payment. 

Where  there  are  several  ^^*  Where  the  debtor  has  Omitted  to  intimate,  and  there  are  no  other  circumstances 

dittiDct  debts,  and  the  indicating,  to  which  debt  the  payment  is  to  be  applied,  the  creditor  is  at  liberty  to  applj 

"^bt  to  which  payment  j^  ^^  ^jg  discretion  to  any  lawful  debt  actually  due  and  payable  to  him  from  tike  payer,  on 

to  beapphed  is  not      .   . ^_  ^, ^x.  L .-xU! i 1.1^  j^^Jf  ^  ^ 


debt 


indicatcd*^^  "**'  givii^g  notice  thereof  to  the  payer  within  a  reasonable  time. 

Where   neither  party      44.  Where  neither  party  makes  any  appropriation,  the  payment  shall  be  applied  in 
any  appropri-  (Jigcharge  of  the  debts  in  order  of  time.    It  they  are  of  equal  standing,  the  payment  shall 
be  apphed  in  discharge  of  each  proportionately. 


makes 
atioa. 


Offer  of  Performance. 

Effect  of  refusal  to  43*  Where  a  person  who  has  come  under  an  engagement  to  another  has  made  him  an 

accept  offer  of  per-       offer  of  performance,  and  the  offer  has  not  been  accepted,  the  person  who  has  made  snch 
formanoe.  ^£pgj.  jg  ^^^  responsible  for  non-performance  so  caused,  nor  does  he  thereby  lose  Lis  title 

to  claim  performance  of  any  reciprocal  engagement. 

Rcquifitcs  to  valid  46.  In  Order  to  constitute  a  valid  offer  of  performance,  the  following  rules  must  be 

offer  of  performance,      observed  :  — 

1. — The  offer  must  be  made  at  a  proper  time  and  place,  and  under  such  fircnm- 
stances  that  the  person  to  whom  it  is  made  may  have  a  reasonable  opportunity  of 
ascertidning  whether  the  tiling  tendered  really  is  what  it  purports  to  be. 

2. — The  offer  must  be  a  tender  of  the  whole  thing  which  the  other  party  to  the 
engagement  is  entitled  to  demand. 

3. — It  must  be  unconditional. 

4. — An  offer  to  one  of  several  joint  creditors  has  the  same  legal  consequenccB  tf  «■ 

offer  to  aU  of  them. 

Exphauai''^ 
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Explanation. — ^Where  the  performance  of  an  engagement  would  involve  the  production 
of  a  certain  things  it  is  not  necessary  to  the  validity  of  a  tender  that  the  thing  should 
actually  be  produced,  if  the  person  entitled  to  claim  performance  does  not  require  that  it 
should  be  produced. 

Joint  Liabilities  and  Rights. 

47.  When  two  persons  have  jointly  come  under  an  engagement  by  contract  to  a  third  Devolation  of  joint 
person,  then,  unless  a  contrary  intention  appears  by  the  contract,  the  liability  to  perform  UtbiUties. 

the  engaffement  rests,  as  between  them  ancl  him,  on  those  two  persons  during  their  joint 
lives,  and  after  the  death  of  either,  on  his  representative  jointly  with  the  survivor,  and 
after  the  death  of  the  survivor,  on  the  representatives  of  bofli  jointly. 

48.  As  between  themselves,  persons  who  have  jointly  come  under  an  engagement  are  Liability  of  penoni 
bound,  unless  a  contrary  intention  appears  by  the  contract,  to  bear  the  burden  of  its  per-  jointly  bound, 
formance  equally ;  and  if  one  of  them  is  unable  to  bear  his  share  of  the  burden,  the  others 

must  make  up  the  deficiency  by  equal  contributions. 

Explanation, — This  rule  is  not  to  prevent  a  surety  from  recovering  his  disbursements 
from  the  principal,  or  to  entitle  the  principal  to  recover  anything  from  the  surety. 

Illustrations. 

(a.)  A.,  B.,  and  C.  are  under  a  joint  engagement  to  pay  D.  the  aum  of  3,000  rupees.  A.  is  insolvent,  but 
his  assets  are  sufficient  to  pay  one-half  of  his  debts.  A.*s  estate  pays  500  rupees.  B.  and  C.  must  pay 
1,250  rupees  each. 

(b.^  A.,  B.,  and  C,  are  under  a  joint  engagement  to  pay  D.  3,000  rupees,  A.  and  B.  being  in  fact  only 
sureties  for  C.  C.  is  unable  to  pay  anything,  and  A.  pays  the  whole.  A.  is  entitled  to  receive  1,500  rupees 
from  B, 

(c.^  A.,  B.,  and  C.  are  under  a  joint  engagement  to  pay  D.  3,000  rupees,  A.  and  B.  being  in  fact  only 
sureties  for  C.  C.  b  unable  to  pay ;  A.  and  B.  are  compelled  to  pay  the  whole  sum.  They  are  entitled  to 
recover  it  from  C. 

49.  Where  two  persons  have  jointly  come  under  an  engagement  by  contract  to  a  third  Release  of  one  joint 
person,  a  release  of- one  of  them  by  such  third  person  does  not  discharge  the  other;  contractor, 
neither  does  it  free  that  one  from  responsibility  to  tne  other. 

60.  When  a  person  has  come  under  an  engagement  by  contract  to  two  other  persons  Devolution  of  joint 
jointly,  then,  unless  a  contrarv  intention  appears  by  the  contract,  the  right  to  claim  per-  rights, 
formance  rests  (as  between  him  and  them)  with  them  during  their  joint  lives,  and  after 
the  death  of  either,  with  his  representative  jointly  with  the  survivor,  and  after  the  death 
of  the  survivor,  with  the  representatives  of  Doth  jointly. 

Illustrations, 

A.,  in  consideration  of  5,000  rupees  lent  to  him  by  B.  and  C,  enters  into  an  engagement  by  contract  with 
B.  and  C.  to  repay  them  that  sum  with  interest  on  a  day  specified.  B.  dies.  The  right  to  claim  perform- 
ance rests  with  B.'s  representative  jointly  with  C.  during  C.'s  life,  and  after  the  death  of  C«  with  the  repre- 
sentatives of  B.  and  C.  jointly. 

Power  to  terminate  Contract 

51.  When  a  party  to  a  contract  has  refused  to  perform,  or  disabled  himself  from  per-  Power  to  terminate 
forming,  his  engagement  in  its  entirety,  the  party  who  has  entered  into  the  reciprocal  contract  on  wftnal  of 
engagement  may  put  an  end  to  the  contract,  provided  he  has  not  signified,  expressly  or  party  to  perform  it 
impliedly,  that  he  acquiesced  in  its  continuance.  w  o  7. 

lUustraHons. 

(a.)  A.,  a  singer,  enters  into  an  engagement  with  B.,  the  manager  of  a  theatre,  to  sing  at  his  theatre  two 
nights  in  every  week  during  the  next  two  months,  and  B.  engages  to  pay  her  100  rupees  for  each  night's 
performance.  On  the  sixth  night  the  singer  wilfully  absents  herself  from  ttfe  theatre.  B.  is  at  liberty  to 
put  an  end  to  the  contract. 

{b.)  A.,  a  singer,  enters  into  an  engagement  with  B.,  the  manager  of  a  theatre,  to  sing  at  his  theatre  two 
nighte  in  everv  week  during  the  next  two  months  ;  and  B.  engages  to  pay  her  at  the  rate  of  100  rupees  for 
each  night.  &n  the  sixth  night  the  singer  wilfully  absents  herself.  With  the  assent  of  B.  she  sings  on  the 
seventh  night  B.  has  signified  his  acquiescence  in  the  continuance  of  the  contract,  and  cannot  now  put  an 
end  to  it,  but  is  entitled  to  compensation  for  the  damage  sustained  by  him  through  her  failure. 

Compensation. 

52.  A  person  who  rightfully  puts  an  end  to  an  engagement  is  entitled  to  compensation  Party  rightfiiiiy  termi- 
for  any  damage  he  has  sustained.  nating  contract,  entiUed 

to  compensation. 

53.  When  a  contract  has  been  broken,  if  a  sum  is  named  in  the  contract  itself  as  the  Payment  of  lam  sped* 
amount  to  be  paid  in  case  of  such  breach,  the  amount  so  named  shall  be  paid  accordingly  ;  ^?^ f^  ^^^  ^  <*•* 
but  if  no  sum  has  been  named  in  the  contract  itself,  the  party  who  suffers  by  such  breach  ^    ^^^^'^ 

is  entitled  to  receive  from  the  partv  who  has  broken  the  contract,  compensation  for  loss  or 

damj^e  caused  to  him  thereby.     ^Provided  that  it  has  naturally  arisen  in  the  usual  course  Payment  of  oompen- 

of  things  from  such  breach,  or  that  it  was  in  the  knowledge  of  the  parties  at  the  time  they  saUon. 

made  the  contract,  that  such  loss  or  damage  would  probably  result  from  the  breach  of  it. 

Such  compensation  is  not  to  be  given  for  any  remote  and  indirect  loss  or  damage  sus- 
tcuned  by  reason  of  the  breach. 

239.  n  3  Explanations. 
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Explanation. — ^In  eslimatiDg  the  loss,  the  means  which  existed  of  remedying  the  incon- 
Tenience  caused  by  the  non-performance  of  the  engagement,  must  be  taken  into  account 

Illustrations, 

(a.)  A.  enters  into  an  engagement  by  contract,  that  in  case  he  fails  to  pay  B.  500  rupees  on  a  certain  day, 
he  shall  immediately  become  liable  to  nay  him  1,000  rupees.  A.  fails  tO  pay  B.  500  rupees  on  the  day 
named.    A.  has  become  liable  to  pay  B.  1,000  rupees. 

E(b^  A.  enters  into  an  engagement  by  contract,  that  if  he  practises  as  a  surgeon  in  the  town  of  Z.,  he  shall 
ay  B.  5,000  rupees.  A.  commits  a  breach  of  the  engagement.  The  sum  of  5,000  rupees  is  actually  payable 
y  A.  to  B. 

(c.)  A.  agrees  to  sell  and  deliver  50  maunds  of  saltpetre  to  B.  at  a  eei-tain  price,  to  be  paid  on  delireiy.  A. 
breaks  his  engagement.  B.  is  entitled  to  receive  from  A.,  by  way  of  compensation,  the  sum,  if  any,  by 
which  the  contract  price  falls  short  of  the  price  for  which  B.  might  have  obtained  50  maunds  of  saltpetre  of 
like  quality  at  the  time  when  the  saltpetre  ought  to  have  been  delivered. 

(d,)  A.  hires  B.'s  ship  to  go  to  Bombay,  and  there  take  on  board  on  the  1st  of  January  a  cargo  (which  A. 
is  to  provide)  and  to  bring  it  to  Calcutta;  the  freight  to  be  paid  when  earned.  B.'a  ship  does  not  go  to 
Bombay,  but  A.  has  opportunities  of  procuring  suitable  conveyance  for  the  cargo  upon  termsasadvantageoTia 
as  those  on  which  he  had  chai-tered  the  ship.  A.  avails  himself  of  those  opportunities,  but  is  pot  to  trouble 
and  expense  in  doing  so.  A.  is  entitled  to  receive  compensation  from  B.  in  respect  of  such  trouble  and 
expense.    • 

\e,)  A.  agrees  to  sell  and  deliver  to  B.  on  the  1st  of  January,  at  a  stated  price,  a  certain  quantity  of  cotton, 
to  he  paid  for  on  delivery.  Afterwards,  on  the  1st  December,  A.  announces  to  B.  that  he  does  not  intend  to 
perform  his  engagement,  and  on  the  Ist  of  January  he  delivers  no  cotton  to  B.  B.  is  entitled  to  receire 
from  A.,  by  way  of  compensation,  the  excess,  if  any,  of  price  of  the  like  quantity  of  cotton  on  the  1st  of 
January  over  the  contract  price. 

{/.)  A.  agfees  to  sell  and  deliver  to  B.  on  the  Ist  of  January  a  certain  quantity  of  sugar,  for  which  B. 
pays  him  in  advance.  Afterwards,  on  the  Ist  of  December,  A.  informs  B.  that  he  does  not  intend  todeli?er 
the  sugar,  and  on  the  1st  of  January  he  does  not  deliver  it.  B.  is  entitled  to  receive  from  A.  the  money 
paid,  together  with  cuiTent  mercantile  interest,  and  also,  by  way  of  compensation,  the  excess,  if  any,  of  the 
sum  for  which  the  sugar  could  have  been  procured  by  him  on  the  1st  of  January,  over  the  sum  paid  in 
advance. 

(ff,)  A.  agrees  to  buy  of  B.,  at  a  stated  price,  50  maunds  of  rice,  no  time  being  fixed  for  delivery.  A. 
afterwards  intimates  to  B.  that  he  will  not  accept  the  rice  if  tendered  to  him.  B.  is  entitled  to  receive  from 
A.,  by  way  of  compensation,  the  amount,  if  any,  by  which  the  contract  price  exceeds  that  which  B.  could 
have  obtained  for  the  rice  at  the  time  of  the  refusal. 

(A.)  A.  agrees  to  buy  B.'sship  for  60,000  rupees,  but  breaks  his  engagement.  A.  must  pay  to  B.,by  way 
of  compensation,  the  excess,  if  any,  of  the  contract  prke  over  the  price  which  B.  can  obtain  for  the  sliip  at 
the  time  of  the  breach  of  engagement. 

(f.)  A.  agrees  to  buy  of  B.,  at  a  stated  price,  100  bales  of  jute,  to  be  delivered  on  the  1st  of  Janaary. 
Afterwarda,  on  the  15th  of  December,  A.  gives  notice  to  B.  that  he  will  not  accept  the  jute ;  on  the  lit 
January  the  jute  is  tendered  to  A.,  who  refuses  to  accept  it.  A.  must  pay  to  B.,  by  wa;^  of  comoensation, 
the  excess,  if  any,  of  the  contract  price  over  the  sum  which  B.  could  obtain  for  the  jute  on  the  Ist  of 
January. 

(j,)  A.,  the  owner  of  a  boat,  enters  into  an  engagement  by  contract  with  B.  to  take  a  cai^  of  jute  to 
Mirzanore,  for  sale  at  that  place,  starting  on  a  specified  day.  The  boat  does  not  start  at  the  time  appointed, 
whereby  the  arrival  of  the  cargo  at  Mirzapore  is  delayed  beyond  the  time  when  it  would  have  arrived  if  Uie 
boat  had  sailed  according  to  the  contract.     After  that  date,  and  before  the  arrival  of  the  cargo,  the  price  of 

Jute  falls.  The  me{>eure  of  the  compensation  payable  to  B.  by  A.,  is  the  difference  between  the  price  which 
).  could  have  obtained  for  the  cargo  at  Mirzapore  at  the  time  when  it  would  liave  arrived  if  forwarded  in 
-due  course,  and  its  market  price  at  the  time  when  it  actually  arrived. 

(k.)  A.  engages  to  repair  B.'s  house  in  a  certain  manner,  and  receives  payment  in  advance.  A.  repairs  the 
house,  but  not  according  to  contract.  B.  is  entitled  to  recover  from  A.  the  cost  of  making  the  repairs  con- 
form to  the  engagement. 

(/.)  A.  agrees  to  let  his  ship  to  B.  for  a  year  from  the  1st  of  January  next  for  a  certain  price.  Freights 
rise,  and  on  the  1st  of  January  the  hire  obtainable  for  the  ship  is  higher  than  the  contract  price.  A.  breaks 
his  engagement.  He  must  pay  to  B.,  by  way  of  compensation,  a  sum  equal  to  the  difference  between  the 
contract  pricf  and  the  hire  which  could  be  obtained  for  the  use  of  the  ship  on  the  Ist  of  January. 

(m.)  A.  engaged  to  supply  B-  with  a  certain  quantity  of  iron  at  a  fixed  price,  being  a  higher  price  than 
that  for  which  A.  could  procure  and  deliver  the  iron.  B.  wrongfully  refused  to  receive  the  iron.  B.  must 
pay  to  A.,  by  way  of  compensation,  the  difierence  between  the  contract  price  of  the  iron  and  the  sum  for 
which  A.  could  have  obtained  and  delivered  it. 

(n.)  A.  delivei-sto  B.,  a  common  carrier,  a  machine,  to  be  conveyed,  without  delay,  to  A.'s  mill,  inform- 
ing B.  that  hb  mill  is  stopped  for  want  of  the  machine.  B.  unreasonably  delays  the  delivery  of  the  machine, 
and  A.  in  consequence  loses  a  profita!)le  contract  with  the  Government.  A.  is  entitled  to  receive  from  B.,  by 
way  of  compensation,  the  average  amount  of  profit  which  would  have  been  made  by  the  use  of  such  machine 
during  the  time  that  delivery  of  it  Wiis  delayed,  but  not  to  the  loss  sustained  by  not  obtaining  the  Govern- 
ment contract. 

(o.)  A.  having  entered  into  an  engagement  with  B.  to  supply  B.  with  1,000  tons  of  iVon  at  100  rupeesa 
ton,  to  be  delivered  at  a  stated  time,  enters  into  an  agreement  with  C.  for  the  purchase  of  a  certain  quantity 
of  iron  at  80  rupees  a  ton,  telling  C.  that  he  does  so  for  the  purpose  of  performing  his  engagement  with  d. 
C.  fails  to  fulfil  his  engagement  with  A.,  who  cannot  procure  other  iron,  and,  in  consequence,  fails  to  fulfil 
his  engagement  with  B.  C.  must  pay  to  A.  20,000  rupees,  being  the  profit  which  A.  would  have  made  by 
the  performance  of  his  engagement. 

(/?.)  A.  entered  into  an  engagement  with  B.  to  make  and  deliver  to  B.  by  a  fixed  day,  for  a  specified  price, 
a  certain  piece  of  machineiy.  A.  did  not  deliver  the  piece  of  machinery  at  the  time  specified,  and  in  conse- 
quence of  this  B.  was  obliged  to  procure  another,  at  a  higher  price  than  that  which  he  was  to  have  paid  to 
A.,  and  was  prevented  from  fulfilling  an  engagement  unaer  which  he  lay  to  a  third  person  at  the  time  of  bis 
contract  witn  A.  (but  which  had  not  been  then  communicated  to  A.),  and  was  compelled  to  make  com- 
pensation for  breach  of  his  engagement.  A.  must  pay  to  B.,  by  way  of  compensation,  the  difference 
Detween  the  contract  price  of  the  niece  of  machinery  and  the  sum  paid  by  B.  for  another,  but  not  the 
sum  paid  by  A.  to  the  third  person  oy  way  of  compensation. 

(«7.)  A.,  a  builder,  undertakes  to  erect  and  finish  a  house  by  the  1st  of  January,  in  order  that  B.  may 
give  possession  of  it  at  that  time  to  C,  to  whom  B.  has  agreed  to  let  it.  A.  is  informed  of  the  agree- 
ment between  B.  and  C.  A.  builds  the  house  so  badly  that  before  the  1st  of  January  it  fells  dowa, 
and  has  to  be  rebuilt  by  B.,  who  in  consequence  loses  the  rent  which  he  was  to  have  received  from  C, 
and  is  obliged  to  make  compensation  to  C.  for  the  breach  of  his  engagement.  A.  must  make  compensation 
to  B.  for  the  cost  of  re-building  the  house,  for  the  rent  lost,  and  for  the  compensation  made. 

(r.)  A.  sells  certain  merchandise  to  B.,  warranting  it  to  be  of  a  particular  quality,  and  B.,  in  reliance 
upon  this  warranty,  sells  it  to  C.  with  a  similar  warranty.    The  warranties  are  broken,  and  B.  beoooMS 
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liable  to  pay  C.  a  sum  of  money  by  way  of  compensation.  B.  is  entitled  to  be  reimbaned  this  sum 
by  A. 

(«.)  A.  engages  to  supply  B.  with  a  threshing  machine  on  the  15th  of  August;  he  is  aware  at  the 
time  of  entering  into  the  engagement  that  B  is  in  the  habit  of  threshing  out  his  wheat  in  the  field,  and 
.sending  it  off  at  once  to  market.  A.  did  not  supply  the  machine  on  the  15th  of  August,  but  assured  B. 
from  day  to  day  that  it  would  be  delivered  shortly,  tie  delivered  the  machine  on  the  11th  of  September. 
In  consequence  of  the  non-delivery  of  the  machine,  it  became  necessary  for  A.  to  carry  the  wheat  home 
and  stack  it ;  it  was  injured  by  exposure  to  the  weather',  and  had  to  be  dried  at  a  great  expense ;  its  quality 
was  mueh  deteriorated,  and  before  it  could  he  sold  the  market  price  of  wheat  had  fallen.  A.,  in  consequence 
of  these  events,  is  unable  to  pay  a  judgment  debt  to  C,  who  seizes  and  sells  his  property  in  execution.  A. 
must  make  compensation  to  B.  in  respect  of  the  expenses  of  carrying,  stacking,  and  drying  the  wheat,  and 
in  respect  of  its  deterioration  in  quality  ;  but  not  in  respect  of  the  loss  sustained  by  B.  through  the  fall  in 
the  market  price  of  wheat,  nor  in  respect  of  the  seizure  of  his  property. 

(/.)  A.  has  entered  into  an  engagement  by  contract  to  pay  a  sum  of  money  to  B.  on  a  day  specified.  A. 
does  not  pay  the  money  on  the  day  appointed.  B.,  in  consequence  of  not  receiving  the  money  on  that  day, 
IB  unable  to  pav  his  debts,  and  is  totally  ruined.  A.  is  not  liable  to  make  good  to  B.  anything  except  the 
principal  sum  he  contracted  to  pay,  together  with  interest  up  to  the  day  of  payment. 

(tf.)  A.  engaged  to  deliver  50  maunds  of  saltpetre  to  B.  on  the  1st  of  January  at  a  certain  price.  B.  after- 
wards, before  the  1st  of  January,  a^ed  to  sell  the  saltpetre  to  C.  M  a  priee  higher  than  the  market  price 
of  the  1st  of  January.  A.  broke  his  engagement.  In  estimating  the  compensation  payable  by  A.  to  B. 
the  market  price  of  the  1st  of  January,  and  not  the  profit  which  would  have  arisen  to  B.  from  the  sale  to  C, 
is  to  be  taken  into  account.  ' 

(v.)  A.  engaged  to  sell  and  deliver  500  bales  of  cotton  to  B.  on  a  fixed  day.  A.  broke  his  engagement, 
and  B.  lAving  no  cotton,  was  obliged  to  close  hia  milL  A.  is  not  responsible  to  B.  for  the  loss  caused  to  B. 
by  the  closing  of  his  mill. 

{to.)  A.  agreed  to  sell  and  deliver  to  B.  on  the  1st  of  January  certain  cloth  which  B.  intended  to  manu- 
facture into  caps  of  a  particular  kind,  for  which  there  was  no  demand  except  at  that  season.  The  cloth  was 
not  delivered  till  long  after  the  appointed  time,  and  too  late  to  be  used  that  year  in  making  caps.  A.  is  en- 
titled to  receive  from  B.,  by  way  of  compensation,  the  difference  between  the  contract  price  of  the  cloth  and 
its  market  price  at  the  time  of  delivery,  but  not  the  profits  which  he  expected  to  obtain  by  making  caps,  nor 
the  expenses  which  he  has  been  put  to  in  making  preparation  for  the  manufacture. 

(x. )  A.,  a  ship-owner,  agreed  with  B.  to  convey  him  from  Calcutta  to  Sydney  in  A.'s  ship,  sailing  on  the 
Ist  of  January  ;  and  B,  paid  to  A.  by  way  of  deposit  one-half  of  his  passage  money.  The  ship  did  not  sail 
on  the  1st  of  January,  and  B.,  after  being  in  consequence  detained  in  Calcutta  for  some  time,  and  thereby 
put  to  some  expense,  proceeded  to  Sydney  in  another  vessel,  and  in  consequence,  arriving  too  late  in  Sydney, 
lost  a  sum  of  money.  A.  is  liable  to  repay  to  B.  his  deposit  with  interest,  and  the  expense  to  which  he  was 
put  by  his  detention  in  Calcutta,  but  not  the  sum  of  money  which  he  lost  by  arriving  in  Sydney  too  late. 

Part  III.— On  certain  Obligations  resembling  those  created  by 

Contract. 

54.  Where  a  person  has,  either  by  words  spoken  or  written,  or  by  his  conduct,  led  ^^^^  ^f  ^^  person 
another  to  believe  that  a  certain  state  of  things  exists  which  does  not  really  exist,  with  intentionally  leading 
the  intention  that  the  other  shall  act  upon  such  belief  in  a  transaction  between  them,  and  "mother  to  believe  in 
the  other  accordingly  acts  upon  such  belief;  the  person  who  has  caused  such  belief  ia  tiii^*^jS^ttw"Jai^ 
bound  to  place  the  other  in  the  same  position  as  if  such  a  state  of  things  had  existed,  or,  acts  on  such  belief. 

in  default,  to  make  compensation  to  the  other  in  respect  of  any  loss  or  damage  which 
he  has  incurred  by  acting  upon  such  belief. 

55.  A  person  who,  by  a  false  representation,  induces  another  to  enter  into  a  contract  Effect  of  one  person, 
with  a  third  party,  is  bound  to  make  good  the  representation  if  he  knew  it  to  be  false,  or  by  a  fiOse  representa- 
if,  in  the  due  discharge  of  his  duty,  he  ought  to  have  known  it  to  be  so.  to  wnta!S^*?thw[ 

party. 
Illustrations, 

(a,)  A.  is  trustee  for  B.  of  certain  property.  B.  creates  a  charge  upon  the  trust  property,  of  which  notice 
is  given  to  A.  B.  afterwards  enters  into  treaty  with  0.  for  the  sale  of  the  property.  C.  asks  A.  whether  the 
property  is  incumbered  or  not.  A.  not  remembering  the  notice,  replies  in  the  negative,  and  C.  thereupon 
buys  the  property.    A.  as  well  as  B.  b  responsible  for  the  dischaige  of  the  incumbrance. 

(6.)  A.  conveys  his  property  to  B.,  upon  a  secret  trust  for  A.'s  benefit  and  permits  B.  to  appear  as  the  owner 
of  it.  B.  alienates  the  property  to  a  person  who  is  not  aware  of  the  trust.  A.  cannot  dispute  the 
alienation. 

(c.)  A.  being  applied  to  by  B.  for  merchandise  upon  credit,  asks  C.  whether  B.  is  in  good  circumstances. 
C,  knowing  B.  to  oe  deeply  in  debt,  with  the  intention  of  inducing  A.  to  comply  with  B.'s  wishes,  replies 
that  B.  is  in  good  circumstances.  In  consequence  of  this  reply,  A.  lets  B.  have  the  merchandise  on  credit, 
B.  becomes  insolvent  before  the  time  for  payment  arrives.  C.  is  liable  to  make  good  to  A.  the  value  of  the 
merchandise. 

(d.)  C,  without  any  particular  knowledge  of  B.'s  means,  speaks  of  him  in  the  presence  of  A.  as  a  person 
in  good  circumstances.  A.  in  consequence  lets  B.  have  merchandise  on  credit.  B.  becomes  insolvent.  CL 
is  not  liable  to  make  good  to  A.  the  value  of  the  merchandise. 


56.  If  one  person  makes  a  deliberate  statement  as  to  his  own  future  conduct  to  another,  Repreientation  as  ta 
with  the  intent  that  it  should  be  acted  upon,  and  the  other  acts  upon  the  faith  of  such  ^^^t^^re  conduct 
assurance,  the  person  who  made  the  statement  must  m^e  it  good. 

Illustration, 

A.  holding  a  decree  against  B.,  and  knowing  that  B.  is  desirous  to  be  married  to  C,  assures  the  father 
of  C.  that  he  will  never  enforce  the  execution  of  the  decree  against  B.  C.'s  father,  relying  on  this  assur- 
ance, permits  the  marriage  to  take  place.    A.  is  not  entitled  to  enforce  the  execution  of  the  decree. 

57.  If  a  person  incapable  of  entering  into  a  contract,  or  any  one  whom  he  is  legally  Supply  of  necessaries 
bound  to  support,  is  supplied  by  another  person  with  necessaries  suited  to  his  condition  in  ^^JSS^^^^^^  ^ 
life,  the  person  who  has  famished  such  supplies  is  entitled  to  be  reimbursed  from  the  pro-  ^^^^^ 

perty  of  such  incapable  person. 

239.  H  4  lUustrationi. 
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64  PAPERS  RELATING  TO 

Illuitratums. 

(a,)  A.  sopplies  R,  a  minor,  with  necessaries  suitable  to  his  condition  in  life.  A.  is  entitled  to  bt ». 
imbuTsed  from  B/s  property. 

(h.)  A.  supplies  the  wife  and  children  of  B.,  a  Innatio,  with  necessaries  suitable  to  their  condition  in  li^ 
A.  is  entitled  to  be  reimbursed  from  B.'s  property. 

Rehnbnnenient  of  per-       58.  A  person  who  is  interested  in  the  payment  of  money  which  another  is  bound  bylaw 
son  paying  what  an-  to  pay,  and  who  therefore  pays  it,  is  entitled  to  be  reimbursed  by  the  other, 
other  is  boand  to  pay* 

Illustration, 

A.  holds  some  land  in  Bengal  as  zamindar.  B.  holds  the  land  on  a  lease  granted  by  A  The  rerenae 
payable  by  A.  to  the  Government  being  in  arrear,  his  land  is  advertised  for  sale  by  the  GoTerament. 
Under  the  revenue  law,  the  consequence  of  such  sale  will  be  the  annulment  of  B.'s  lease.  B.,  to  prevent 
the  sale  and  the  consequent  annulment  of  his  own  lease,  pays  to  the  Government  the  sum  due  ^m  A. 
A.  is  bound  to  make  good  to  B.  the  amount  so  paid. 

Eflfect  of  no&.«ratni«       ^^'  Where  a  person  lawfully  does  anything  for  another  person,  or  delivers  anything  to 
tons  act  of  which  a  him,  not  intending  to  do  so  gratuitously,   and  the  other  enjoys  the  benefit  thereof,  the 
penoQ  enjoys  the  bene-  latter  is  bound  to  restore  or  to  make  compensation  to  the  former  in  respect  of  the  thiiigao 
^  done  or  delivered. 

This  rule  shall  apply,  notwitlistanding  that  there  shall  have  been  a  larger  contract 
between  the  parties,  which  has  been  put  an  end  to  by  reason  of  a  breach  thereof. 

Illustraiums. 

(a.)  A.,  a  tradesman,  leaves  goods  at  B.'s  house  by  mistake.  B.  treats  the  goods  as  his  own.  He  is 
bound  to  pay  A.  for  them. 

{b.)  A.  contracts  with  B.  to  deliver  to  him  250  maunds  of  rice  before  the  1st  of  May.  A.  delivers  130 
maunds  only  before  that  day  and  none  after.  B.  retains  the  130  maunds  after  the  1st  ot  May.  He  it 
bound  to  pay  A.  for  them. 

(c.)  A.,  a  singer,  enters  into  an  engagement  with  B.,  the  manager  of  a  theatre,  to  sing  at  his  theatre  for 
two  nights  in  every  week  during  the  next  two  months,  and  B.  engages  to  pay  her  100  rupees  for  each  night'i 
performance ;  on  the  sixth  night  the  singer  wilfully  absents  herself  from  the  theatre,  and  B.  in  conseqiience 
puts  an  end  to  the  engagement.    B.  must  pay  A.  for  the  five  nights  on  which  she  had  sung. 

Responsibility  of  finder  ^^'  -^  person  who  finds  ^oods  belon^ng  to  another^  and  takes  them  into  his  custody,  is 
of  goods.  subject  to  the  same  responsibility  as  a  bailee. 

Liability  of  person  to       61.  A  person  to  whom  money  has  been  paid  by  mistake  or  under  coercion  is  liable  to 

whom  money  is  paid    repay  it. 

by  mistake  or  coercion.       ^  -^  ,  Illustration. 

A.  and  B.  jointly  owe  100  rupees  to  C.  A.  alone  pays  the  amount  to  C,  and  B.,  not  knowing  this  fact, 
pays  100  rupees  over  again  to  C.    C.  is  bound  to  repay  the  amount  to  B. 

Part  IV.— Sale  of  Goods. 

^  Goods  defined.  62.  In  the  following  chapter  the  word  "goods"  is  used  to  denote  every  kind  of 

moveable  property. 

^  Sale  "defined.  63.  Sale  is  the  exchange  of  anything  which  is  property  for  a  price.     It  involves  the 

transference  of  the  ownership  of  the  thing  sold  from  the  seller  to  the  buyer. 

Sale  how  effected.  64.  Sale  is  effected  by  offer  and  acceptance  of  ascertained  goods  for  a  price,  or  of  a 

price  for  ascertained  goods,  together  with  payment  of  the  price  or  delivery  of  the  goods, 
or  with  tender,  part  payment,  earnest,  or  part  delivery,  or  with  an  agreement,  express  or 
implied,  that  the  payment,  or  delivery,  or  both,  shall  be  postponed. 

Ulustrations* 

(a.)  B.  offers  to  buv  A.'s  horse  for  500  rupees.  A.  accepts  the  offer,  and  tells  B.  to  take  away  the  hone. 
The  horse  has  been  sold  to  B. 

(h.)  A.  sends  goods  to  B.,  with  the  request  that  he  will  buy  them  at  a  stated  price  if  he  approves  of  them, 
or  return  them  if  he  does  not  approve  of  them.  B.  retains  the  goods,  and  informs  A.  that  he  approves  of 
them.    The  goods  have  been  sold  to  B. 

(c)  B.  offers  A.  for  his  horse  1,000  rupees,  the  horse  to  be  delivered  to  B.  on  a  stated  day,  and  the  price  to 
be  paid  on  another  stated  day.  A.  accepts  the  offer.  The  horse  has  been  sold  to  B.  by  offer  and  acceptance 
with  an  agreement  to  postpone  delivery  and  payment. 

{d.)  B.  offers  A.  for  his  horse  1,000  rupees,  on  a  month's  credit.  A.  accepts  the  offer.  The  horae  has  been 
sold  to  B.  by  offer  and  acceptance  with  an  agreement  to  postpone  the  payment. 

(e.)  B.,  on  the  1st  January  1863,  ofl^ers  to  A.  for  a  quantity  of  rice  2,000  rupees,  to  be  paid  on  the 
1st  March  following,  the  rice  not  to  be  taken  away  till  paid  for.  A.  accepts  the  offer.  The  rice  has  been 
sold  to  B. 

Effect  of  sireement  for  65.  By  an  agreement  for  the  sale  of  a  thing  which  has  yet  to  be  ascertained,  made,  or 
mtttaedL^'^li^  ^  finished,  no  ownership  of  any  portion  of  that  thing  passes  to  the  buyer  until  it  is  ascer- 
finiahed.  ^  tained,  made,  or  finished. 

lUustratian* 

B.  orders  A.,  a  barge-bnilder,  to  make  him  a  barge.  The  price  is  not  made  payable  by  instalmenti. 
While  the  barge  is  building,  B.  pays  to  A.  money  from  time  to  time  on  account  of  the  price.  The  ownership 
of  the  barge  does  not  pass  to  B.  until  it  is  finishecl. 

Sale  of  goods  wWch      66.  Where  by  an  agreement  for  the  sale  of  goods  the  seller  is  to  do  anything  to  them 
'  iutTlXhiAKyaU  f^^  *^®  purpose  of  puttmg  them  into  a  state  in  which  the  >)uyer  is  to  take  them,  the  sale 
to  take  ibcm.  is  not  complete  imtil  such  thing  has  been  done. 

lUushraikMS. 
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6.5 


Salft  of  goods  when  sel- 
ler has  to  do  anything 
thereto  in  order  to  as- 
certain price. 


IHtutrcUions. 

(a.)  A.,  a  ship-builder,  agrees  to  sell  to  B.  for  a  slated  price,  a  vessel  which  is  lying  in  A.'s  yard  ;  the 
vessel  to  be  rigged  and  fitted  for  a  voyage,  and  the  price  to  be  paid  on  delivery.  Under  the  agreement  a  sale 
Ib  not  effected  until  the  vessel  has  been  rigged,  fitted  up,  and  delivered. 

(b.)  A.  contracts  to  build  a  ship  for  B.  for  a  price,  payable  by  instalments  dependent  on  the  progress  of 
the  building  of  the  ship,  and  the  ship  is  to  be  built  under  B.'s  superintendence.  The  ownership  of  the 
materials  incorporated  with  the  ship  passes  to  B.  at  the  time  of  incorporation,  as  this  was  intended  by  the 
parties,  but  the  materials  lying  in  A.'s  yard,  though  suited  and  intended  for  the  ship,  do  not  pass  to  B.  until 
they  are  actually  incorporated  with  the  ship. 

67.  Where  anything  remains  to  be  done  to  the  goods  by  the  seller  for  the  purpose  of 
ascertaining  the  amount  of  the  price,  the  sale  is  not  complete  until  this  has  been  done. 

lUustraiions, 

(a.)  A.,  owner  of  a  stack  of  bark,  agrees  to  sell  it  to  B.  at  100  rupees  per  ton ;  B.  agrees  to  take  and  pay 
for  it  on  a  certain  day.  Part  is  weighed  and  delivered  to  B. ;  the  ownership  of  the  residue  is  not  transferred 
to  B.  until  it  has  been  weighed  pursuant  to  the  contract. 

(b,^  A.  agrees  to  sell  a  heap  of  clay  to  B.  at  a  certain  price  per  ton  ;  B.  is  by  the  agreement  to  load  the 
clay  m  his  own  carts,  and  to  weigh  each  load  at  a  certain  weighing  machine  which  his  carts  must  pass  over 
on  their  way  from  A.'8  ground  to  B.'s  place  of  deposit.  Here  nothing  more  remains  to  be  done  by  the  seller, 
the  sale  is  complete,  and  the  owner^ip  of  the  heap  of  clay  is  transferred  at  once. 

68.  Where  the  goods  are  not  ascertained  at  the  time  of  making  the  a^eement  for  sale 
it  is  necessary  to  t&e  completion  of  the  sale  that  the  goods  shall  be  ascertained. 

lUustrathn. 

A.  agrees  to  sell  to  B.  20  tons  of  oil  in  A.'s  cisterns.  A.*8  cisterns  contain  more  than  20  tons  of  oiL  B. 
has  not  acquired  the  ownership  of  any  portion  of  the  oil. 

69.  Where  the  goods  are  not  ascertained  at  the  time  of  making  the  agreement  for  sale,  AfcerUinmcnt  of  goods 
but  goods  answering  the  description  in  the  agreement  are  subsequently  appropriated  by  pj^^^'*""*  appro- 
one  party  for  the  purpose  of  the  agreement,  and  that  appropriation  is  assented  to  by  the 

other,  the  goods  have  been  ascertained,  and  the  sale  is  complete. 

IHustratian, 

A.  having  a  Quantity  of  sugar  in  bulk,  more  than  sufficient  to  fill  30  hogsheads,  agrees  to  sell  B.  20  hogs- 
heads of  it.  After  the  agreement,  A.  fills  20  hogsheads  with  the  sugar,  and  gives  notice  to  B.  that  tne 
hop^heads  are  ready,  and  requires  him  to  take  them  away.  B.  says  he  will  take  them  as  soon  as  he  can.  By 
this  appropriation  by  A.  and  assent  by  B.,  the  ownership  passes  to  B. 


Sale  when  goods  are 
nnascertained  at  date 
of  agreement. 


Aaoertainment  of  goods 
hj  teller's  selection. 


Agreement  for  sale  of 
immoveable  and  move- 
able property  com- 
bined. 


Sale  of  several  lots  by 
aoction. 


70.  Where  the  goods  are  not  ascertained  at  the  time  of  making  the  agreement  for  sale, 
and  by  the  terms  of  the  agreement  the  seller  is  to  do  an  act  with  reference  to  the  goods 
which  cannot  be  done  untu  they  are  appropriated  to  the  buyer,  the  seller  has  a  rignt  to 
select  any  goods  answering  to  the  agreement,  and  by  his  doing  so  the  goods  are  ascer- 
tained. 

Ilhuiratian^ 

B.  agrees  with  A.  to  purchase  of  him  at  a  stated  price,  to  be  paid  on  a  fixed  day,  50  maunds  of  rice  out 
of  a  larger  quantity  in  A.'s  granary.  It  is  agreed  that  B.  shall  send  sacks  for  the  nee,  and  that  A.  shall  put 
the  rice  into  them.  B.  does  so,  and  A.  puts  50  maunds  of  rice  into  the  sacks.  The  goods  have  been 
ascertained. 

71.^  Where  an  agreement  is  made  for  the  sale  of  immoveable  and  moveable  property 
combined,  the  ownership  of  the  moveable  property  does  not  pass  before  the  transference 
of  the  immoveable  property. 

lUustrathn. 

A.  agrees  with  B.  for  the  sale  of  a  house  and  furniture.  The  ownership  of  the  fumitnre  does  not  pass  to 
B.  until  the  house  is  conveyed  to  B. 

72.  Where  goods  are  sold  by  auction,  there  is  a  distinct  and  separate  sale  of  the  goods 
in  each  lot,  by  which  the  ownership  thereof  is  transferred  as  each  lot  is  knocked  down. 

73.  A  buyer  to  whom  the  ownership  of  the  goods  sold  has  passed,  is  liable  to  bear  any  Bayer's  risk, 
loss  arising  from  the  destruction  or  injury  of  the  goods. 

Illustration, 

B.  offers  and  A.  accepts  100  rupees  for  a  stack  of  fire-wood  standing  on  A.'s  premises,  the  fire-wood  to  be 
allowed  to  remain  on  A.'s  premises  till  a  certain  day,  and  not  to  be  taken  away  till  paid  for.  Before  pay- 
ment, and  while  the  fire-wood  is  on  A.'s  premises,  it  b  accidentally  destroyed  by  fire.    B.  must  bear  the  loss. 

74.  A  valid  agreement  for  the  sale  of  goods  may  be  made  either  by  word  or  mouth  or  Agreement  for  sale 
by  writing.  may  be  oral  or  written. 

^   75.  The  ownership  of  goods  may  be  acquired  by  buyinc  them  from  any  pnerson  who  is  Acquisition  of  owner- 

m  possession  of  them :  provided  that  the  buyer  acts  in  good  faith,  and  under  circumstances  ibip  of  goods  by  pur- 

which  are  not  such  as  to  raise  a  reasonable  presumption  that  the  person  in  possession  has  ^**^  ^^  ^^  l*^^ 

no  right  to  seU  them.  ^  r  r  r  .essor. 

lUuttratians. 

(a.)  A.  steals  a  cow  fipom  B.  and  sells  it  at  a  cattle-market  to  C,  a  purchaser,  in  good  feith.  A.  is  afterwards 
convicted  of  the  theft.    B.  cannot  recover  the  cow  from  C. 

(b.)  A.,  a  person  whose  rank  and  occupation  are  not  such  as  to  account  for  his  having  plate  in  his  possession, 
!l!llLl^*^:^  Pj*^  to  B.  without  giving  a  satisfactory  explanation  of  the  manner  in  which  he  had  become 
j^ossessed  of  it.  The  plate  had,  in  tact,  been  stolen  from  C. ;  C,  on  proof  of  the  theft,  can  recover  the  plate 
zjrom  Jd.  * 

(c.)  A.,  aoommarcial  agent,  to  whom  goods  have  been  consigned,  with  instructions  not  to  sell  them  without 
239.  I  reforenoe 
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A  qaitition  by  pur- 
chase from  possessor 
of  documentary  title. 


Transfer  of  ownership 
of  goods  agreed  to  be 
sold  while  non-ez- 
istent. 


Contract  to  sell  and 
deliver  at  a  futnre  day 
goods  not  in  seller's 
possession  at  date  of 
contract.    , 


Determination  of  un- 
fixed price. 


Dettvery  how  made. 


reference  to  the  consignor,  sells  them  to  B.,  who  has  no  ground  for  a  reasonable  presumption  that  A.  has  no 
right  to  sell  them.    The  consignor  cannot  disturb  the  sale. 

(<f.)  A.y  a  commercial  agent,  to  whom  ffoods  have  be«n  consigned  with  instructions  not  to  sell  them  without 
reference  to  the  consignor,  sells  them,  witnout  such  reference,  to  B.  who  is  acquainted  with  the  instrucUoni 


given  to  A.    The  sale  is  void  as  against  the  consignor. 


5.  The  ownership  of  goods  may  be  acquired  by  buying  them  from  any  person  who  is 
osseesion  of  a  bill  of  lading,  dock-warrant,  warehouse  leper's  certificate,  wharfinger's 


Effect  of  delivery  to 
wharfinger  or  carrier. 


76. 
in  possession  _  ^  ,         —   _, 

certificate,  or  warrant  or  order  for  delivery,  or  any  other  documentary  title  to  the  gwds: 
provided  that  the  buyer  acts  in  good  faith  and  under  circumstances  which  are  not  sudi 
as  to  raise  a  reasonaUe  presumption  that  the  person  in  possession  of  the  document  has  no 
right  to  sell  the  goods. 

JUustrMtion, 

A.  sells  to  B.  ^oods  of  which  ho  has  the  bill  of  lading,  hut  the  bill  of  lading  is  made  oirt  for.  delivery  of  the 
goods  to  C,  and  it  has  not  been  indorsed  by  C.    The  sale  is  not  valid. 

77.  Under  an  agreement  for  the  sale  of  goods  not  yet  in  existence,  the  ownership  of 
the  goods  may  be  transferred  by  acts  which,  after  the  goods  are  produced,  are  d(me  in 
pursuance  of  the  agreement  by  tiie  seller,  or  by  the  buyer  with  the  seller's  assent. 

lUusirations. 

(a.)  A.  agrees  to  sell  to  B.  for  a  stated  price  all  the  indigo  which  shall  be  produced  at  A.'s  factory  daring  the 
ensuing  year.  A.,  when  the  indigo  has  been  manufactured,  gives  to  B.  an  acknowledgment  that  he  holds  the 
indigo  at  his  disposal.    The  ownership  of  the  indigo  vests  in  B.  from  the  date  of  the  acknowledgment 

(b.)  A.  tor  a  stated  price  agrees  that  B.  may  take  and  sell  any  crops  that  shall  be  grown  on  his  land  in 
succession  to  the  crops  then  standing.  Under  this  agreement  B.,  with  the  assent  of  A.,  takes  posseasioB  of 
some  crops  grown  in  succession  to  the  crops  standing  at  tike  time  of  the  agreement.  The  ownership  of  the 
crops  when  taken  vests  in  B. 

(c.)  A.  for  a  stated  price  agrees  that  B.  may  take  and  sell  any  crops  that  shall  be  grown  on  his  knd  in 
succession  to  the  crops  then  standing.  Under  this  agreement  B.  applies  to  A.  for  possession  of  some  cropi 
grown  in  succession  to  the  crops  which  were  standing  at  the  time  of  the  agreensent»  A.  refuses  to  give  poeseesioB. 
The  ownership  of  the  crops  does  not  pass  to  B. 

78.  An  agreement  for  the  sale  of  goods  to  be  delivered  at  a  future  day  is  binding, 
though  the  goods  are  not  in  the  possession  of  the  seller  at  the  time  of  making  the  agree- 
ment, and  though  at  that  time  he  has  no  reasonable  expectation  of  acquiring  them  otherwise 
than  by  purchase. 

JUuitration, 
A.  agrees  on  the  1st  January  to  sell  B.  50  shares  in  the  East  Indian  Railway  Company,  to  be  ddivered  and 
paid  for  on  the  Ist  March  of  the  same  year.    ^.,  at  the  time  of  making  the  agreement,  is  not  in  posseauoo  of 
any  shares.    The  agreement  is  valid. 


79.  Where  there  has  been  a  sale,  or  an  agreement  to  sell,  and  the  amount  of  the  price 
has  not  been  fixed,  it  shall  be  determined  by  the  consideration  of  what  is  just  and 
reasonable. 

Illtutr€Ui(m. 

B.,  Uving  at  Patna,  orders  of  A.,  a  ooach-builder  at  Calcutta,  a  carriage  of  a  particular  description. 
Nothmg  IS  said  by  either  as  to  the  price.  The  order  having  been  executed,  and  the  price  bein^  in  dnpnte 
between  the  buyer  and  the  seller,  the  amount  of  it  must  be  determined  by  the  consideration  of  what  is  jnst 
and  reasonable.  ^ 

Delivery, 

80.  Delivery  of  goods  sold  may  be  made  by  doing  anything  which  has  the  effect  of 
putting  them  in  the  possession  of  the  buyer,  or  of  any  person  authorised  to  hold  them  on 
his  behalf. 

IllMtttrtOions, 

(a.)  A.  sells  to  B.  a  horse,  and  causes  or  permits  it  to  be  removed  from  A.*s  stables  to  B  's.  This  is  a 
delivery.  ^  *^. «».     xuw  w 

(6.)  B.  in  England  orders  100  bales  of  cotton  from  A.,  a  merchant  of  Bombay,  and  sends  his  own  ship  to 
Uombay  for  the  cotton.    The  putting  the  cotton  on  board  the  ship  is  a  delivery  to  B. 

(c.)  A.  sells  to  B.  certain  specific  goods  which  are  locked  up  in  a  godown.  A.  gives  B.  the  key  of  the 
godown,  m  order  that  he  may  get  the  goods.    This  is  a  delivery.  ^ 

{dj  A.  sells  to  B  five  specific  casks  of  oiL  The  oU  is  in  the  warehouse  of  A.  B.  sells  the  five  ca^  to 
C.  A.  receives  warehouse  rent  for  them  from  C.  This  amounte  to  a  deUvery  of  the  oU  to  C,  as  it  shows 
an  assent  on  the  part  of  A.  to  hold  the  goods  as  warehouseman  of  0. 

(/•)  ^'  8f  Jls  to  B.  60  maunds  of  rice  in  the  possession  of  C,  a  warehouseman.  A.  gives  B.  an  order  to  C. 
to  transfer  the  nee  to  B.,  and  C.  assents  to  such  order,  and  transfers  the  rioe  in  his  books  to  B.    This  is  a 

(/. )  A.  agrees  to  sell  B.  five  tons  of  oil  at  1,000  rupees  per  ton,  to  be  paid  for  at  the  time  of  delirerr. 
A.  gives  to  C,  a  wharfinger,  at  whose  wharf  he  had  20  tons  of  the  oil,  an  order  to  transfer  five  of  them  into 
A  '  °!f^i,''5  i7'  *u  •  f'^^  tlie  transfer  in  hh»  books,  and  gives  A.'s  clerk  a  notice  of  the  transfer  forB. 
A.  s  clerk  takes  the  tranrfer  notice  to  B.,  and  offers  to  give  it  him  on  payment  of  the  bill.  B.  refuses  to 
pay.  There  has  been  no  delivery  to  B.,  as  B.  never  assented  to  make  C.  his  a^ent  to  hold  for  him  the  fife 
tons  selected  by  A, 

81.  A  delivery  to  a  wharfinger  or  carrier  of  the  goods  sold,  which  do  not  reach  tiie 
buyer,  does  not  render  the  buyer  liable  for  the  price,  unless  the  delivery  is  so  made  as  io 
enable  him  to  hold  the  wharfinger  or  carrier  responsible  for  the  safe  delivery  of  the  goods. 

IQiutrtaim, 

B.,  at  Agra,  orders  of  A.,  who  lives  at  Calcutta,  three  casks  of  oil  to  be  sent  to  him  by  railway.  A.  tska 
three  casks  of  oil  directed  to  B.  to  the  nOlway  station,  and  leaves  them  dim  withoatconformW  to  the  rdcs 
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which  must  be  complied  with  in  order  to  render  the  railway  company  responsible  for  their  safety.    This  is 
not  a  sufficient  delivery  to  chairge  B.  in  a  suit  for  the  price,  if  the  goods  are  not  delivered  to  the  buyer. 

82.  A  delivery  of  part  of  the  goods  in  progress  of  the  delivery  of  the  whole  has  the  Effect  of  part-delivcry. 
same  legal  effect  as  a  delivery  of  the  whole ;  but  a  delivery  of  part  of  the  goods  with  an 

intention  of  severing  it  from  the  whole,  does  not  operate  as  a  delivery  of  the  remainder. 

Illustr€tiions. 

(a.)  A  ship  arrives  in  a  harbour  laden  with  a  cargo  consigned  to  A.,  the  buyer  of  the  cargo.  The  captain 
begins  to  discharge  it,  and  delivers  over  part  of  the  goods  to  A.  in  progress  of  the  delivery  of  the  whole. 
This  is  a  delivery  of  the  cargo  to  A. 

(b,)  A.  sells  to  B.  a  stack  of  fire- wood,  be  paid  for  by  biU  on  delivery.  After  the  sale,  B.  applies  for  and 
obtins  from  A.  leave  to  take  away  some  of  the  fire-wood.  This  has  not  the  legal  effect  of  delivery  of  the 
whole. 

(c.)  A.  sells  50  maunds  of  rice  to  B.  The  rice  remains  in  A.'s  warehouse.  After  the  sale,  B.  sells  to  C. 
,10  maunds  of  the  rice,  and  A.,  at  B.'s  desire,  sends  the  10  maunds  to  C.  This  has  not  the  legal  effect  of  a 
delivery  of  the  whole. 

83.  In  the  absence  of  any  special  agreement,  the  seller  of  goods  is  not  bound  to  deliver  Seller  not  bound  to 
them  until  the  buyer  appUes  ^r  possession.  a^^  for  !>S^ion. 

84.  In  the  absence  of  any  agreement  as  to  delivery,  goods  sold  are  to  be  delivered  at  Place  of  delivery, 
the  place  at  which  they  are  at  the  time  of  the  sale ;  and  goods  agreed  to  be  sold  are  to  be 

delivered  at  the  place  at  which  they  are  at  the  time  of  the  agreement  for  sale,  or,  if  not 
then  in  existence,  at  the  place  at  which  they  are  produced. 


Seller^s  Lien. 

85.  Unless  a  contrary  intention  appears  by  the  agreement,  a  seller  has  a  lien  on  sold  Seller's  Uen. 
goods  as  long  as  they  remain  in  his  possession,  and  the  price  or  any  part  of  it  remains 
unpaid. 

86.  IV  here  by  the  agreement  the  payment  is  to  be  made  at  a  future  day,  but  no  time  Lien  where  payment 
is  fixed  for  the  aelivery  of  the  goods,  the  seller  has  no  lien,  and  the  buyer  is  entitled  to  a  to  be  made  at  aiiiture 
present  delivery  of  the  goods  without  payment     But  if  the  buyer  becomes  insolvent  fo7d^>JJy/^®  ^^^ 
before  delivery  of  the  goods,  the  seller  may  retain  the  goods  for  the  price.  Insolvency  defined. 

Explanation. — A  person  is  insolvent  who  has  ceased  to  pay  his  debts  in  the  usual  course 
of  business,  or  who  is  incapable  of  paying  them. 

lllwtration. 

A.  sells  to  B.  a  quantity  of  sugar  in  A.'s  warehouse.  Payment  is  agreed  to  he  made  by  a  bill  of  exchange 
At  three  months.  B.  gives  A.  tlie  bill  of  exchange,  but  allows  the  sugar  to  remain  in  A.'s  warehouse.  Before 
the  bill  falls  due  B.  stops  payment.    A.  may  retain  the  goods  for  the  price. 

87.  Where  by  the  agreement  the  payment  is  to  be  made  at  a  future  day,  and  the  buyer  Where  payment  to  be 
allows  the  goods  to  remain  in  the  possession  of  the  seller  until  that  day,  and  does  not  then  ™^®  **  ^^  ^iLsm 
pay  for  them,  the  seller  may  retain  the  goods  for  the  price.  to  wmS^hi  w^^% 

Iliustration.  P^"^*^»-      . 

A.  sells  to  B.  a  quantity  of  su^ar  in  A.'s  warehouse.  Payment  is  agreed  to  be  made  by  a  bill  of  exchange 
at  three  months.  B.  gives  the  bill  of  exchange,  but  allows  the  sugar  to  remain  in  the  warehouse.  The  bill 
is  dishonoured.    A.  may  retain  the  goods  for  the  price. 

88.  A  seller  in  possession  of  goods  sold  may  retain  them  for  the  price  against  anv  sub-  Seller's  h'enagamst 
sequent  buyer,  unless  the  seller  has  recognised  the  title  of  the  subsequent  buyer.    "  subsequent  buyer. 

IllustrcUians. 

(a.)  A.  sells  to  B.  at  three  months'  credit  a  chest  of  tea  then  in  the  custody  of  X.,  a  wharfinger.  A.  gives 
B.  a  delivery  order  for  the  tea,  and  before  the  expiration  for  the  credit,  B.  re-seiis  the  tea  to  C.  for  cash,  and 
transfers  to  him  the  delivery  order.  B-  stops  payment  before  C.  obtains  possession  under  the  order.  A.  may 
countermand  the  order  to  A.,  and  retain  the  goods  against  G. 

(b.)  A.  sells  to  B.  a  cargo  of  sugar  then  in  the  warehouse  of  A. ;  B.,  according  to  the  terms  of  the  sale, 
gives  A.  his  acceptance  at  three  months  for  the  price  of  the  sugar.  B.  sells  the  sugar  to  0.  for  cash,  and 
gives  0.  an  order  addressed  to  A.,  requesting  him  to  deliver  the  sugar  to  0.  A.  assents  to  the  delivery  order, 
and  sgrees  to  hold  for  G.  Afterwards  B.  becomes  insolvent,  and  his  acceptance  is  dishonoured.  A.  cannot 
retain  the  goods  against  G. 

Stoppage  in  Transit. 

89.  A  seller  who  has  parted  with  the  possession  of  the  goods,  and  has  not  received  the   Power  to  stop  hi 
whole  price,  may,  in  the  event  of  the  buyer  becoming  insolvent,  stop  the  goods  while  they  ^^^^ 

are  in  transit  to  the  buyer. 

90.  Goods  are  to  be  deemed  in  transit  while  they  are  in  the  possession  of  the  carrier.  When  goods  are  to  be 
or  lodged  at  any  place  in  the  course  of  transmission  to  the  buyer,  and  are  not  yet  come  ^®®™®*  '^^  transit, 
into  the  possession  of  the  buyer,  or  any  person  on  his  behalf,  otherwise  than  as  being  in 

possession  of  the  carrier,  or  as  being  so  lodged. 

Illustrations. 

(a,)  B.,  living  at  Madras,  orders  goods  of  A.  at  Patna,  and  directs  that  they  shall  be  sent  to  Madras. 
The  goods  are  sent  to  Galcutta,  and  there  delivered  to  G.,  a  wharfinger,  to  be  forwarded  to  Madras.  The 
goods,  while  they  are  in  the  possession  of  G.,  are  in  transit. 

239.  I  2  (M  ^^^ 
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(6.)  B.  at  Delhi  orders  goods  of  A.  at  Calcutta.  A.  cousigns  and  forwards  the  goods  to  B,  at  Delhi,  (h 
arrival  thei-e,  they  are  taken  to  the  warehouse  of  B.  and  left  there.  B.  refuses  to  receive  them,  and  imme- 
diately afterwards  stops  payment.     The  goods  are  in  transit. 

(c.^  B.,  who  lives  at  Puna,  orders  goods  of  A.  at  Bombay.  A.  sends  them  to  Puna  by  C,  a  carrier 
appointed  by  B.  The  goods  arrive  at  Puna,  and  are  placed  by  C,  at  B.'s  request,  in  C.'s  warehouse  for  E 
The  goods  are  no  longer  in  transit. 

(d,)  B.,  a  merchant  of  London,  orders  100  bales  of  cotton  of  A.,  a  merchant  at  Bombay.  B.  s^idshu 
own  ship  to  Bombay  for  the  cotton.  The  transit  is  at  an  end  when  the  cotton  is  delivered  on  board 
the  ship. 


Continuance  of  right 
of  stoppage. 


Cessation  of  right  on 
assignment  of  bill  of 
lading. 


Cessation  of  right  on 
fnlfiUnent  of  condition. 


91.  The  right  of  stoppage  does  not  cease  on  the  buyer's  re-selling  the  goods  while  m 
transit,  and  receiving  the  price ;  but  continues  until  the  goods  have  been  delivered  to  the 
second  buyer,  or  to  some  person  on  his  behalf. 

92.  The  right  of  stoppage  ceases  if  the  buyer,  while  the  goods  are  in  transit,  assigns  a 
bill  of  lading  in  respect  of  them  to  a  second  buyer  in  good  faith  for  valuable  consideration. 

Illustrations. 

(a,)  A.  sells  and  con8ig:n8  certain  goods  to  B.  A.  being  still  unpaid,  B.  becomes  insolvent,  and  whOethe 
goods  are  in  transit  assigns  the  bill  of  lading  for  cash  to  C,  who  is  not  aware  of  his  insolvency.  A.  cannot 
stop  the  goods  in  transit. 

(h.)  A.  sells  and  consigns  certain  goods  to  B.  A.  being  still  nnpaid,  B.  becomes  insolvent,  and  while  the 
goods  are  still  in  transit  assigns  tlie  bill  of  lading  for  casli  to  C,  who  knows  tiiat  B.  is  insolvent.  The 
assignment  not  being  in  good  faith,  A.  may  still  stop  the  goods  in  transit. 

93.  Where  a  bill  of  lading  is  not  negotiable  until  a  certain  condition  has  been  ftdfiUed, 
the  right  of  stoppage  does  not  cease  until  such  condition  has  been  fulfilled. 


Stopr^go  on  payment 
to  pledgee  of  amount 
of  claim. 


Illustration^ 

A.  sells  and  despatches  goods  to  B.  and  sends  him  a  letter  enclosing  the  bill  of  lading,  and  directing  him 
not  to  part  witli  it  until  he  has  accepted  certain  bills  of  exchange  which  A.  has  drawn  against  the  consign- 
ment. B.,  without  accepting  the  bills  of  exchange,  assigns  the  bill  of  lading  to  a  buyer  in  good  faith  for  a 
valuable  consideration.    A.*8  right  of  stoppage  does  not  cease  upon  such  assignment. 

94.  Where  a  bill  of  lading  is  assigned  by  the  buyer  by  way  of  pledge  to  secure  an 
advance  which  has  been  made  upon  it  in  good  faith,  the  seller  may,  on  payment  or  tender 
to  the  pledgee  of  the  amount  of  his  claim,  stop  the  goods  in  transit. 

Illustraiions. 

(a.)  A.  sells  and  consigns  goods  to  B.  of  the  value  of  12,000  rupees.  B.  assigns  the  bill  of  lading  for  those 
goods  to  C.  to  secure  a  specific  advance  of  5,000  rupees  made  to  him  upon  the  bill  of  lading  by  C.  E  be- 
comes insolvent,  being  indebted  to  C.  to  the  amount  of  9,000  rupees.  A.  is  entitled  to  stop  the  goods  on 
payment  or  tender  to  C.  of  6,000  rupees. 

(.&.)  A.  sells  and  consigns  goods  to  B.  of  the  value  of  12,000  rupees.  B.  assigns  the  bill  of  lading  for  tho» 
goods  to  C.  to  secure  the  sum  of  5,000  rupees  due  from  him  to  C.  upon  a  general  balance  of  account  B. 
becomes  insolvent.    A.  is  entitled  to  stop  the  goods  in  ti'ansit  for  the  whole  sum  due  to  )iim. 


Stoppage  how  effected.  95.  Stoppage  in  transit  may  be  effected  by  the  seller,  either  by  taking  actual  possesrion 
of  the  gooas,  or  by  giving  notice  of  his  claim  to  the  carrier  or  other  depositary  in  whose 
possession  they  are. 

Kotice  of  ieller's  claim.  96.  The  notice  may  be  given  either  to  the  person  who  has  the  immediate  possession  of 
the  goods,  or  to  the  principal  whose  servant  has  the  possession.  In  the  latter  case,  it 
must  be  given  at  such  a  time,  and  under  such  circumstances,  that  the  principal,  by  the 
exercise  of  reasonable  diligence,  may  communicate  it  to  his  servant  in  tune  to  prevent  a 
delivery  to  the  buyer. 

Right  of  seller  on  97.  Stoppage  in  transit  entitles  the  seller  to  hold  the  goods  stopped  until  the  price  of 

stoppage.  the  whole  of  me  goods  sold  is  paid. 

Illustration, 

A.  sells  to  B.  100  bales  of  cotton;  60  bales  having  come  into  B.'s  possession,  and  40  being  still  in  tnmU 
B.  becomes  insolvent,  and  A.,  being  still  unpaid^  stops  the  40  bales  in  transit.  A.  is  entitled  to  hold  the 
40  bales  until  the  price  of  the  100  bales  is  paid. 

He^sale. 

Re-sale  on  buyer's  98.  Where  the  buyer  fails  to  perform  his  part  of  the  agreement,  either  by  not  taking 

failure  to  perform.  ^j^g  goods  sold  to  him  or  by  not  paying  for  them,  the  seller  may  re-sell  them  within  t 
reasonable  time  after  giving  notice  to  the  buyer  of  his  intention  to  do  so ;  and  the  buyer 
must  bear  any  loss,  but  is  not  entitled  to  any  profit  which  may  occur  on  the  re-sale. 


Seller's  responsibility 
for  badness  of  title. 


Implied  warranty  of 
goodntis  or  qniiitj. 

Warranty  of  soundness 
on  sale  of  pruviiions. 


Warranty  of  Title, 

99.  If  the  buyer,  or  any  person  claiming  under  him,  is,  by  reason  of  the  invalidity  of 
the  seller's  title,  deprived  of  the  thing  sold,  the  seller  is  responsible  to  the  buyer  for  the 
loss  thereby  caused,  unless  a  contrary  intention  appears  by  the  agreement. 

100.  An  implied  warranty  of  goodness  or  quality  may  be  established  by  the  custom 
of  any  particular  trade. 


101.  On  the  sale  of  provisions  there  is  an  implied  warranty  that  they  are  sound. 


102.  On 
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102.  On  the  sale  of  goods  by  sample  there  is  an  implied  warranty  that  the  bulk  is  equal  Warranty  on  sale  of 
in  quality  to  the  sample.  goods  by  sample. 


103.  Where  goods  are  sold  as  being  of  a  certain  denomination,  there  is  an  implied  Warranty  on  tale  of 
warranty  that  they  are  such  goods  as  are  commercially  known  by  that  denomination,  ^2^^ *1^^a^^^' 
dthough  the  buyer  may  have  bought  them  by  sample  or  after  inspection  of  the  bulk.  uon.**^        enomma- 


Illustrations. 

(a.)  A.,  at  Calcutta,  sells  to  B.  12  bags  of  "  waste  silk,"  then  on  its  way  from  Moorshedabad  to  Calcutta. 
There  is  an  implied  warranty  by  A.  that  the  silk  shall  be  such  as  is  known  in  the  market  under  the  deno- 
mination of  '^  waste  silk." 

(b.)  A.  sells  parcels  of  **  linseed  oil "  by  sample  to  B.  There  is  an  implied  warranty  by  A.  that  the  article 
sold  is  such  as  is  known  in  the  market  as  **  linseed  oil "  ;  and  if  he.  delivers  ;an article  which,  though  equcd 
to  sample,  is  not  such  as  is  known  in  the  market  as  linseed  oil,  there  is  a  breach  of  the  implied  warranty. 

(c.)  A.  sells  to  B.  40  casks  of  '*  oxalic  acid,"  B.  having  before  the  sale  seen  the  bulk  of  the  acid,  and 
inspected  samples  of  it.  The  acid  proves  to  be  so  adulterated  as  not  to  be  the  article  known  in  commerce 
as  **  oxalic  acid."    There  is  here  a  breach  of  an  implied  warranty. 

(d,)  A.  in  London,  where  inland  bills  of  exchange  do,  and  foreign  bills  of  exchange  do  not,  by  law 
require  a  stamp,  sells  to  B.  a  bill  of  exchange  unstamped  and  purporting  to  be  a  foreign  biU.  There  is 
an  implied  warranty  by  A.  that  the  bill  is  a  foreign  bill ;  and  if  it  turns  out  that  the  bill  is  not  a  foreign 
but  an  inland  bill,  there  is  a  breach  of  that  implied  warranty. 

104.  Where  goods  have  been  ordered  for  a  specified  purpose,  for  which  goods  of  the  Warranty  where  goods 
denomination  employed  in  the  order  are  usually  sold,  there  is  an  implied  warranty  by  the  ordered  for  a  specified 
seller  that  the  goods  supplied  are  fit  for  that  purpose.  Purpose. 

Illustration, 
B.  orders  of  A.,  a  copper  manufacturer,  copper  for  sheathing  a  vessel.    A.  on  thb  order  supplies  copper. 
There  is  an  implied  warranty  that  the  copper  is  fit  for  sheathing  a  vessel. 

105.  Upon  the  sale  of  an  article  of  a  well-known  ascertained  kind  there  is  no  implied  Sale  of  article  of  a 
warranty  of  its  fitness  for  any  particular  purpose.  Sld?"^"^  ascertained 

Illustration. 
B.  writes  to  A.,  the  owner  of  a  patent  invention  for  cleaning  cotton,  **Send  me  your  patent  cotton- 
cleaning  machine  to  clean  the  cotton  at  my  factory."    A.  sends  the  machine  according  to  order.    There  is  an 
implied  warranty  by  A.  that  it  is  the  article  known  as  A.'s  patent  cotton-cleaning  machine,  but  none  that  it 
is  nt  for  the  particular  purpose  of  cleaning  the  cotton  at  B.'s  factory. 

106.  In  the  absence  of  fraud  and  of  any  express  warranty  of  quality^  the  seller  of  an  Non-retponsibUity  for 
article  which  answers  the  description  under  which  it  was  sold,  is  not  responsible  for  a  ^^^^  defects, 
latent  defect  in  it. 

Illustration. 
A.,  in  eood  faith,  sells  and  delivers  to  B.  scrip  certificates  of   shares  in  a  certain  railway  company,     i 
Afterwards  the  scrip  is  i-epudiated  on  the  ground  that  it  had  been  issued  without  authority.    A.  is  not 
responsible  for  loss  sustained  by  B.  in  consequence. 

107.  Where  a  specific  article  has  been  sold  with  a  warranty  and  the  warranty  is  broken.  Buyer's  right  on  breadt 
the  sale  is  not  thereby  rendered  voidable,  but  the  buyer  is  entitled  to  compensation  from  of  warranty. 

the  seller  for  loss  caused  by  the  breach  of  warranty. 

Illustration. 
A.  sells  to  6.  a  horse,  warranted  sound.    The  horse  proves  to  have  been  unsound  at  the  time  of  sale. 
B.  is  entitled  to  compensation  from  A.  for  loss  caused  by  the  unsoundness. 

108.  Where  there  has  been  an  agreement  for  the  sale  of  goods  with  a  warranty,  and  Rejection  or  return  of 
the  warranty  is  broken,  the  buyer  may  reject  the  goods  on  their  being  tendered  to  him^  goo^  sold  with  war- 
or  may  return  them  al^r  the  lapse  of  not  more  than  a  reasonable  time  for  ascertaining  ^^*°^* 

the  breach  of  warranty :  provided  that  beyond  keeping  them  such  time,  and  examining 
or  trying  them,  he  does  not  exercise  any  act  of  ownership  over  them ;  or  he  may  retain 
them :  and  whichever  course  he  follows,  he  is  entitled  to  compensation  from  the  seller 
for  loss  caused  by  the  breach  of  warranty. 

Illustrations, 
(a,)  A.  agrees  to  sell  to  B.  200  bales  of  cotton  by  sample.    Cotton  not  in  accordance  with  sample  is 
delivered  to  B.    lie  may  return  it  if  he  has  not  kept  it  longer  than  a  reasonable  time  for  the  purpose  of 
examination. 

(5.)  B.  agrees  to  buy  of  A.  25  sacks  of  flour  by  sample.  The  flour  is  delivered  to  B.  who  pays  the 
price.  B.,  upon  examination,  finds  it  not  equal  to  sample,  and  complains  of  this  to  A.  B.  afterwards 
uses  two  sacks,  and  sells  one.  He  cannot  now  repudiate  the  contract  and  recover  the  price,  but  he  is 
entitled  to  compensation  from  A.  for  any  loss  caused  by  the  breach  of  warranty. 

Refusal  to  accept 

109.  When  the  seller  sends  goods  not  ordered  with  goods  ordered,  the  buyer  may  Refusal  to  accept  lAen 
refuse  to  accept  any  of  the  goods  so  sent,  if  there  is  risk  or  trouble  in  separating  the  *^^*  °®^  ordered  axe 
goods  ordered  from  the  goods  not  ordered.  *^** 

Illustration. 
A.  orders  of  B.  specific  articles  of  china.  B.  sends  these  articles  to  A.  in  a  hamp3r  with  other  articles  of 
china^  which  had  not  been  ordered.    A.  may  refuse  to  accept  any  of  the  goods  sent. 

110.  If  a  buyer  wron^ully  refuses  to  accept  the  goods  sold  to  him,  this  amounts  to  a  Effect  of  wrongful  re- 
breach  of  the  contract  ot  sale.  ftwai  to  aeMpt 

239.  I  3  Bescission 
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PAPERS  RELATING  TO 


Rescission  on  fSsilnre 
to  p«7prieeat  time 
fixed. 


Puffers  at  anction. 


Rescission  in  Default  of  PaymenL 

111.  The  seller  of  goods  is  not  entitled  to  rescind  the  agreement  on  the  buyer's  failing 
to  pay  the  price  at  the  time  fixed,  unless  it  was  stipulated  by  the  agreement  that  hc^ouS 
be  so  entitled. 

Auction. 

112.  If  at  a  sale  by  auction  the  seller  makes  use  of  pretended  biddings  to  raise  the 
.price,  the  sale  is  voidable  at  the  option  of  the  buyer. 


Part  V. — Op  Indemnity  and  Guarantee. 


Indemnity  defined. 


Agent's  indemnity 
a^inst  conseqoenoes 
of  lawfol  acts. 


Agent's  indemnity 
against  oonseqnences 
of  acts  done  in  good 
&itb. 


Non-liability  of  em- 
ployer of  agent  to  do 
a  criminal  act. 


Rights  and  liabilities 
of  indemnity^older 
when  sued. 


113.  A  person  can  bind  himself  to  save  another  person  from  eventual  loss. 

The  security  thus  afibrded  is  called  indemnity  when  the  loss  guarded  against  is  that 
which  may  be  consequent  upon  the  conduct  of  some  person. 

Ulustraiions. 

(a.)  A  gives  B.  a  letter  of  indemnity  ngainst  the  consequences  of  any  proceedings  whichG.  may  take  agaiut 
B.  in  respect  of  a  certain  sum  of  200  rupees.  Here  A.  binds  himself  by  an  express  engagement  to  sare  B. 
from  consequent  loss  if  C- shall  act  as  contemplated. 

{h.)  B.  accepts  a  bill  of  exchange,  at  A.'s  request,  for  the  accommodation  of  A.  A.  does  not  proTidefortli 
bill  at  maturity,  and  6.  is  compelled  to  pay  it.  A.  is  liai  le  to  B.  for  the  amount  of  the  biU.  Here  A. 
binds  himselK  by  an  implied  engagement  to  indemnify  B.  against  loss  consequent  on  a  failure  on  A.'s  part  to 
provide  for  payment  of  the  bill  when  due. 

114.  The  employer  of  an  agent  is  bound  to  indemnify  him  against  the  consequences  of 
all  lawful  acts  done  by  him  in  exercise  of  the  authority  conferred  upon  him. 

Illustrations, 

(a.)  B.,  a  stockbroker  at  London,  and  member  of  the  Stock  Exchange,  at  the  request  of  A.,  buys  for  ins 
20  shares  in  a  bank,  '*  to  be  paid  for  on  settlement  day."  Before  the  settlement  day  arrives,  the  bank 
stops  payment,  and  A.  repudiates  the  transaction,  and  tells  B.  not  to  pay  the  price.  By  the  rul««f 
the  Stock  Exchange,  however,  B.  is  compelled  to  pay  the  price  on  the  settlement  day.  A.  is  liabbti 
B.  for  the  price  on  an  implied  agreement  to  indemnify. 

{h.)  B.  at  Singapore,  under  instructions  from  A.  ot  Calcutta,  contracts  with  C.  to  deliver  certain  noi 
to  him  B.  does  not  send  the  goods  to  B., ,  and  G.  sues  B,  for  breach  of  contract.  B.  informs  A.  of 
the  suit,  and  A.  authorises  him  to  defend  the  suit.  0.  defends  the  suit,  and  is  compelled  to  pay  damages 
and  costs,  and  incurs  expenses.    A.  is  liable  to  B.  f<nr  such  damages,  costs,  and  expenses. 

(c.)  B.  a  broker  at  Calcutta,  by  the  orders  of  A.,  a  merchant  there,  contracts  with  C.  forthepni- 
case  of  10  casks  of  oil  for  A.  Afterwards  A.  refuses  to  receive  the  oil,  and  C.  sues  B.  B.  iDformi 
A.,  who  repudiates  the  contract  altogether.  B.  defends,  but  unsuccessfully,  and  has  to  pay  damages  tnd 
costs,  and  incurs  expenses.    A.  is  liable  to  B.  for  such  damages,  costs,  and  expenses. 

115.  Where  one  person  employs  another  to  do  an  act,  and  the  agent  does  the  act  in 
good  faith,  the  employer  is  liable  to  indemnify  the  agent  against  the  consequences  of  that 
act,  though  it  cost  an  injury  to  the  rights  of  third  persons. 

lUustrations, 

{a.)  A.,  a  decree-holder  and  entitled  to  execution  of  B/a  goods,  requires  the  n&zir  to  seize  certaiogoo^ 
representing  them  to  be  the  goods  of  B.  The  n&zir  seizes  the  goods,  and  is  sued  by  C,  the  true  owner  of 
the  goods.  A.  is  liable  to  indemnify  the  n£zir  for  the  sum  he  is  compelled  to  pay  to  C,  in  consequence 
of  obeying  A.'s  directions. 

(ft.)  B.,  an  auctioneer,  at  request  of  A.,  sells  goods  in  the  possession  of  A.,  but  which  A.  bad  no  rigbt  to 
dispose  of.  B.  does  not  know  this,  and  bands  over  the  proceeds  of  the  sale  to  A.  Afterwards  C,  the  tnn 
owner  of  the  goods,  sues  B.  and  recovers  the  value  of  the  goods  and  costs.  A.  is  liable  to  indemnify  B.  fi« 
what  he  has  been  compelled  to  pay  to  C,  and  for  B.'s  own  expenses. 

(c.)  A.  employs  B.  to  make  a  quantity  of  fire-bricks  -^ith  a  trade-mark,  which  A.  knows,  but  B.  does 
not,  to  be  the  trade-mark  of  C.  B.  makes  and  marks  the  bricks  as  ordered.  C.  obtains  an  injunctitfi 
against  B.    A.  is  liable  to  pay  B.  the  amount  of  his  expenses. 

116.  Where  one  person  employs  another  to  do  an  act  which  is  criminal,  the  employer 
ifl  not  liable  to  the  agent,  either  upon  an  express  or  an  implied  promise,  to  indemniiy  him 
against  the  consequences  of  that  act. 

niusircUums. 

(a.)  A.  employs  B.  to  beat  C,  and  agrees  to  indemnify  him  against  all  cimsequences  of  the  set.  B. 
tliereupon  beats  C,  and  has  to  pay  damages  to  C.  for  so  doing.  A.  is  not  liable  to  indemnify  B.  fiv 
those  damages.  , 

{b,)  B.,  the  proprietor  of  a  newspaper,  publishes,  at  A.'s  request,  a  libel  upon  C.  in  the  paper,  ana 
A.  agrees  to  indemnify  B.  against  the  consequences  of  the  publication,  and  all  cost  and  damages  of  toy 
action  in  respect  thereof.  B.  is  sued  by  C.  and  has  to  pay  damages,  and  also  incurs  expenses.  A.isD^ 
liable  to  B.  upon  the  indemnity. 

117.  Where  a  person  holds  an  indenmity  and  a  suit  is  brought  against  him  in  respectrf 
matters  comprised  in  the  indemnity,  it  is  his  duty  to  give  notice  to  the  person  who  is  oound 
to  indemniiy  him ;  and  if  that  person  does  not  authorise  him  to  defend  the  suit,  he  is  J* 
liberty  to  compromise  it.  Whether  he  defends  the  suit  under  such  authority  as  aforesaid, 
or  in  the  absence  of  such  authority  compromises  it,  he  is  entitled  to  receive  firom  the  person 
bound  to  indemnify  him  the  damages  and  costs  which  he  has  been  compelled  to  pay. 

If  he  defends  the  suit  without  such  authority,  he  is  entitled  to  receive  firom  the  pci»» 
bound  to  indemnify  him  the  amount  he  has  been  compelled  to  pay,  exclusive  of  anyex- 

sin  defending  it  he  has  acted  ts  a 


penses  caused  by  his  having  defended  the  suit ;  unless  ^ 

prudent  man  holding  no  inaemnity  would  have  acted  in  his  own  case. 


(a.)B.it 
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IlhitnUmns, 

(a.)  B.  at  the  request  of  A,,  accepts  a  bill  of  exchange  for  the  accommodation  of  A.  C.^the  holder 
of  the  bill,  sues  B.  upon  it.  B.  has  clearly  no  defence,  but,  without  the  authority  of  A.,  he  defends 
the  suit,  and  has  to  pay  costs  as  well  as  the  amount  of  the  bill.  B.  can  only  recover  from  A.  the  amount 
of  the  bill,  upon  A.'s  implied  promise  to  indemnify. 

(6.)  C.  who  holds  a  lease  trom  W.  of  certain  houses,  assigns  the  lease  to  B.,  who  agrees  to  indemnify 
and  save  harmless  0.  from  all  damages  and  expenses  in  respect  of  the  breach  of  any  of  the  covenants 
therein.  B.  re-assigns  the  lease  to  A.,  who  gives  a  like  indemnity  to  B.  A.  commits  a  a  breach  of  a 
covenant  to  repair.  W.  sues  C.  and  recovers  2,000  rupees,  and  C.  has  to  pay,  in  addition,  800  rupees 
as  costs  and  expenses.  C.  sues  B.,  who  defends  the  suit  unsuccessfully,  and  has  to  pay  to  C.  the 
9,800  rupees ;  and  also  incurs  costs  and  expenses  in  the  defence.  A.  is  only  liable  to  B  for  2,800  rupees^ 
and  not  for  the  costs  and  expenses,  as  the  amount  of  liability  was  ascertained  by  the  suit  of  W.  against  0., 
and  B.  ought  to  have  paid  that  amount  at  once  to  C.  on  demand. 

118.  An  engagement  to  fulfil  the  liability  of  a  third  person  in  case  of  his  default  is  Definitions  of"  ^^ 
called  a  guarantee  when  founded  on  suflBcient  consideration.     The  person  who  gives  the  J^^^^wd  dSto ''' 
guarantee  is  called  the  surety^  the  person  primarily  liable  is  caUed  the  principsd  debtor,  and  "  credUor."  ' 
and  the  person  to  whom  the  guarantee  is  given  is  called  the  creditor.     A  guarantee  may 

be  either  oral  or  written. 

119.  Anything  which  is  done  or  agreed  to  be  done  for  the  benefit  of  the  principal  Considention  for  go*- 
debtor,  and  whidi  is  an  inducement  to  the  surety  to  give  the  guarantee,  may  be  a  suffi-  "^^©^ 

cient  consideration. 

IlltutrcUions, 

(a.)  B.  requests  A.  to  sell  and  deliver  to  him  goods  on  credit.  A.  ames  to  do  so,  provided  C.  will 
guarantee  the  parent  of  the  price  of  the  goods.  C.  agrees  to  guarantee  the  payment  of  the  goods  to  be 
supplied.    This  is  a  good  guarantee. 

(i.)  A.  sells  and  delivers  goods  to  B.  C.  afterwards  requests  A.  to  forbear  to  sue  B.  for  the  debt  for  a 
year,  and  promises  that  if  he  does  so,  C.  will  pay  for  them  in  default  of  payment  by  B.  A.  agrees  to  for- 
bear as  requested.    There  is  here  a  sufficient  consideration  to  sustain  C.'s  guarantee. 

(c.)  A.  sells  and  delivers  goods  to  B.  C.  afterwards  promises  A.  to  pay  for  them  in  default  of  B.  This  is 
not  a  guarantee,  as  there  is  no  consideration  to  support  it. 

120.  An  ofier  to  guarantee  does  not  constitute  a  guarantee  until  it  is  accepted  by  the   when  offer  constitutes 
person  to  whom  it  is  made,  and  the  acceptance  is  notified  to  the  offerer.  a  guarantee. 

121.  The  liability  of  the  surety  is  co-extensive  with  that  of  the  principal  debtor.  Surety's  liability. 

lUustrtUion, 

A.  guarantees  to  B.  the  payment  of  a  bill  of  exchange  by  C,  the  acceptor.    The  bill  is  dishonoured  by€. 

A.  is  Rable,  not  only  for  the  amount  of  the  bill,  but  also  for  any  interest  which  may  have  become  due  on  it. 

122.  A  guarantee  may  extend  to  a  series  of  transactions,  in  which  case  it  is  called  a  Continuing  guarantee, 
continuing  guarantee. 

Hhutraiicns, 

(a.)  A.,  in  consideration  that  B.  will  employ  C.  in  collecting  the  rents  of  B.'s  zammdiin  promises  B.  to 
be  responsible  to  the  amount  of  5,000  rupees,  for  the  due  collection  and  payment  by  C.  of  those  rents. 
This  is  a  continuing  guarantee. 

(b,)  A.  promises  B.,  a  tea-dealer,  to  be' responsible  to  the  amount  of  100/.  for  any  tea  he  may  supply  to 
C.^  B.  supplies  C.  with  tea  to  above  the  value  of  100/.,  and  C.  pays  B.  for  the  same.  Afterwards  B.  sup- 
plies C.  with  tea  to  the  value  of  200/.  C.  iails  to  pay.  The  guarantee  given  by  A.  was  a  continuing 
guarantee,  and  he  is  accordingly  liable  to  B.  to  the  extent  of  lOOl 

(c.)  A.  agrees  with  B.  to  be  answerable  to  him  for  the  price  of  five  sacks  of  flour,  to  be  delivered  by      ' 

B.  to  C,  payable  in  one  month.  B.  delivers  five  sacks  to  C.  A.  pays  for  them.  Afterwards  B.  delivers 
four  sacks  to  C,  which  C.  does  not  pay  for.  The  o^uarantee  given  by  A.  was  not  a  continuing  guarantee, 
and  accordingly  he  is  not  liable  for  the  price  of  the  four  sacks. 

123.  A  continuing  guarantee  may  be  at  any  time  revoked  by  the  surety  as  to  future  Revocation  of  oontinu- 
transactions,  by  notice  to  the  creditor.  "*«  guarantee. 

Illititratians, 

(a.)  A.,  in  consideration  of  B.'s  discounting,  at  A.'s  request,  bills  of  exchange  for  C,  guarantees  to  B. 
for  12  months  the  due  payment  of  all  such  bills  to  the  extent  of  5,000  rupees.  B.  discounts  bills  for  C.  to 
the  extent  of  2,000  rupees.  Afterwards,  at  the  end  of  three  months,  A.  revokes  the  guarantee.  This 
revocation  discharges  A.  from  all  liability  to  B.  for  any  subsequent  discount ;  but  A.  is  liable  to  B.  for 
the  2.000  rupees,  on  defeult  of  C. 

(6.)  A.  guarantees  to  B.,  to  the  extent  of  10,000  rupees,  that  C.  shall  pay  all  the  bills  that  B.  shall  draw 
upon  him.  B.  draws  upon  C.  C.  accepts  the  bill.  A.  gives  notice  of  revocation.  C.  dishonours  the  bill 
at  maturity.    A.  is  liable  upon  his  guarantee. 


124.  The  death  of  the  surety  operates  as  a  revocation  of  a  continuing  guarantee,  so  far 
as  regards  future  transactions,  in  the  absence  of  any  agreement  to  the  contrary. 

125.  Where,  upon  the  face  of  the  agreement,  two  persons  are  primarily  liable  to  a 
third  person,  that  liability  is  not  affected,  so  far  as  regards  the  third  person,  by  an  arrange- 
ment between  the  two,  that  one  of  them  shall  be  liable  only  upon  the  default  of  the 
other,  even  although  such  arrangement  may  have  been  known  to  tne  third  person,  unless 
he  was  a  party  to  the  arrangement. 

Ilkutratian, 

A.  and  B.  make  a  joint  and  several  promissory  note  to  C.  A.  makes  it,  in  fact,  as  surety  for  B^  and 
C.  knows  this  at  the  time  when  the  note  is  made.  In  a  suit  by  C.  against  A.  upon  the  note,  the  fact  that 
A  made  it  as  surety  for  B.  and  that  C.  knew  it,  is  no  answer  to  the  suit 

239.  I  4  126.  Any 
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Discharge  of  Borety  by  126.  Any  variance  made  without  the  surety's  consent,  in  the  terms  of  the  oririml 
Tariance  bi  termt  of      agreement,  discharges  the  surety  as  to  future  transactions. 

lUiutraivms. 

(a.)  A. becomes  surety  to  C.  for  B/s  conduct  as  a  manager  in  C's  bank.  Afterwards,  B.  and  C.  aeree 
without  A.'8  consent,  that  B.'s  salary  shall  be  raised,  and  that  he  shall  become  liable  to  one-fourth  of  tb' 
losses  on  discounts.  B.  allows  a  customer  to  overdraw,  and  the  bank  loses  a  sum  of  money.  A.  ifldisehirscd 
from  his  suretyship  by  the  variance  made,  without  his  consent,  and  is  not  liable  to  make  good  this  Ion. 

(6.)  A.  guarantees  C.  against  the  misconduct  of  B.  in  an  office  to  which  he  is  appointed  by  C,  and  of 
which  the  duties  are  defined  by  an  Act  of  the  Legislature.  By  a  subsequent  Act  the  nature  of  the  office  h 
materially  altered.  Afterwards,  B.  misconducts  himself.  A.  is  discharged  from  future  liability  undfr  hii 
guarantee  by  the  change,  though  the  misconduct  of  B.  is  in  respect  of  a  duty  not  aflPected  by  the  later  Ad 

(c. )  C  agrees  to  appoint  B.  as  his  clerk  to  sell  coals  at  a  yearly  salary  of  100  /.,  upon  A/s  becomrngsaretr 
to  C.  for  B.  s  duly  accounting  for  monies  received  by  him  as  such  clerk.  Afterwards,  without  A.'s  Jcnowledft 
or  consent,  C.  and  B.  agree  that  B.  should  be  paid  by  a  commission  of  6  J.  per  ton  on  the  coal  sold  b^hia 
instead  of  by  the  fixed  salary.    A .  is  not  liable  for  subsequent  misconduct  of  B. 

(<?.)  A.  gives  to  C.  a  continuing  guarantee  to  the  extent  of  3,000  rupees  for  any  oil  supplied  by  C.  to  B.oi 
credit.  Afterwards,  B.  becomes  embarrassed,  and,  without  the  knowledge  of  Au,  B.  and  C.  agree  that  CsluKdd 
continue  to  supply  B.  with  oil  for  ready  money,  and  that  the  payments  should  be  applied  to  the  then  exiatiif 
debts  between  B.  and  G.    A.  is  not  liable  on  nis  guarantee  for  any  goods  supplied  after  this  new  arrangement, 

(0.)  A.,  as  surety  for  B.,  gives  to  C.  a  promissory  note  for  5,000  rupees  upon  an  agreement  that  the  5,000 
rupees  should  be  paid  by  C.  to  B.  '*  by  draft  at  three  months'  date."  0.,  without  A.  s  knowledge,  pays  the 
5,000  rupees  to  B.  at  once,  instead  of  giving  a  draft.  A.  is  discharged  from  liability,  as  the  agreeiuent  h« 
been  varied,  and  C.  might  sue  B.  for  the  money  before  the  expiration  of  three  months. 

Discharge  of  surety  by  127.  The  surety  is  discharged  by  any  agreement  between  the  creditor  and  the  principal 
release  or  discharge  of  debtor,  by  which  the  principal  is  released,  or  by  any  act  or  omission  of  the  cremtor,  the 
p    dpal  debtor.  legal  consequence  of  which  is  the  discharge  of  the  principal  debtor. 

Illmiratums. 

(a.)  A.  gives  a  guarantee  to  C.  for  goods  to  be  supplied  by  C.  to  B.    C.  supplies  goods  to  B.,  and  aftcrwirfj 

B.  becomes  embarrassed,  and  agrees  with  his  creditors  (including  C.)  to  assign  to  them  his  property,  in  con- 
sideration of  their  releasing  him  from  their  demands.    Here  B.  is  released  from  his  debt  by  agreement  witk 

C,  and  A.  is  discharged  from  his  suretyship. 

(6.)  A.  agrees  with  B.  to  grow  a  a  crop  of  indigo  on  A.'s  land,  and  to  deliver  it  to  B.  at  a  fixed  rate,  andO. 
guarantees  A.'s  performance  of  this  agreement.  B.  diverts  a  stream  of  water  which  is  necessary  for  theim- 
gation  of  A.'s  land,  and  thereby  prevents  him  from  raising  the  indigo.    C.  is  no  longer  liable  on  his  gotraotce. 

(c.)  A.  agrees  with  B.,  for  a  fixed  price,  to  build  a  house  for  B.  within  a  stipulated  time,  B.  sop^Jyin^ 
the  necessary  timber.  C.  guarantees  A.'s  performance  of  the  contract.  B.  omits  to  supply  the  timber.  C. 
is  discharged  from  his  suretyship. 

Discharge  of  surety  128.  An  agreement  between  the  creditor  and  the  principal  debtor,  by  which  the  creditor 

porad7*1th '^ri^""       Doiakes  a  composition  with,  or  agrees  to  give  time  to,  or  not  to  sue,  the  principal  debtor, 
tii^t^,  w  ifelTnot    discharges  the  surety, 
to  sue  principal  debtor.  Illustrations. 

(a.)  C,  the  holder  of  an  overdue  bill  of  exchange  drawn  by  A.  as  surety  for  B.,  and  accepted  by  B.,Mnd§ 
himself  by  a  valid  agreement  with  B.  to  give  time  to  B.,  A.  not  assenting  to  the  agreement.  A.  is  discharged 
from  liability  on  the  bill. 

(6.)  C,  to  whom  B.  owes  a  debt  guaranteed  by  A.,  binds  himself  by  agreement  with  B.  not  to  sueB.,iDd 
to  accept  four  an  nas  in  the  rupee  in  respect  of  B.'s  debts.  A«  assents  to  the  aiTangement,  A.  is  not  dischaiged, 
and  is  liable  to  C.  for  the  whole  debt. 

Agreement  to  give  129.  Where  an  agreement  to  give  time  to  the  principal  debtor  is  made  by  the  creditor 

^^a^^t^^^l  ^'^^^  ^  ^^^  person,  and  not  with  the  principal  debtor,  the  surety  is  not  discharged 


Creditor's  forbearance 
toiue. 


Release  of  one  co- 
surety. 

Discharge  of  surety  by 
creditor's  act  or  omis- 
sion imparing  surety's 
erentnal  remedy. 


,         Jllustration. 

C,  the  holder  of  an  overdue  bill  of  exchange,  drawn  by  A ,  as  surety  for  B.,  and  accepted  by  B.,  blo^ 
hinmself  by  a  valid  agreement  with  M.  to  give  time  to  B.  A.  has  no  knowledge  of  this  agreement.  i.is 
not  discharged. 

1 30.  Mere  forbearance  on  the  part  of  the  creditor  to  sue  the  principal  debtor,  or  to 
enforce  any  other  remedy  against  him,  does  not,  in  the  absence  01  any  provision  in  && 
guarantee  to  the  contrary,  cBscharge  the  surety. 

lUustration. 

B.  owes  to  C.  a  debt  guaranteed  by  A.  The  debt  becomes  payable.  C.  does  not  sue  B.  for  a  year  afta 
the  debt  has  become  payable.    A.  is  not  dischai^ed  from  hb  suretyship. 

131.  Where  there  are  co-sureties,  a  release  by  the  creditor  of  one  of  them  does  not 
discharge  the  others ;  neither  does  it  free  that  one  from  any  responsibility  to  the  others. 

132.  If  the  creditor  does  any  act  which  is  inconsistent  with  the  rights  of  the  surety,  or 
omits  to  do  any  act  which  his  duty  to  the  surety  requires  him  to  do,  and  the  eventoil 
remedy  of  the  surety  himself  against  the  principal  debtor  is  thereby  impaired,  the  surety 
is  discharged. 

Ilbtstratums, 

(a.)  B.  agrees  to  build  a  ship  for  C.  for  a  given  sum,  to  be  paid  by  instalments  as  the  work  reaete 
certain  stages.  A.  becomes  surety  to  C.  for  B.*s  due  performance  of  the  agreement  C,  without  the  know- 
ledge of  A.,  prepays  to  B.  the  last  two  instalments.    A.  is  discharged  by  this  payment. 

(6.)  B.  agrees  with  C.  to  complete  certain  fittings  in  C.'s  warehouse  for  8,000  rupees,  0.  stipulating^ 
Insure,  from  time  to  time,  the  fittings  from  fire,  and  to  deduct  the  costs  of  the  insurance  from  the  8,000 
rupees.  A.,  knowing  of  this  agreement,  guarantees  B.'s  due  performance  of  the  work.  C  never  insor^ 
and  fittings  to  the  value  of  7,000  rupees  are  destroyed  by  the  fire  at  B.'s  shop.    B.  becomes  insolvent,  and  it 
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C(Mts  C.  9,000  rnpees  to  complete  the  work.  A.  is  discharged  by  C.'s  omission  to  insure,  not  merely  to  the 
extent  of  the  benefit  he  woald  have  derived  from  the  insurance  if  it  had  been  effected,  but  altogether. 

(c.)  C.  lends  money  to  B.  on  the  security  of  a  joint  and  several  promissorv  note  made  in  C.'s  favour  by  B. 
and  by  A.  as  surety  for  B.,  together  with  a  bill  of  sale  of  B.*s  furniture,  which  gives  power  to  C.  to  sell  the 
furniture,  and  apply  the  proceeds  in  satisfaction  of  the  monies  due  on  the  note.  Subsequently  C.  sells  the 
furniture,  but^  owing  to  his  misconduct  and  wilful  negligence,  only  a  small  price  is  realised.  A.  is  discharged 
from  liability  on  the  note. 

(J. )  A.  puts  M.  as  apprentice  to  B.,  and  gives  a  guarantee  to  B.  for  M.'s  fidelity.  B.  covenants  on  his 
part  that  he  will,  at  least  once  a  month,  bee  M.  make  up  the  cash.  B.  omits  to  see  this  done  as  agreed,  and  M. 
embezzles.   A.  is  Aot  liable  to  B.  on  his  guarantee. 

133.  Where  a  guaranteed  debt  has  become  due,  or  default  of  the  principal  debtor  to  Rights  of  surety  on 
perform  a  guaranteed  duty  has  taken  place,  the  surety,  upon  payment  or  performance  of  P»7»«nt  or  perform- 
all  that  he  is  liable  for,  is  invested  with  all  the  rights  which  the  creditor  had  against  the  *"^ 
principal  debtor. 

134.  A  surety  is  entitled  to  the  benefit  of  every  security  which  the  creditor  has  against  Surety's  right  to  bcne- 
the  principal  debtor  at  the  time  the  contract  is  entered  into,  whether  the  surety  knows  or  fit  (^creditor's  iccu- 
does  not  know  of  the  existence  of  such  security ;  and  if  the  creditor  loses,  or,  without  the 

consent  of  the  surety,  parts  with  such  security,  the  surety  is  discharged  to  the  extent  of 
the  value  of  the  security. 

IlbutroHans^ 

(a.)  C.  advances  to  B.,  his  tenant,  2,000  rupees  on  the  guarantee  of  A.  C.  has  also  further  security  for  the 
2,000  rupees  by  a  mort^e  of  B.'s  furniture.  C.  cancels  the  mortgage.  B.  becomes  insolvent,  and  G.  sues  A. 
on  his  guarantee.    A.  is  discharged  from  liability  to  the  amount  of  the  value  of  the  furniture. 

(5.)  C,  a  creditor,  whose  advance  to  B.  is  secured  by  a  decree,  receives  also  a  guarantee  for  that  advance  from 
A.  C.  afterwards  takes  B.*s  goods  in  execution  under  the  decree,  and  then,  without  the  knowledge  of  A., 
withdraws  the  execution.    A.  is  discharged. 

(c.)  A.,  as  surety  for  B.,  makes  a  bond  jointly  with  B.  toO.to  secure  a  loan  froraC.  to  B.  Aft^r  the  date 
df  this  transaction,  C.  obtains  from  B.  a  further  security  for  the  same  debt.  Subsequently  C.  gives  up  the 
fiirtber  secuiity.    A.  is  not  discharged . 

135.  Any  guarantee  which  has  been  obtained  by  means  of  misrepresentation  made  by  Gaanmtec  obtained  by 
the  creditor,  or  with  his  knowledge  and  assent,  concerning  a  material  part  of  the  trans-  misrepresentation. 
action,  is  invalid. 

lihtstrcUians, 

(a.)  B.  owesC.  800/.    C.  ao^rees  to  advance  B.  2,000  /.  on  his  obtaining  a  surety  for  that  amount.    It  is  '        - 

also  agreed  between  B.  and  C.  that  the  800  /.  should  be  deducted  from  that  sum.  The  agreement,  which  is 
in  writing,  states  that  C.  had  agreed  to  advance  B.  2,000/.,  and  that  the  800/.  had  been  repaid.  This  agree- 
ment is  read  to  A.  in  C.'s  presence,  but  nothing  more  is  said,  when  A.  gives  a  promissory  note  for  2,000  /.  as 
surety  for  B.  A.  is  discharged  from  liability  on  the  note,  as  there  is  a  false  representation  to  A.  that  the  800/. 
had  l>een  paid,  and  that  the  whole  sum  of  2,ck)0  /.  was  to  be  advanced  to  B.' 

(b.)  C.  represents  to  A.  that  he  is  liable  to  D.  for  3,000  rupees  as  surety  for  A.  and  B.  A.  thereupon  concurs 
as  surety  in  a  mortgage  security  given  by  B.  in  order  to  indemniiyC.  C,  in  fact,  was  not  liable  to  D.  as 
alleged.    A.  is  not  bound  by  the  security. 

136.  Any  guarantee  which  the  creditor  has  obtained  by  means  of  the  concealment  of  a  Gaarantee  obtained 
material  circumstance,  is  invalid.  '>y  conoeahnent. 

Illustrations, 

(a.)  A.  engages  B.  as  clerk  to  collect  money  for  him.  B.  fails  to  account  for  some  of  his  receipts,  and  A. 
in  consequence  cidls  upon  him  to  furnish  security  for  his  duly  accounting.  C.  gave  his  guarantee  for  B.'s 
duly  accounting.  A.  does  not  acquaint  C.  wltli  B.'s  previous  conduct.  B.  afterwards  makes  default.  The 
guarantee  is  invalid. 

(b.)  A.  guarantees  to  C.  payment  for  iron  to  be  supplied  by  him  to  B.  to  the  amount  of  2,000  tons.  B. 
ana  C.  have  privately  agreed  that  B.  should  pay  5  rupees  per  ton  beyond  the  market  price,  such  excess  to 
be  applied  in  liquidation  of  an  old  debt.    This  agreement  is  concealed  from  A.    A.  is  not  liable  as  a  surety. 

137.  Where  a  person  gives  a  guarantee  upon  an  agreement  that  the  creditor  shall  not  Gaarantee  on  agree- 
act  upon  it  until  another  person  has  joined  m  it  as  co-surety,  the  guarantee  is  not  valid  "?®?J^  ^^  creditors 

• /•  xi    ^     a1-  J  J.  •   •  J  ^  G  ghall  not  act  ©n  it 

if  that  Other  person  does  not  join.  ^^  co-surety  jofais. 

138.  In  every  contract  of  guarantee  there  is  an  implied  agreement  by  the  principal  Implied  agreement  to 
debtor  to  indemnify  the  surety,  and  the  surety  is  entitled  to  recover  from  the  principal  ^^«™'*i'y  »"re'y- 
debtor  whatever  sum  he  has  rightfully  paid  under  the  guarantee. 

Illustrations. 

(a.)  B.  is  indebted  to  C,  and  A.  is  surety  for  his  debt.  C.  demands  payment  from  A.,  and  on  his  refusal 
sues  him  for  the  amount.  A.  defends  the  suit,  at  the  request  of  B.,  having  reasonable  grounds  for  doing  so, 
but  he  is  compelled  to  pay  the  amount  of  the  debt  with  costs.  He  can  recover  from  B.  the  amount  paid 
by  him  for  costs,  as  well  as  the  principal  debt. 

(h,)  C.  lends  B.  a  sum  of  money,  and  A.,  at  the  request  of  B.,  accepts  a  bill  of  exchange  drawn  by  B.  upon 
A.  to  secure  the  amount.  C,  the  holder  of  the  bill,  demands  payment  of  it  from  A.,  and  on  A.'s  refusal  to 
pay  sues  A.  upon  the  bill.  A.  defends  the  suit,  and  has  to  pay  the  amount  of  the  bill  and  costs.  He  can 
recover  from  B.  the  amount  of  the  bill,  but  not  the  sum  paid  for  costs,  as  there  was  ^o  real  ground  for 
defending  the  action. 

(c.)  A.  guarantees  to  C  ,  to  the  extent  of  2,000  rupees,  payment  of  rice  to  be  supplied  by  C.  to  B.  C. 
supplies  to  B.  rice  to  a  less  amount  than  2,000  rupees,  but  obtains  from  A.  payment  of  the  sum  of  2,000  rupees 
in  respect  of  the  rice  supplied.    A.  cannot  recover  from  B.  more  than  the  price  of  the  rice  actually  supplied. 

139.  Where  two  or  more  persons  or  co-sureties  for  the  same  debt  or  duty  either  jointly  Co-sureties  liable  to 
or  severally,  and  whether  under  the  same  or  different  agreements,  and  whether  with  or  contribute  equally, 
without  the  knowledge  of  each  other,  the  co-sureties,  in  the  absence  of  any  agreement  to 

the  contrary,  are  liable  as  between  themselves  to  pay  each  an  equal  share  of  the  whole 
debt,  oar  of  that  part  of  it  which  remains  unpaid  by  the*  principal  debtor. 

239.  K  Uluitrations. 
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lUugtrmtioM. 

(a.)  A.y  B.,  and  C.  are  sureties  to  D.  for  the  sum  of  3,000 rupees  lent  to  £.  £.  makes  deilBuilt  in  paymeitt 
A.,  B.,  and  G.  are  liable  as  between  themselves  to  paj*  1,000  rupees  each. 

(b.)  A.,  B.,  and  C.  are  sureties  to  D.  for  the  sum  of  1,000  rupees  lent  to  E.,  and  it  is  arranged  between!^ 
B.,  C,  and  £.  that  A.  is  to  be  responsible  to  the  extent  of  one  quarter,  B.  to  the  extent  of  one-quarter,  and 
C.  to  the  extent  of  one-half.  £.  makes  default  in  payment.  As  between  the  sureties^  A.  is  uable  to  pay 
260  rupees,  B.  250  rupees^  and  C.  500  rupees. 

boJind  Si  dlto^aT****       ^^^'  Co-eureties  who  are  bound  in  different  sums  are  liable  to  pay  equally  a»  far  aa  tke 
sums.  limits  of  their  respective  obligations  permit. 

HbuircUiofu, 

(a.  A.,  B.,  and  C,  as  sureties  for  D.,  enter  into  three  several  bonds,  each  in  a  different  penalty,  viz.,  A  in 
the  penalty  of  10,000  rupees,  B.  in  that  of  20,000  rupees,  C.  in  that  of  40,000  rupees,  conditioned  for  D.'sdnly 
accounting  to  £.  D.  makes  default  to  the  extent  of  30,000  rupees.  A.,  B.^  and  C.  are  each  liable  to  pay 
10»600  rupees. 

(b.)  A^  B.,  and  C,  as  sureuea  for  D.,  enter  into  three  several  bond8>  each  in  a  diffierent  penalty,  vis^  L 
in  the  penalt^  of  10,000  rupees,  B.  in  that  of  20,000  rupeea,  C.  in  that  of  40,000  rupees,  conditioned  for  IX  s 
duly  accounting  to  £.  D.  makes  default  to  the  extent  of  40^000  rupees.  A.  is  liable  to  pay  10^000  mpeo^ 
and  B.  and  C.  15,000  rupees  each. 

(c.)  A.,  B.>  and  C,  as  sureties  for  D.,  enter  into  three  several  bonds,  each  in  a  different  penalty,  vis.,  A.n 
the  penalty  of  10,000  rupees,  B.  in  that  of  20,000  rupees,  C.  in  that  of  40,000  rupees,  conditioned  for  D.'s 
duly  accounting  to  £.  D.  makes  default  to  the  extent  of  70,000  xuj»«e8.  Eauh  has  to  pay  the  foil  peu^  of 
his  bond. 


-'Baihnent,'"' bailor," 
and<'baUee*'  defined. 


Delivery  to  bailee, 
how  maide. 


Bailor's  dntjr  to  dis- 
close fanltB  m  goods 
bailed. 


Care  to  be  taken  by 
bailee. 


Bailee  when  not  liable 
for  loss,  &c.  of  thing 
bailed. 

Termination  of  bail- 
ment by  bailee's  act 
inconstant  with  con- 
ditions. 


Part  VI. — Of  Bailm£nt. 

141.  Thb  delivery  of  goods  by  one  person  to  another  for  some  purpose,  upon  aa 
agreement  that  they  shall  be  delivered  by  the  latter  back  to  or  according  to  tiie  directions 
01  the  former  when  the  purpose  shall  have  been  accomplished^  is  called  a  bailment  The 
person  delivering  the  goods  is  called  the  bailor.  The  person  to  whcnn  diej  are  delivered 
18  called  the  bailee. 

142.  The  delivery  to  the  bailee  may  be  made  by  doing  anything  which  has  the  eflfect 
of  putting  the  goods  in  the  possession  of  the  intended  bailee,  or  of  any  person  authorized 
to  nold  them  on  his  behaLT. 

143.  The  bailor  is  bound  to  disclose  to  the  bailee  faults  in  the  goods  bsdled  of  which  the 
bailor  is  aware^  and  which  materially  interfere  with  the  use  of  them,  or  expose  the  bailee 
to  extraordinary  risks ;  and  if  he  does  not  make  such  disclosure,  he  is  responsible  for  damage 
arising  to  the  bailee  directly  from  such  faults. 

Illustration, 
A .  lends  a  hone  to  B.  which  he  knows  to  be  vicious^    He  does  not  disclose  the  fact  that  the  hoxse^  is  vieiras. 
The  horse  runs  away.    B.  is  thrown  and  injured.    A.  is  responsible  to  B.  for  damage  sustained. 

144.  In  all  cases  of  bailment  the  bailee  is  bound  to  take  as  much  care  of  the  ^oods 
bailed  to  him  as  a  man  of  ordinary  prudence  would,  under  similar  circumstances,  ti^e  of 
his  own  goods  of  the  same  bulk,  quality  and  value  of  the  goods  bailed. 

145.  The  bailee,  in  the  absence  of  any  agreement  to  the  contrary,  is  not  responsible  for 
the  loss,  destruction,  or  deterioration  of  the  thing  bailed  if  not  caused  by  his  fisiult 

146.  If  the  bailee  does  any  act  with  regard  to  the  goods  bailed  which  is  inconsistent 
with  the  conditions  of  the  bailment,  such  act  is,  at  the  option  of  the  bailor,  a  tenxunatioDof 
the  bailment. 

Ulustration, 
A.  lets  to  B.  for  hire  a  horse  for  his  own  riding.    B.  drives  the  horse  in  his  carriage.    This  is  at  the  option 
of  A.,  a  termination  of  the  bailment. 


liability  of  baflee  147.  If  the  bailee  makes  any  use  of  the  goods  bailed  which  is  not  aoeerding  to  the 

"**^^"'LSIir'*^"d^     conditions  of  the  bailment,  he  is  liable  to  ma&e  compeiLsation  to  the  bailor  for  any  damage 
use  of  goods      «  .       arising  to  the  goods  from  or  during  such  use  of  them. 

IlltuireUioru, 

(a.)  A.  lent  a  horse  to  B.  for  his  own  riding  only.  B,  allowed  C,  a  member  of  his  family,  to  ride  the 
horse .  C.  rode  with  care,  but  the  horse  accidentally  fell  and  was  injured.  B.  is  liable  to  make  compcnsatico 
to  A.  for  the  injury  done  to  the  horse. 

(6.)  A.  hired  a  horse  in  Calcutta  from  B.  to  ride  to  Benares.  A.  rode  with  due  care,  but  rode  to  Cattadc 
instead.  The  horse  accidentally  fell  and  was  injured.  A.  is  liable  to  make  compensation  to  B.  for  the 
injury  to  the  horse. 

Mixture  of  Goods  bailed. 

148.  If  the  bailee,  with  the  consent  of  the  bailor,  mixes  the  gooils  of  the  bailor  wA  bis 
own  goods,  the  bailor  and  the  bailee  shall  have  an  interest  in  proportion  to  their  respecti^^ 
shares  in  the  mixture  thus  produced. 

Mixtore,  without  bai-        149.  If  the  bailee,  without  the  consent  of  the  bwlor,  mixes  the  goods  of  the  bailiff  wim 
lot's  consttO;,  whence  jjjg  q^jj  goods,  and  the  goods  can  be  separated,  the  property  in  the  goods  remains  in  *"* 

paiw 


Mixtore,  with  bailor's 
consent,  of  his  goods 
with  goods  of  bailee. 
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parties  respectively,  but  the  bailee  is  bound  to  bear  the  expense  of  separation,  and 
imj  damage  arising  from  the  mixture. 

150.  If  the  bailee,  without  the  consent  of  the  bailor,  mixes  the  goods  of  the  bailor  with    Mbture,  without  ba^ 
his  own  goods  so  that  it  is  impossible  to  separate  the  goods  bailed  from  the  other  goods,  and   g^'oSs^^^ot  bLwp^* 
deliver  them  back,  the  bailor  is  entitled  to  be  compensated  by  the  bailee  for  the  loss  of   rated. 

the  goods. 

151.  Where  by  the  conditions  of  the  bailment  the  goods  are  to  be  kept  or  to  be  carried,  Re-payment  by  bailor 
or  to  have  work  done  upon  them  by  the  bailee  for  the  bailor,  and  the  bailee  is  to  receive  of  ncoaisaryexpenaca. 
no  remuneration,  the  bailor  shall  re-pay  to  the  bailee  the  necessary  expenses  incurred  by 

him  for  the  purpose  of  the  bailment, 

152.  Where  the  bailment  is  gratuitous,  the  bailor  is  entitled  at  any  time,  upon  reasonable  J^^'?^®^*?*^ 
notice,  to  the  restoration  of  the  goods  bailed.  gratuitous  y. 

153.  The  bailee  must  return  the  goods  bailed  without  demand  as  soon  as  the  time  for   Itetiini  of  gooda  bailad 
which  they  were  bailed  has  expired,  or  the  purpose  for  which  tiiey  were  bailed  has  been   or  ^mpSimenHf 
aooomplished.  purpose. 

154.  If  by  the  fault  of  the  bailee  the  goods  are  not  delivered  or  tendered  at  the  proper  J^^^^jJ^"''^'"*^ 
time,  he  is  responsible  to  the  bailor  for  any  loss,  destruction,  or  deterioration  of  tiie  goods  duiy"dS!vered^°ten 
from  that  time.  dered. 

155.  Thfe  bailment,  where  gratuitous,  is  terminated  by  the  death  either  of  the  bailor  or  Termination  of  gratui- 

of  the  bailee.  *®^  bailment  by  death. 

156.  In  the  absence  of  any  i^eement  to  the  contrary,  the  bailee  is  bound  to  deliver  to  Increase  or  profit  inm 
the  bailor,  or  according  to  his  (Erections,  any  increase  or  profit  which  may  have  accrued   ^^°^  baUed. 

from  the  goods  bailed. 

Hhitiratwn, 
A.  leaves  a  cow  in  the  custody  of  B.,  who  takes  care  of  it  gratuitously.    The  cow  has  a  calf,    B.  is  bound 
to  deliver  the  calf  as  well  as  the  cow  to  A. 

157.  The  bailor  is  responsible  to  the  bailee  for  any  loss  which  he  may  sustain  by  reason  ^*?**y*  ««8P<>'»»»^»l»ty 
that  the  bailor  waa  not  entitied  to  make  the  bailment,  or  to  receive  back  the  goods,  or  to    ^  ^  ^* 

give  directions  respecting  them. 

158.  If  several  joint  owners  of  goods  bail  them,  the  bailee  may  deliver  them  back  to.   Bailment  by  several 
or  according  to  the  directions  of  one  joint  owner  without  the  consent  of  all,  in  the  absence  ^^^^^  ownen, 

of  any  agreement  to  the  contrary* 

159.  If  the  bailor  has  no  titie  to  the  goods,  and  the  bailee  delivers  them  back  to,  or   Re-delivery  .to  bailee 
according  to  the  directions  of  tiie  bailor,  the  bailee  is  not  responsible  to  die  owner  in    ^^®  ^**  ^      ' 
respect  of  such  delivery. 

160.  If  a  third  person  clwms  goods  bailed,  he  may  apply  to  the  Court  to  stop  the   ^^*  *^' *^!i  v!jj? 
delivery  of  the  goods  to  the  bailor,  and  to  decide  the  title  to  the  goods.  c     ing  go 

161.  The  finder  of  foods  has  no  ri^ht  to  sue  the  owner  for  compensation  for  trouble  Right  of  finder  of 
and  expense  voluntarily  incurred  by  him  to  preserve  the  goods  and  to  find  out  the  owner,  ^^^ 

but  he  has  a  right  to  retain  the^oods  against  tiie  owner  until  he  receives  such  compen- 
sation ;  and  where  the  owner  o£^rs  a  specific  reward  for  the  return  of  goods  lost,  the 
finder  has  a  right  to  retain  them  until  he  receives  the  reward. 

162.  Where  the  bailee  has,  in  accordance  with  the  purpose  of  the  bailment,  rendered  Bailee'*  paiticalar  lien, 
any  service  involving  the  exercise  of  labour  or  skill  on  the  goods  bailed,  he  has,  in  the 

absence  of  any  agreement  to  the  contraiy,  a  right  to  retain  the  goods  until  he  receives 
remuneration  for  the  services  he  has  rendered  in  respect  of  them. 

lUuttratiotu. 

(a.)  A.  delivers  a  rough  diamond  to  B.,  a  jeweller,  to  be  cut  and  polished,  which  i»  accordingly  done.  B. 
is  entitled  to  retain  the  stone  till  he  is  paid  for  the  services  he  has  rendered. 

(b.)  A.  gave  some  cloth  to  B.,  a  tailor,  to  mak^  into  a  coat.  A.  agreed  with  B.  that  the  coat  should  be 
delivered  as  sqpn  as  it  was  finished,  and  that  three  months'  credit  should  be  given  for  the  price.  B.  is  not 
entitled  to  retain  the  coat  until  he  is  paid. 

163.  In  the  absence  of  any  agreement  to  the  contrary,  bankers,  factors,  and  wharfingers  Bani^er'a,  fjwjtors,  and 
have  no  right  to  retain  the  goods  bailed  to  them  as  a  securitv  for  a  sreneral  balance  of  wbarfingera  have  no 
account.    ^  »  J  &  genmlUen. 

Pkdge, 

164.  The  bailment  of  goods  as  security  for  payment  of  a  debt  or  performance  of  an  "Pledge,"  "pawnor," 
engaffement  is  called  pledge.  The  bailor  is  in  this  case  called  the  pawnor.  The  bailee  is  and  "pawnee  "defined, 
called  the  pawnee. 

165.  The  pawnee  may  retain  the  goods  pledged,  not  only  for  payment  of  the  debt  or  Pawnee's  right  of  re- 
the  performance  of  engagement,  but  for  the  interest  of  the  debt,  and  all  necessary  ex-  ^^^^' 

penses  incurred  by  him  in  respect  of  the  possession,  or  for  the  preservation  of  the  goods 
pledged. 

239.  K  2  166.  The 
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In  case  of  sabBeqtient       166.  The  pawnee  ehall  not  retain  the  ^oods  pledged  for  any  other  debt  or  engagement 

advances.  than  the  debt  or  engagement  for  which  they  are  delivered,  except  by  agreement  between 

the  parties ;  but  sucn  agreement,  in  the  absence  of  anything  to  the  contrary,  will  be  jae- 

sumed  in  regard  to  subsequent  advances  made  by  the  pawnee. 


Extraordinary  ex- 
penses incurred  by 
pawnee. 

Pawnee's  right  where 
pawnor  makes  default. 


Defaulting  pawnor's 
right  to  redeem. 


Pledge  by  possessor  of 
documentary  title  to 
goods. 


Fledge  where  pledger 
has  only  a  limited 
interest. 


Suits  by  bailor  or 
bailee  against  wrong- 
doers. 


167.  The  pawnee  is  entitled  to  receive  from  the  pawnor  extraordinary  expenses  bcurred 
by  him  for  the  preservation  of  the  goods  pledged. 

168.  If  the  pawnor  makes  default  in  payment  of  the  debt  or  performance  of  the  en- 
gagement at  the  stipulated  time,  the  pawnee  may  bring  a  suit  against  the  pawnor  upon 
the  debt  or  engagement,  and  retain  the  goods  pledged  as  a  collateral  security,  or  may  sell 
the  thing  pledged  on  giving  the  pawnor  reasonable  notice  of  the  sale.  If  the  proceeds  of 
the  sale  are  less  than  the  amount  due  in  respect  of  the  debt  or  engagement,  tiie  pawnor 
is  still  liable  to  pay  the  balance.  If  the  proceeds  of  the  sale  are  greater  than  theamonnt 
so  due,  the  pawnee  shall  pay  over  ;the  surplus  to  the  pawnor* 

169.  If  a  time  is  stipulated  for  the  payment  of  the  debt  or  performance  of  the  engage* 
ment  for  which  the  pledge  is  made,  and  the  pawnor  makes  default  in  payment  of  the 
debt  or  performance  of  the  engagement  at  the  stipulated  time,  he  may  redeem  the  goods 
pledged  at  any  time  before  the  actual  sale  of  them. 

170.  A  person  who  is  in  possession  of  goods,  or  of  any  bill  of  lading,  dock-warrant, 
warehouse-keeper's  certificate,  warrant  or  order  for  delivery,  or  any  other  document  of 
title  to  goods,  may  make  a  valid  pledge  of  such  goods,  or  documents :  provided  that  the 
pawnee  acts  in  good  faith  and  under  circumstances  which  are  not  such  as  to  raise  a  rea- 
sonable presumption  that  the  pawnor  is  acting  improperly. 

171.  Where  a  person  pledges  goods  in  which  he  has  only  a  limited  interest,  the  pledge 
is  valid  to  the  extent  of  that  interest. 

Suits  against  wrong^doers. 

172.  If  a  third  person  wrongfully  deprives  the  bailee  of  the  use  or  possession  of  the 
goods  bailed,  or  does  them  any  injury,  tiie  bailee  is  entiled  to  use  such  remedies  as  the 
owner  might  use  in  the  like  case  if  no  bailment  had  been  made,  and  either  the  bailor  or 
the  bailee  may  bring  a  suit  against  a  third  person  foi:  such  deprivation  or  injury. 

Apportionment  of  pro-       173.  Whatever  is  obtained  by  way  of  relief  or  compensation  in  any  such  suit,  shall, 
ceedsofsnchsnits.       as  between  the  bailor  and  the  bailee,  be  dealt  with  according  to  their  req)ective  in- 
terests. 

Part  VII.— Op  Agency. 

174.  An  agent  is  a  person  employed  to  do  any  act  for  another,  or  to  represent  another 
in  dealings  with  third  persons.  The  person  for  whom  tne  act  is  done,  or  who  is  so  repre- 
sented, is  called  the  prmcipal. 

175.  Any  person  who  is  of  the  age  of  majority  according  to  the  law  to  which  he  ia 
subject,  and  who  is  of  sound  mind,  may  employ  an  agent. 

Who  may  be  an  agent  l?^^  As  between  the  principal  and  third  persons,  any  person  may  become  an  agent; 
but  no  person  who  is  not  of  the  age  of  majority  and  of  sound  mind  can  become  an  agen^ 
so  as  to  be  responsible  to  his  principal,  according  to  the  provisions  in  that  behalf  herein 
contained. 

177.  No  consideration  is  necessary  to  create  an  agency. 

178.  The  authority  of  an  agent  may  be  expressed  or  implied 

179.  An  authority  is  said  to  be  expressed  when  it  is  given  by  words  spoken  or  written. 
An  authority  is  said  to  be  implied  when  it  is  to  be  inferred  from  the  circumstances  of  the 
case ;  and  things  spoken  or  written,  or  the  ordinary  course  of  dealing  may  be  accounted 
circumstances  of  the  case. 

Ulustratum, 

A.  owns  a  shop  in  Serampore,  living  himself  in  Calcutta,  and  visiting  the  shop  occasionally.  The  shop  fa 
managed  hy  B.,  and  he  is  in  the  habit  of  ordering  goods  from  C.  in  the  name  of  A.  for  the  pur]M>8e8  of  the 
shop,  and  of  paying  for  them  out  of  A/s  funds  with  A.'s  knowledge.  B.  has  an  implied  authority  from  A. 
to  order  goods  from  C.  in  the  name  of  A.  for  the  purposes  of  the  shop. 

180.  An  agent  having  an  authority  to  do  any  act,  has  authority  to  do  every  lawful 
thing  which  is  necetsarv  in  order  to  do  such  act ;  and  an  agent  having  an  authority  to 
carry  on  any  business,  has  authority  to  do  every  lawful  thing  necessary  for  the  purpose  of 
or  usually  done  in  the  course  of  conducting  such  business. 

Illustrations, 

(a  )  A.  is  employed  by  B.,  residing  in  London,  to  recover  at  Bombay  a  debt  due  to  B.  A,  may  adopt  my 
legal  process  necessary  for  the  purpose  of  recovering  the  debt,  and  may  give  a  valid  discharge  for  the  same. 

(6.)  A.  constitutes  B.  his  agent  to  carry  on  his  business  of  a  ship-builder.  B.  may  purchase  timber  and 
other  materials,  and  hire  workmen  for  the  purpose  of  carrying  on  the  business. 

181.  An  agent  has  authority  in  an  emergency  to  do  all  such  acts  for  the  purpose  of 

protecting  his  principal  from  loss  as  would  be  done  by  a  person  of  ordinary  prudence  in 

his  awn  case  under  similar  circumstances. 

JUustraiiont. 


'*  Agent  "and* 
eipid  >^  defined. 


pnn- 


Who  may  be  a  princi- 
pal. 


Agency  created  with- 
out consideration. 
Agent's  authoritj  may 
be  expressed  or  im- 
plied. 

Deliaitions  of  ex- 
pressed and  implied 
anthority. 


Extent  of  sgent's  an- 
thority. 


Agent's  authority  in 
an  emergency. 
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lUustrations, 

(a.)  A.  ship  is  driven  on  shore.  The  master  has  authority  to  hire  men  and  heats  to  get  her  ofiF,  and  to 
incur  all  necessary  expenses  for  re-fitting  her.  .         j.  x  i    x    r.     *  n  *#««u 

(6.)  A.  consigns  provisions  to  B  at  Calcutta,  with  directions  to  send  them  immediately  to  C.  at  Cuttack. 
B.  may  sell  the  provisions  at  Calcutta,  if  they  will  not  bear  the  journey  without  spoiling. 

182.  Contracts  entered  into  through  an  agent,  and  obligations  arising  from  acts  done  by  Enforcement  and  con- 
an  agent,  may  be  enforced  in  the  same  manner,  and  will  have  the  same  legal  consequences  J^J^  ^^  *^^  * 
as    if  the   contracts    had   been    entered  into    and  the   acts  done  by  the  principal  in 

person. 

^  lUustrattons. 

(a,)  A.  buys  goods  from  B.,  knowing  that  he  is  an  agent  for  their  sale,  but  not  knowing  who  is  the  prin- 
cipal. B.'8  principal  is  the  person  entitled  to  claim  from  A.  the  price  of  the  goods,  and  A.  cannot  set  off 
against  that  claim  a  debt  due  to  himself  from  B. 

(6.)  A.  being  B.'s  agent,  with  authority  to  receive  money  on  his  behalf,  receives  from  C.  a  sum  of  money 
due  to  B.    C.  is  discharged  of  his  obligation  to  pay  the  sum  in  question  to  B. 

183.  Where  an  agent  does  more  than  he  is  authorised  to  do,  what  he  does  within  the  Prindpil,  how  fcr 
scope  of  his  authority,  if  it  can  be  separated  from  what  is  beyond  that  scope,  is  binding  as  ^JSiTauSiofr^! 
between  the  principal  and  the  agent ;  the  rest  not. 

lUtutration, 

A.,  being  owner  of  a  ship  and  cargo,  authorises  B.  to  procure  an  insurance  for  4,000  rupees  on  the  ship. 
B.  procures  a  policy  for  4,000  rupees  on  the  ship,  and  another  for  the  like  sum  on  the  cargo.  A.  is  bound 
to  pay  the  premium  for  the  policy  on  the  ship,  but  not  the  premium  for  the  policy  on  the  cargo. 

184.  Where  an  agent  does  more  than  he  is  authorised  to  do,  and  what  he  does  beyond  ^«n  '^^^ot  see- 
the scope  of  his  authority  cannot  be  separated  from  what  is  within  it,  the  whole  is  void  as  ^^  ®"*^   "^  ^^ 
against  the  principal. 

IHustratton, 

A.  authorises  B.  to  buy  500  sheep  for  him.  B.  buys  500  sheep  and  200  lambs  for  one  som  of  6,000 
rupees.    The  whole  transaction  is  void  as  against  A. 

185.  A  sub-agent  is  a  person  employed  by  and  acting  under  the  control  of  the  original  '*3ub-«gcnt"  defined, 
agent  in  the  business  of  tne  agency. 

186.  An  agent  cannot  lawfully  employ  another  to  perform  acts  which  he  has  expressly  J!|^^?J^*  cannot 
or  impliedly  undertaken  to  perform  personally.  **^' 

187.  Where  a  sub-agent  is  properly  appointed,  the  principal  is,  so  far  as  regards  third  ^Pf?*"*^?^"^^^'^ 
persons,  represented  by^  the  sub-agent,  and  is  bound  by  and  responsible  for  his  acts,  as  if  properiy^aMoSSld. 
he   were   an  agent   originally   appointed   by  the  principal.      The  a^ent  is  responsible  Agent'i  responsibility 
to  the  principal  for  the  acts  of  the  sub-agent,  the  sub-agent  is  responsible  for  his  acts  to  for  «ub-«fent 

the  agent  but  not  to  the  principal,  except  in  cases  of  fraud  or  wilful  wrong.  hmty^^'  wsponsi- 

188.  Where  an  a^ent  has  appointed  a  person  to  act  as   a  sub-agent  without  haying  Agent's  responsibility 
authority  to  do  so,  the  agent  stands  towards  that  person  in  relation  of  a  principal  to  an  fors^b^ge^ appointed 
agent,  and  is  responsible  for  his  acts  both  to  the  principal  and  to  third  persons,  and  the  ^^  ^^  ^^  ^"^* 
principal  is  not  represented  by  or  responsible  for  the  acts  of  the  person  so  employed,  nor 

IS  that  person  responsible  to  the  principal. 

189.  Where  an  agent,  holding  an  express  or  implied  authority  to  name  another  person  S^^^n^aSed^b?^ 
to  act  for  the  principal  m  the  business  of  the  agency,  has  named  another  person  accord-  agent  authorised  to 
ingly ;  such  person  is  not  a  sub-agent,  but  an  agent  of  the  principal  for  such  part  of  the  J*™®  another  to  act 
business  of  tne  agency  as  is  entrusted  to  him.  pnoapai. 

lUustratUms. 

(a.)  A.  directs  B^  his  solicitor,  to  sell  his  estate  by  auction,  and  to  employ  an  auctioneer  for  the  purpose. 
B.  names  C,  an  auctioneer,  to  conduct  the  sale.  Cf.  is  not  a  sub-agent,  but  is  A.'s  agent  for  the  conduct 
of  the  sale. 

(6.)  A.,  a  merchant  in  Calcutta,  consigns  goods  to  B.,  a  merchant  in  London,  and  directs  him  to  sell 
the  goods.    B.  appoints  C,  a  broker,  to  sell  the  goods  for  A.     C.  is  not  a  sub-agent,  but  is  agent  for  A. 

(c.)  A.  appoints  B.,  a  merchant  in  Calcutta,  his  attorney,  for  the  purpose  of  recovering  the  monies  duo 
to  A.  from  C.  and  Co.  B.  instructs  D.,  a  solicitor,  to  take  legal  proceedings  against  C.  and  Co.  for  the 
recovery  of  the  money.     D.  is  not  a  sub-agent,  but  is  solicitor  for  A. 

190.  In  selecting  such  agent  for  his  principal,  an  agent  is  bound  to  exercise  the  same  Agent's  duty  in  naming 
amount  of  discretion  as  a  man  of  ordinary  prudence  would  exercise  in  his  own  case,  and  ^^^  person. 

if  he  does  this  he  will  not  be  responsible  to  the  principal  for  the  acts  or  negligence  of  the 
agent  so  selected. 

^Uustratums, 

(a.)  A.  directs  B.  to  buy  and  ship  a  cargo  of  indigo  for  him,  and  to  have  the  cargo  properly  insured.  B. 
employs  an  insurance  broker  of  good  reputation,  who  effects  an  insurance  on  the  cargo.  The  ship,  having 
the  cargo  on  board,  is  lost ;  but  owing  to  the  omission  of  some  usual  stipulations  in  the  policy  of  as- 
surance, the  underwriters  refuse  to  pay  the  sum  insured.  B.  is  not  responsible  to  A.  for  the  loss,  but  the 
insurance  broker  is. 

(6.)  B.,  the  agent  of  A.,  employs  an  auctioneer  in  good  credit  to  sell  goods  of  A.,  and  allows  the  auc- 
tioneer to  receive  the  proceeds  of  the  sale.  The  auctioneer  afterwards  becomes  Insolvent,  without  having 
accounted  for  the  proceeds.    B.  is  not  responsible  to  A.  for  the  proceeds. 


191.  An  agent  is  bound  to  conduct  the  business  of  his  principal  according  to  the  direc-  Agent's  duty  fai « 
tions  given  by  the  principal,  or,  in  the  absence  of  any  such  directions,  according  to  the  ^^!^^  principal's 
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PAPERS  RELATING  TO 


Skill  and  diligenee 
required  from  agent 


custom  which  prevails  in  doing  business  of  the  same  kind.  When  the  agent  adopts  a 
different  course,  if  any  loss  be  sustained,  he  must  make  it  good  to  his  principid,  and  tf  any 
profit  accrues  he  must  account  for  it 

lUustraHoni. 

(a.)  A ,  an  agent  engaged  in  carrying  on  for  B.  a  bneineas  in  which  it  is  the  custom  to  infest  fe>m 
time  to  time  at  interest  the  monies  which  may  be  in  hand,  omits  to  make  such  investment.  A.  niut 
make  good  to  the  principal  the  interest  usually  obtained  by  such  investments. 

(*.)  B.,  a  broker,  in  whose  business  it  b  not  the  custom  to  sell  od  credit,  sells  goods  of  A.  on  credit  to 
C,  whose  credit  at  the  time  was  very  high.  C,  before  payment,  becomes  insolvent  B  must  make 
good  the  loss  to  A. 

192.  An  agent  is  bound  to  conduct  the  business  of  the  agency  with  as  much  skill  as  is 
generally  possessed  by  persons  engaged  in  similar  business,  unless  the  principal  has  notice 
of  his  want  of  skill.  The  agent  is  always  bound  to  act  with  diligeme,  and  to  use  such 
skill  as  he  possesses ;  and  to  make  compensation  to  his  principal  in  respect  of  the  direct 
consequences  of  his  own  neglect,  want  of  skill,  or  misconduct,  but  not  in  respect  of  lessor 
damage  which  are  indirectfy  or  remotely  caused  by  such  neglect,  want  of  skill,  or  mis- 
conduct. 

lustrations, 

(a,)  A.,  a  merchant  in  Calcutta,  has  an  agent  B.  in  London,  to  whom  a  large  sum  of  money  is  paidoa 
A.'s  account.  B.  impro{>erly  retains  the  money  for  a  considerable  time.  A.,  in  consequence  of  not  receiT- 
ing  the  money,  becomes  insolvent.  B.  is  liable  for  the  money  and  interest  from  the  day  on  which  it  ougfai 
to  have  been  paid,  according  to  the  usual  rate,  but  not  farther. 

(b,)  A.,  an  agent  for  the  sale  of  goods,  having  authority  to  sell  on  credit,  sells  to  B.,  on  credit,  without 
making  the  proper  and  usaal  inquiries  aa  to  the  solvency  of  B.  B.,  at  the  time  of  sndi  sale,  is  InsolvtBt* 
A.  must  make  compensation  to  his  nrincipal  in  respect  of  any  loss  thereby  sustained. 

(c.)  A.,  an  insurance  broker  employed  by  B.  to  effect  an  insurance  on  a  ship,  omits  to  see  that  the  usual 
clauses  are  inserted  in  the  policy.  The  ship  is  afterwards  lost.  In  consequence  of  the  omission  of  the 
clauses  nothing  can  be  recovered  from  the  nnaerwriters.    A.  is  bound  to  Hiake  good  the  lose  to  B. 

(d,)  A.,  a  merchant  in  England,  directs  B.,  his  agent  at  Bombay,  to  send  him  100  bales  of  ootton  bji 
certain  ship.  B.,  having  it  in  his  power  to  send  the  cotton,  omits  to  do  so.  The  ship  arrives  safely  in 
England.  Soon  after  her  arrival  the  price  of  cotton  jrises.  B.  is  bound  to  make  good  to  A.  the  profit 
which  he  might  have  made  by  the  100  bales  of  cotton  at  the  time  the  ship  amved,  but  not  any  pront  hi 
might  have  made  by  the  subsequent  rise. 


Agent's  aooounts. 

Agttf 8  daty  to 
oomniuDleale  wUib 
prineipeL 

Agent  dealing  on  hfi 
ownaocooBtin  busi- 
ness ofagen^wkhoHt 
principal's  consent 


193.  An  agent  is  bound  to  render  proper  accounts  to  hta  principal  on  demand, 

194.  It  is  the  duty  of  an  agent  in  cases  of  difficulty  to  use  all  reasonable  diligence  in 
communicating  with  bis  principal,  and  in  seeking  to  obtain  his  instractioiis. 

195.  If  a  person  who  is  an  agent  deals  on  his  own  account  in  the  business  of  the  agency 
without  first  obtaining  the  consent  of  the  principal,  and  acquainting  him  with  all  material 
circumstances  which  have  come  to  his  own  knowlecli^e  on  the  subject,  the  principal  is  at 
liberty,  on  discovering  such  circumstances,  either  to  adopt  or  to  repudiate  the  transaction. 

IUut$ratiang. 

(a.)  A.  dhrects  B.  to  sell  A.'s  estate.  B.  buys  the  estate  for  himself  in  the  name  of  C.  A.,  on  disooTeriif 
that  B.  has  bought  the  estate  for  himself,  may  either  repudiate  or  adopt  the  sale  at  his  option. 

(6.)  A.  directs  B.  to  sell  A.'s  estate.  B.  on  looking  at  the  estate  before  selling  it,  finds  a  mine  on  the 
estate  which  is  unknown  to  A.  B.  informs  A.  that  he  wi^es  to  buy  the  estate  for  himself,  but  conceals  the 
discovery  of  the  mine.  A.  allows  B.  to  buy,  in  ignorance  of  the  existence  of  the  mine.  A.,  on  discoYeriiig 
that  B.  Knew  of  the  mine  at  the  time  be  bought  the  estate,  may  either  repudiate  or  adopt  the  sale  at  hii 
option. 

Agent  dealing  on  his         1^^-  An  agent  dealing  on   his  own  account  with   his  principal  in  the  business  of  the 
own  accoont  with         agency  is  not  entitled  to  any  remuneration  as  auent,  notuith^tahding  tliat  the  principal 
£S^oi?'^t^tSl  S:  -<^-P^«  the  transaction, 
remmieration.  Illustration. 

A.  agrees  that  if  B.  will  find  a  purchaser  for  his  land  in  Bombay  at  two  rupees  a  yard,  A.  ^'^^^,^7*5 
five  per  cent,  commission.  B.  afterwards  buys  on  his  own  account,  and  A.  adopts  the  contract.  B.  um 
entitled  to  any  commission. 

Principal's  right  to  1^7.  If  an  agent  without  the  knov\  ledge  of  his  principal  deals  in  ihe  business  of  the 

benefit  gained  l^  agent  agency  on  bis  own  account  instead  of  on  account  of  his  piincipal,  the  principal  is  entitled 
deaUng  on  hit  own        ^^^  claim  from  the  auent  jhw  benefit  which  may  have  resulted  to  him  from  the  transaction, 
accoant  in  business  of  o  j 

•gcncy,  -  niuMtration. 

A.  directs  B.  to  buy  a  certain  house  for  him.  B.  tells  A.  it  cannot  be  bought,  and  buys  the  house  for 
himself.  A.  may,  on 'discovering  that  B.  has  bought  the  house,  compel  him  to  sell  it  to  A.  at  the  pries  he 
gave  for  it. 

Agent's  right  of  retainer       198.  An  agent  mav  retain,  out  of  any  sums  received  on  account  of  the  principal  in  the 
ont  of  snms  rccrfrcd      business  of  the  agency,  all  monies  due  to  himself  in  respect  of  advances  made  or  expeafics 
on  principal's  acconnt.  Jneurred  by  him  in  conducting  such  business,  and  also  such  remuneration  as  may  be  pay- 
able to  him  for  acting  as  agent. 


.Agent's  dntj  to  pay 
sums  reoehred  for 
principal. 


199.  Subject  to  such  deductions,  the  agent  is  bound  to  pay  to  his  principal  all  snms 

received  on  his  account. 
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200.  In  the  absence  of  any  agreement  to  the  contrary,  remuneration  in  respect  of  the  ^^^  •genVu  renm. 
performance  of  any  act  is  not  due  to  the  agent  until  the  completion  of  such  act.  neratlon  becomes  doe. 

201.  An  agent  who  is  guilty  of  gross  misconduct  in  the  business  of  the  agency,  is  not  MiMondnot  disentiUet 
entitled  to  any  reuiuneration  in  respect  of  that  part  of  the  business' which  has  been  so  mis-  *^^  ^  remuncrrtion. 
conducted. 

(a.)  A.  employs  B.  to  recover  1,00,000  mpees  from  C.  and  lay  it  out  on  good  Beonrity.  B.  recovers  the 
1,00,000  rupees  and  lays  out  90,000  rupees  on  good  security,  but  lays  out  10,000  rupees  on  insufficient 
•eeurity,  whereby  A«  loses  2,000  raphes.  B.  is  entitled  to  remunemtion  fbr  rscovsring  um  1,00,000  rupees, 
and  for  investing  the  90,000  rupees.  He  is  not  entitled  to  any  lemaneration  for  investuig  the  10^000  nipMi, 
and  he  must  make  good  the  2,000  rupees  to  B. 

(b,)  A.  employs  B.  to  recover  1,000  rupees  from  C.  Through  B's  misconduct  the  money  is  not  received. 
B.  is  entitled  to  no  remuneration  for  his  services,  and  must  make  good  the  loss. 

202.  In  the  absence  of  any  agreement  to  the  contrary,  an  agent  is  entitled  to  retain  ifcoesllen  on 
go*>d«,  papers,  and  other  property  of  the  principal  received  by  him,  until  the  amount  due  to  P^'sfoodami 
himself  for  commission,  disbursements,  and  sevices  in  respect  of  the  same  has  been  paid  or 
accounted  for  to  him. 

Bati/lcaiion. 

a08.  Where  acts  are  done  by  one  person  on  behalf  of  another,  but  without  bis  know*  Effect  of  mtlfioailoiK 
ledge,  he  may  elect  to  ratify  or  to  disown  such  acts.     If  he  ratify  them,  the  same  effects 
will  follow  as  if  they  had  been  performed  by  his  authority. 

204.  Ratification  may  be  expressed  or   may  be  implied  in  the  conduct  of  the  person  on  Ratification  may  be 
whose  behalf  the  acts  are  done.  txpretsed  or  hnpiied. 

lUuiiration, 

A.  without  authority  buys  ffoods  for  B.  Afterwards  Bw  sells  them  to  C.  on  hb  own  account.  B.'s 
conduct  implies  a  ratification  of  the  purchase  made  for  him  by  A. 

205.  No  valid  ratification  can  be  made  by  a  person  whose  knowledge  of  the  facts  of  the  Knowledge  reqniilie  «x 
case  is  materially  defective.  vtiid  ratification. 

206.  A  person  ratifying  any  unauthorised  act  done  on  his  behalf  ratifies  the  whole  of  the  Effect  of  ratifybg 

transaction  of  which  such  act  formed  a  part.  jMuthoriMdactfomi- 

'^  hag  part  of  a  traniac- 

207.  An  act  done  without  authority,  which,  if  done  with  authority,  would  have  the  effect  i^ISfioatlonofmi. 
of  subjecting  a  third   person  to  dumage  or  of  terminating  any  right  or  interest  of  a  third  anUioriied  act  cannot 
person,  cannot  by  ratification  be  made  to  have  such  effect.  injore  third  penon. 

lUustrattcm, 

(a.)  A.,  an  unauthorized  person,  requires  on  account  of  B.,  the  owner  of  a  chattel,  the  delivery  of  the 
chattel  to  B.  This  demand  cannot  be  ratified  by  B.  so  as  to  make  the  holder  liable  for  damages  fbr 
default. 

(6.)  A.  holds  a  lease  from  B.  terminable  on  three  months'  notice.  C,  an  unauthorised  person,  gives 
notice  of  termination  to  A.    The  notice  connot  be  ratified  so  as  to  be  binding  on  A. 

208.  Any  notice  given  to  or  information  obtained  by  the  agent,  provided  it  be  given  or  Consequences  of 
obtained  in  the  course  of  the  business  transacted  by  him  for  the  principal,  shall,  as  between  notice  given  to  agent, 
the  principal  and  third  parties,  have  the  same  legal  consequence  as  if  it  had  been  given  to 

or  obtained  by  the  principal. 

IBuitraiiaM* 

(a.)  A.  is  employed  by  B.  to  buy  certain  goods  from  C,  and  buys  them  accordingly.  In  the  course  of 
the  treatv  for  the  sale  A.  learns  that  the  goods  really  belonged  to  D.,  but  B.  is  ignorant  of  that  fact  B.  is 
not  entitled  to  set  o£P  a  debt  owing  to  him  from  C.  against  the  pric6  of  the  goods. 

(h.)  A.  is  employed  by  B.  to  buy  goods  from  C.  A.  was,  before  he  was  so  employed,  a  servant  of  C,  and 
then  learnt  that  the  goods  really  belonged  to  D.,  but  B.  is  ignorant  of  that  fact.  In  spite  of  the  knowledge 
of  his  agent,  B.  may  set  o£f  against  the  price  of  the  goods  a  debt  owing  to  him  from  C. 

209.  In  the  absence  of  any  agreement  to  the  contrary,  an  agent  cannot  personaUy  enforce  Agent  cannot  per- 
contracts  entered  into  by  him  on  behalf  of  his  principal,  nor  is  he  personally  bound  by  ■onaUy  enforce  nor  be 
fh^^m^  boimd  br  contracts  on 

behalf  or  principal. 
Implication  of  agree- 
Explanation. — Such  an  agreement  may  be  implied  in  the  following  cases : —  "^^  ^  contrary. 

(l.)  Where  the  contract  is  made  by  an  agent  for  the  sale  or  purchase  of  goods  for  a 
merchant  resident  abroad. 

(2.)  Where  the  agent  does  not  disclose  the  name  of  his  principal. 

(3.)  Where  the  principal,  though  disclose  d,  cannot  be  sued. 

210.  Where  one  man  enters  into  an  engagement  by  contract  with  another,  having  no  Performance  of  con- 
knowledge  or  reasonable  ground  of  suspicion  that  the  other  is  an  agent,  the  principal,  if  he  tract  with  agent  rap- 
reauires  the  performance  of  the  engagement,  c«n  only  obtain  it,  subject  to  the  rights  and  I»^tobeprindpal. 
obligations  subsisting  between  tlie  agent  and  the  other  party  to  the  contract. 
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PAPERS  RELATING  TO 


lUustralion, 

A.,  who  owes  500  rupees  to  B.,  sells  1,000  rupees'  worth  of  rice  to  B.  A.  is  acting  as  agent  for  C.  in  thi 
transaction,  but  B.  has  no  knowledge  nor  reasonable  ground  of  suspicion  that  such  is  the  case.  C.  caimot 
compel  B.  to  take  the  rice  without  allowing  him  to  set  off  A.'s  debt. 

Prindpd's  liability  211.  In  cases  where  the  agent  i^  personally  liable,  a  person  dealing  wkh  him  may  hold 

^w,  agoit  personaUy  either  him  or  his  principal,  or  both  of  them,  liable. 

Illustration, 

A,  enters  into  a  oontnct  with  B*  to  sell  him  100  bales  of  cotton,  and  afterwards  diacoyers  that  B.  wu 
acting  aa  agent  for  C*    A.  may  sue  either  B.  or  C,  or  both,  for  the  price  of  the  cotton. 


Consequence  of  mdiH  212.  A  person  who  enters  into  a  contract  with  an  agent,  if  he  afterwards  induces  the 
dng  agent  or  prindpal  agent  to  do  any  act  in  the  belief  that  the  principal  will  be  held  exclusively  liable  on  the 
>inSiSar^i!^^  contract,  cannot  hold  the  agent  liable;  and  in  like  manner  if  he  induces  theprincpal todo 
beheld ezchutvdy  Any  act  in  the  belief  that  Uie  agent  will  be  held  exclusively  liable,  he  cannot  hold  the  prin- 
li«bl«.  CI  pal  liable. 

Illustration. 

A.,  in  Bombay,  agrees  aa  agent  for  B.,  a  merchant  in  London,  to  buy  100  bales  of  cotton  from  C.  C. 
intimates  to  B.  that  ne  intends  to  hold  A.  exclusively  liable  for  the  price  of  the  cotton,  and  B.  relymg  upoa 
this  intimation  settles  his  account  with  A.,  giving  A.  credit  for  the  price  of  the  cotton.  A.  afterwirdi 
becomes  bankrupt  without  having  paid  the  price  of  the  cotton  to  C.  C.  cannot  hold  B.  liable  for  the  piioe 
of  the  cotton. 


Liability  of  pretended 
agent 


Person  falsely  con- 
tractiDg  as  agent,  not 
entitled  to  perform- 


Liability  of  principal 
indudng  I^elief  that 
agent's  unauthoriied 
acts  were  authorized. 


Ship-master's  au- 
thority to  sign  bill  bf 
lading. 

Master's  liability  for 
injuries  caused  by  his 
•ervmt* 


Enployer^  respon- 
■ibiUty  for  injuries 
caused  to  third  person 
in  doing  lawfid  act. 


213.  A  person  untruly  representing  himself  to  be  the  authorised  agent  of  another,  and 
thereby  inducing  a  third  ,  j^r^on  to  deal  with  him  as  such  agent,  is  liable,  if  his  supposed 
employer  does  not  ratify  his  acts,  to  make  compensation  to  the  other,  according  to  the  rulei 
laid  down  in  the  chapter  on  contracts,  section  60,  in  ie>pect  of  any  loss  or  damage  whid 
he  has  incurred  by  so  dealing. 

214.  A  person  with  whom  a  contract  has  been  entered  mto  in  the  character  of  agent  is 
not  entitled  to  require  ihe  performance  of  it,  if  he  was  in  reality  acting  not  as  agent,"buton 
his  own  account. 

216.  When  an  acent  has  without  authority  done  acts  or  incurred  obligations  to  third 
persons  on  behalf  of  his  principal,  the  principal  is  bound  by  such  acts  or  obligations,  if  he 
had  by  his  words  or  conduct  induced  such  persons  to  believe  that  such  acts  and  obligation! 
were  within  the  scope  of  the  agent's  authority. 

Illustrations, 

(a.)  A.  consigns  goods  to  B.  for  sale^and  gives  him  verbal  instructions  not  to  sell  under  a  fixed  price.  C. 
being  ignorant  of  B.'s  instructions  enters  into  an  agreement  with  B.  to  buy  the  goods  at  price  lower  than  the 
reserved  price.    A.  is  bound  by  the  agreement. 

(6.)  A.  knows  that  B.  is  an  agent  of  C,  and  acting  under  written  instructions  from  C,  but  makes  an 
agreement  with  B.,  as  C.'s  agent,  without  asking  to  see  the  instructions.  The  terms  of  the  agreemeDt  in 
contrary  to  the  instructions.    C.  is  not  bound  by  the  agreement. 

216.  The  master  of  a  ship  has  not,  as  such,  any  authority  to  sign  bills  of  lading  without 
receiving  the  goods  to  which  they  refer. 

217.  A  roaster  is  bound  to  make  compensation  to  third  persona  for  injuries  caused  by  the 
negligence  or  unskilfulness  of  his  servant  acting  as  such,  but  not  for  his  wilful  miscooduct. 

lUustrtttions, 

(a.)  A.'s  coachman,  driving  A.'s  carriage  on  A.'s  business,  strikes  B.*8  horses,  not  wantonly,  but  in  order 
to  extricate  himself  from  a  difficulty,  and  causea  the  horses  to  run  away,  in  consequence  of  which  E'l 
carriaee  is  overturned  and  broken.  A.  is  liable  to  make  compensation  to  B.  in  respect  of  the  loss  or  damage 
causea  to  him  by  the  breaking  of  the  carriage. 

(6.)  A.'s  coachman,  driving  A.'s  coacl^  on  A.'s  business,  wantonly  strikes  B.'s  horses,  which  run  awsy,ii 
€onsequ4  nee  of  which  B.'s  carriage  is  overturned  and  broken.  A.  is  not,  but  his  coachman  is,  liable  to  JDsk» 
compensation  to  B.  in  respect  of  the  loss  or  damage  caused  to  him  by  the  breaking  of  the  carriage. 

(c.)  The  commander  or  A.'s  ship,  navigating  the  ship  on  A.'s  business,  through  negligence  runs  overB.'i 
boat.    A.  is  liable  to  make  compensation  to  B.  in  respect  of  loss  or  damage  caused  to  him  thereby. 

(d,)  The  commander  of  A.'s  ship,  navigatine  the  ship  on  A.'s  business,  intentionally  runs  over  B.'s  hott 
A.  is  not,  but  the  commander  is,  liable  to  ma^e  compensation  to  B.  in  respect  of  loss  or  danoage  caosedto 
him  thereby. 

(«.)  A.'s  coachman  driving  A.'s  coach,  but  not  on  A.'s  business,  through  negligence  runs  over  B.,  who 
thereby  sustains  severe  bodily  injury.  A.  is  not,  but  the  coachman  is,  liable  to  make  compensation  to  Eii 
respect  of  such  injury. 

(/.)  A.  employs  B.  to  act  as  conductor  of  his  omnibus.  C.  enters  the  omnibus,  and  having  Ubsm 
improperly  there,  is  removed  by  B.  with  unnecessary  violence.  In  consequence  of  B.'s  violence  C.  ii 
seriously  injured.  A.  is  not,  but  B.  is,  liable  to  make  compensation  to  C.  in  respect  of  the  effects  of  such 
injury.  . 

(^.)  A.  was  in  the  habit  of  buying  com  and  directing  the  vendor  to  deliver  it  at  B.'s  wharf,  and  of  pajuf 
for  the  com  on  the  production  of  the  receipt  of  B.  or  his  servant.  B.'s  servant,  whose  duty  it  was  to  receiw 
the  com,  and  give  receipts  for  it  on  behalf  of  B.,  gave  C.  a  receipt  for  corn  that  had  never  been  delivered,  sm 
thus  enabled  U.  to  obtain  money  from  A.  B.  is  not  liable  to  inake  compensation  to  A.  in  respect  of  theks 
caused  to  him  by  the  conduct  of  B.'s  servant. 

218.  A  person  who  employs  another  to  do  a  lawful  act,  otherwise  than  as  a  servant,  is  not 
responsible  for  injuiies  caused  to  third  persons  in  the  doing  of*  that  act  by  the  nedigenceor 
unskilfulness  of  the  person  employed,  except  in  any  case  where  the  injuries  may  bave  been 
caused  by  conduct  which  the  employer  had  authorised  or  adopted* 
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(a.)  A.  employs  B,,  a  builder,  to  pull  down  and  rebuild  A.*8  house.  In  consequence  of  the  negligence  of 
B.'s  workmen  in  pulling  down  the  house,  the  front  of  O.'s  house,  which  adjoins  A.%  falls  down.  A.  is  not 
liable  to  make  good  the  loss  to  C,  but  B.  is. 

(6.)  A.  employs  B.,  a  builder,  to  execute  certain  alterations  in  a  house,  including  the  preparation  and 
fixing  of  gas  fittings.  B.  makes  a  sub-contract  with  C,  a  gas-fitter,  to  execute  this  part  of  the  work.  D. 
is  injured  by  an  explosion  of  gas,  caused  by  C.'s  negligence.  C  is,  but  A.  and  B.  are  not,  liable  to  make 
Gompensation  to  D.  in  respect  of  such  injury. 

219.  A  person  who  is  bound  to  do  any  act  is  responsible  for  all  injunes  arising  from  the 
non-performance  of  such  act,  although  he  may  have  employed  another  to  doit. 

lUustratUms. 

(a.)  A.  is  bound  to  repair  the  wall  of  his  house,  which  is  in  a  dangerous  state.  He  employs  B.  to  repair 
it.  B.  omits  to  do  so.  The  wall  falls  down ;  and  in  doing  so  draws  with  it  a  part  of  an  adjoining  house 
belonging  to  C.    A.  is  liable  to  make  good  the  loss  to  C. 

(&.)  A«  is  bound  to  cover  in  a  drain  in  front  of  his  house,  and  employs  B.  to  do  so.  B.  neglects  to  cover 
in  the  drain ;  in  consequence  of  B.'s  negligence  C.  falls  into  tlie  drain,  and  is  hurt.  A.  must  make  com- 
pensation to  C. 

220.  A  person  employing  another  to  do  any  act  is  bound  to  make  compensation  to  third 
persons  in  respect  of  injuries  caused  directly  by  such  act. 

Exception.—Where  two  persons  are  engaged  as  agents  or  servants  to  the  same  master 
for  a  common  object,  the  master  is  not  bound  to  make  compensation  to  one  servant  in 
respect  of  loss  or  damage  arising  from  the  misconduct,  negligence,  or  want  of  skill  of  the 
other,  unless  he  neglected  to  use  ordinary  care  in  the  selection  of  the  servant  who  has  caused 
the  injuries. 

lUustratiotu. 

(a.)  A.  employs  B.  to  build  a  house  according  to  a  particular  plan.  The  house  cannot  be  built  without 
obscuring  the  lights  of  a  neighbour's  house.  The  house  is  built  accordingly.  A.  is  liable  to  make  good  the 
loss  or  damage  tnereby  sustained  by  the  neighbour. 

(b,)  The  guard  of  a  train  is  injured  through  the  neglect  of  the  plate-layers  to  keep  the  line  in  proper 
oraer.    Ordinary  care  had  been  used  in  the  selection  of  the  plate-layers.    *"' 


Besponsibility  for 
injuriei  arising  from 
Don-performance  of 
act  which  a  penon  Is 
bound  to  do. 


Compensation  for 
usuries  canted  by  act 
of  pericm  employed  to 
do  the  act 
Master's  liability  for 
injury  to  one  seirsnt  by 
mitoondact,  0cc.,  of 
another. 


to  indemnify  the  guard. 


The  railway  company  is  not  liable 


221.  The  master  must  make  compensation  to  his  agent  or  servant  in  respect  of  injury 
caused  to  such  agent  or  servant  by  the  master's  neglect  or  want  of  skill. 

Illustration* 

A.  emplovs  B.  as  a  bricklayer  in  building  a  house,  and  puts  up  the  scaffolding  himself.    The  scaffolding 
is  unskilfully  put  up,  and  B.  is  in  consequence  hurt.    A*  must  make  compensation  to  B. 


Compensstion  to 
agent  for  ii^tiry  caused 
by  principal's  neglect. 


Profit  resulting  from 
agent's  fraud. 

Agent's  responsibility 
for  injuries  arising 
from  neglect. 


222.  The  principal  cannot  retain  any  profit  resulting  from  the  fraud  of  his  agent,  although 
such  fraud  have  beea  unauthorised  by  or  unknown  to  the  princi[>al. 

223.  An  agent  is  not  responsible  to  third  persons  for  injuries  to  them  arising  from  his 
neglect  of  duty,  but  he  his  bound  to  make  compensation  to  his  employer  in  respect  of  all 
sums  properly  paid  by  him  on  account  of  such  injuries. 

Illustration. 

A.  is  bound  to  cover  in  a  drain  in  front  of  his  house,  and  employs  B.  to  do  so.  B  neglects  to  cover  in  the 
drain  ;  in  consequence  of  B.'s  n^ligence,  C.  falls  into  the  drain,  and  is  hurt.  B.  is  not  liable  to  make 
compensation  to  C. ;  but  B.  must  make  compezisation  to  A.  in  respect  of  any  compensation  which  A.  has 
been  compelled  to  make  to  C. 

224.  An  agent  is  ia  all  cases  responsible  to  third  persons  for  wrongful  acts  d(me  by  him,    Agent's  responsibility 
though  such  acis  may  have  been  previously  commanded  or  subsequently  ratified  by  his   '®^  wrongful  acts, 
employer. 


Termination  of  agency. 


226.  An  agency  is  terminated  by  the  principal  revoking  his  authority  or  by  the  agent 
renouncing  the  business  of  the  agency,  or  by  the  business  of  the  agency  being  completed,  or 
by  either  the  principal  or  agent  dying  or  becoming  of  unsound  mind  :  or  by  the  principal 
being  adjudicated  an  insolvent  under  the  provisions  of  any  Act  for  the  time  being  in  force 
for  the  relief  of  insolvent  debtors. 

226.  Where  the  agent  has  himself  an  interest  in  the  property  which  forms  the  object-  Where  agency  is 
matter  of  the  agency,  the  agency  cannot  be  terminated  to  the  prejudice  of  such  interest.  coupled  with  an 


Illustrations* 


Interait. 


to  sell  the  cotton,  and  to  repay  out  of  the  price  the  amount  of  his  own  advances.    A.  cannot  revoke  this 
authority,  nor  is  it  terminated  by  his  insanity  or  death. 

227.  The  prbcipal  may  (save  as  is  otherwise  provided  by  the  last  preceding  section)  Rerocation  of  agent's 
revoke  the  authority  given  to  his  agent  at  any  time  before  the  authority  has  been  exercised  authority. 
80  as  to  bind  the  principaL 

239*  L  228.  The 
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PAPERS  RELATING  TO 


BcTocttion  where 
authority  hai  been 
partly  exerdted. 


228.  The  principal  cannot  revoke  ihe  authority  given  to  his  agent  after  the  authority  has 
been  partly  exercised^  so  far  as  re,4&rds  such  acts  and  obligations  as  arise  from  acts  already 
done  in  the  agency. 


lUuitratums. 


(a.)  A. 


.  authorizes  B.  to  bay  1,000  bales  of  cotton  on  account  of  A.,  and  to  pay  for  it  out  of  A/i 
remaininf^  in  his  hands.  B.  buys  1 ,000  bales  of  cotton  in  his  own  name,  so  as  to  make  himself  pe 
liable  for  the  price.    A.  cannot  revoke  his  authority  so  far  as  regards  payment  for  the  cottoo. 


smoQui 
persQittUj 


(6.)  A.  authorises  B.  to  buy  1,000  bales  of  cotton  on  account  of  A.,  and  to  pay  for  it  out  of  A-'s  moniet 
maining  in  B/s  hands.    B.  buys  1,000  bales  of  cotton  in  A.'s  name,  and  so  as  not  to  render  himidf 


remaining 

pei'sonally  liable  for  the  price. 


A.  can  revoke  B.'s  authoriry  to  pay  ior  the  cotton. 


Compensitioa  for 
verocation  or  reiwncia- 


Kotice  of  rerocation  or 
icnundation. 


BevopitioB  and 

renuDciation  may  be 
expreisod  or  implied. 


229.  If  it  has  been  agreed  expressly  or  by  implication  that  the  agency  should  be  c^- 
tinued  for  any  period  of  time,  the  principal  must  make  compensation  lo  the  agent,  or  ihe 
jigeni  to  the  principal,  as  the  case  may  be,  for  any  previous  revocation  or  renunciatiou  of  the 
agency  witliout  sufficient  cause. 

280.  Reasonable  notice  must  be  given  of  such  revocation  or  renunciation,  or  the  damage 
thereby  resulting  to  the  principal  or  the  agent,  as  the  case  may  be,  must  be  made  good  to 
him  by  the  other. 

231.  Revocation  and  renunciat'on  may  be  expressed,  or  may  be  implied  in  the  conduct 
of  the  principal  or  agent  respectively. 


A.  empowers  B.  to  let  A.'s  house, 
authority. 


lUuitratum, 
Afterwards  A.  lets  it  himself.    This  is  an  implied  reyocation  of  B/i 


When  termination  of  232.  The  terminati<m  of  the  authority  of  an  agent  does  not,  so  far  as  regards  the  agent, 

i^f I  antkority  takes  take  effect  before   it  becomes  known  to  him,  or,  so  far  as  regards  third  persons,  before  ii 


becomes  know  to  them. 


IliuMratumt. 


(a.)  A.  directs  B.  to  sell  goods  for  him,  and  agrees  to  giye  B.  2  per  cent,  commission  on  the  price  fetched 
by  the  goods.  A.  afterwards  by  letter  reyokes  liis  authority  B.,  after  the  letter  is  sent,  but  be&re  be 
receives  it,  sells  the  goods  for  100  rupees.  The  sale  is  binding  on  A.,  and  B.  b  entitled  to  2  rupees  as  hb 
commission. 

(b.)  A.,  at  Madras,  by  letter  directs  B.  to  sell  some  cotton  lying  in  a  warehouse  in  Bombay  for  him, and 
afterwards  by  letter  revokes  his  authority  to  sell,  and  directs  B.  to  send  the  cotton  to  Madras.  B.  after 
receiving  the  second  letter  enters  into  a  contract  with  C,  who  knows  of  the  first  letter,  but  not  of  theseooid, 
for  the  sale  to  him  of  the  cotton.  C.  pays  B.  the  money,  with  which  B.  absconds.  The  contract  i&biading 
on  A. 


Agent's  duty  on 
termination  of  sgency 
hy  principal's  death  or 
insanity. 


Termination  of  snb- 
fsaatibority. 


238.  When  an  agency  is  terminated  by  tlje  principal  dying  or  becoming  of  unsound  mind 
the  agent  is  bound  to  take  all  reasonable  steps  for  the  protection  and  preservatii)Q  of  tlie 
interest  intrusted  to  him. 

JlhutreHmti. 

(a.)  A.,  in  London,  consigns  to  his  agent  B.-,  at  Calcutta,  for  sale,  a  cargo  of  porcelain.  A.  dies.  B.'i 
duty,  under  ordinary  ciroamstances,  is  to  warhouse  and  retain  the  porcelain. 

(h.)  A^  in  New  York,  consigns  to  B.,  in  Calcutta,  for  sale,  a  cargo  of  ice.  A.  dies.  It  is  B.*8  duty  to  ad 
the  ioe  as  soon  as  poasible. 

234.  The  termination  of  the  authority  of  an  agent  causes  the  termination  of  the  authority 
of  all  sub-agents  appointed  by  him,  subject  to  the  rules  faei^  contained  regarding  (he 
termination  of  an  agent's  authority. 


PART  VIII.— Op  Pabthbhship. 

« Partnership 'defined.  236.  Partnership  is  the  relation  which  subsists  between  persons  who  hare  agi«edto 
combii^e  their  property,  labour,  or  skill  in  some  business,  and  to  share  tlie  profits  thereof 
between  them. 

<  Firm 'defined.  Persons  who  have  entered  into  partnership  with  one  another  are  called  collectively* 

firm. 

JUusirations. 

(a.)  A.  and  B.  buy  100  hales  of  cotton,  which  they  agree  to  sell  for  their  joint  profit ;  A.  and  B.  «• 
partners  in  respect  of  such  cottton. 

(5.)  A.  and  B.  buy  100  bales  of  cotton,  agreeing  to  share  it  between  them.    A.  and  B.  are  not  pirtncis. 

(c.)  A  aflT^es  with  B^  a  goldsmith,  to  buy  and  furnish  gold  to  B.,  to  be  worked  up  by  him  and  sold,  m 
that  they  snail  share  in  the  profits.    A.  and  B.  are  partners. 

(d.)  A.  and  B.  agree  to  w<nk  together  aa  eaipenteia,  but  that  A.  shall  i^eoaire  all  piofite,and8hiflp»/ 
wages  to  B.    A.  and  B.  are  not  partners. 

(«.)  A.  and  B.  are  joint  owners  of  a  ahip.    This  dreomstanoe  does  not  make  Umn  potaaxs. 
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286.  A  loan  to  a  person  engaged  or  about  to  engage  in  any  trade  or  undertakinc:  upon  a  ^^^^^^^  Pf„^ 

contract  with  such  person,  that  the  lender  shall  receive  interest  at  a  rate  varying  with  the  for  .hare  of  profits, 
profits,  or  that  he  shall  receive  a  share  of  the  profits,  does  not,  of  itself,  constitute  the  lender 
a  partner,  or  render  him  responsible  as  such. 

237    In  the  absence  of  any  agreement  to  the  contrary,  property  left  by  a  retiring  partner  Property  left  in 

or  the'iepreseniative  of  a  deceased  partner  to  be  used  in  the  business,  is  to  be  considered  a  Jjl^^^'arcSluS 

loan  within  the  meaning  of  the  last  preceding  section.  partner'irepreMnt»- 

j    .  tive. 

288.  No  contract  for  the  nmuneration  of  a  servant  or  agent  of  any  person  engaged  in  contract  for  serrant'i 

any  trade  or  undertaing  by  a  share  of  the  profits  of  such  trade  or  undertaking  shvill,  of  remuneration  by  ihare 

itself,  render  such  servant  or  agei.t  responsible  as  a  partner  therein,  nor  give  him  the  rights  of  profits, 
of  a  partner. 

239.  No  person  being  a  widow  or  child  of  a  deceased  partner  of  a  trader,  aud  receiving  Annuity  <mt  of  profits 
by  way  of  annuity  a  portion  of  the  profits  made  by  such  trader  in  his  business,  shall,  by  J^^^^^"^ 
reason  only  of  such  receipt,  be  deemed  to  be  a  partner  of  such  trader,  or  be  subject  to  any 

liabilities  incurred  by  him. 

240.  No  person  receiving  by  way  of  annuity  or  otherwise  a  portion  of  the  profits  of  any    ^^^^^'P^^J. 
business,  in  consideration  of  the  sale  by  him  of  the  good-will  of  such  business,  shall,  by  ^l^""^ 
reason  only  of  such  receipt,  be  deemed  to  be  a  paitner  of  the  person  carrying  on  such 

business,  or  be  subject  to  his  liabilities, 

241.  A  person  who  ha'*,  by  words  spoken  or  written,  or  by  his  conduct,  led  another  to   RcaponiibiUty  of 
believe  that  he  is  a  partner  in  a  particular  firm,  is  responsible  to  him  as  a  partner  in  such   SJ'S^JS,^^^  ||^^^ 

firm.  -  partner. 

242    Any  one  permitting  himself  to  be  represented  as  a  partner  is  liable  as  such  to  third  LUbUity  of  perwo 

persons  who,  on  the  faith  t&ereof,  give  credit  to  the  partnership.  CT^^^IIJ^s**' 

243*  A  person  who  is  under  the  age  of  majority,  according  to  the  laws  to  which  he  is  ^Jf*"*^"^^ 

subject,  may  be  admitted  to  the  benefite  of  parinership,  but  cannot  be  made  personally  Minor  partner, 
liable  for  any  obligation  of  tlie  firm  ;  but  the  snare  of  such  minor  in  the  property  of  the  firm 
is  liable  for  the  obligations  of  the  firm. 

244.  A  person  who  has  been  admitted  to  the  benefits  of  partnership  under  the  age  of  liability  of  minor 
majoritv,  becomes,  on  attaining  that  nge,  liable  for  all  obligations  incurred  by  the  partner-  P"?^'***  attaining 
ship  since  he  was  so  admitt^,  unless  he  gives  public  notice  within  a  reasonable  time  of  "^J^v* 

his  repudiation  of  the  partnership. 

245.  Every  partner  is  liable  for  all  debts  and  obligations  incurred  by  or  on  behalf  of  the  Purtner's  liability  for 
partnership.  *  debtaofpartnenhlp. 


246.  Every  parkier  is  liable  to  make  compensation  to  third  persons  in  respect  of  loss  or  Partner's  UabUity  to 
damage  arising  from  the  neglect  or  fraud  of  any  partner  in  the  management  of  the  business   ^^^'j^^^Jfr^^of 
of  the  firm.  co-partner. 

247.  Each  partner  who  does  any  act  necessary  for  or  nsually  done  in  carrying  on  the  Partner's  power  to 
business  of  such  a  partnership  as  that  of  which  he  is  a  member,  binds  his  co-partners  to  the  btttd  oo-partnen^ 
same  extent  as  if  he  were  their  agent  duly  appointed  for  that  purpose. 

Exception. — I  fit  has  been  agreed  between  the  partners  that  any  restriction  shall  be  placed 
upon  the  power  of  any  one  of  them,  no  act  done  in  contravention  of  such  agreement  sha'i 
bind  the  nrni  with  respect  to  persons  having  notice  of  such  agreement 

lHustraiums. 

(•.)  A.  and  B.  trade  in  partnership  ;  A,  residing  in  England,  and  B.  in  India.  A.  draws  a  bill  of  exchange 
in  the  name  of  the  firm.  B.  has  no  notice  of  the  Bill,  nor  is  he  at  all  interested  in  the  transaction.  The  firm 
18  liable  on  the  bill,  provided  the  holder  did  not  know  of  the  frand. 

(6.)  A.,  being  one  uf  a  firm  of  solicitors  and  attorneys,  draws  a  bill  of  exchange  in  the  name  of  the  firm 
without  authority.    The  other  partners  are  not  liable  on  the  bills. 

(c.)  A.  and  B.  cany  on  business  in  partnership  as  bankers :  a  sum  of  money  is  received  by  A.  on  behalf  of 
the  firm.  A.  does  not  inform  B.  of  such  payment,  and  afterwards  A.  appropriates  the  money  to  his  own 
uso.    The  partnership  is  liable  to  make  good  the  money. 

(d.)  A.,  a  partner,  takes  upon  him  to  agree  that  hb  firm  shall  submit  to  an  arbitration.  His  undertaking 
is  void. 

(e.)  A.  and  B.  are  partners.  A.,  with  the  intention  of  cheating  B.,  goes  to  a  shop  and  purchases  articles 
such  as  might  be  used  in  the  partnership  business,  which  he  concerts  to  his  own  separate  use,  there  being  no 
collusion  between  him  and  the  seller     The  firm  is  liable  for  the  price  of  the  goods. 

248.  Where  partners  have  by  agreement  regulated  and  defined  as  between  themselves   Annulment  of  agree- 
their  rights  and  obligations,  such  agreement  can  be  annulled  or  altered  only  by  consent  of  mentdefinbg partners* 
all  of  them,  whioli  consent  must  either  be  expressed  or  be  implied  from  a  uniform  course  of  ri«*»*»  "^^  o*>^*^«"»" 
dealing. 

fOuttratioH. 

A.,  B.,  and  C,  intending  to  enter  into  partnership,  execute  written  articles  of  agreement,  by  which  it  is 
stipulated  that  the  net  profits  arising  ftrom  the  partnership  business  shall  be  equally  divided  between  them. 
Anerwafds,  they  carry  on  the  partnership  business  for  many  ^rears,  A.  receiving  one- half  of  the  net  profits, 
and  the  other  half  being  dlrided  equally  oetween  B.  and  C.  without  any  remonstrance  on  their  part.  This 
course  of  dealing  Bupersedes  the  provision  in  the  articles  as  to  the  division  of  profits. 
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Genenlroledctermin-       249.  In  the  absence  of  any  ai5reement  to  the  contrary,  the  relations  of  the  partners  to 
Im  partner'!  mtttwd      each  Other  are  determined  by  the  following  rules  : — 

(1.)  All  partners  are  joint  owners  of  all  property  originally  brought  into  the  partner 
ship  stock,  or  boa<;ht  with  money  belonging  to  the  partnership,  or  acquired  for  purpose 
of  the  partnership  business.  All  such  property  is  ca'led  partnership  property.  Tbe 
share  of  each  partner  in  the  partnership  property  is  the  value  of  his  original  coutri- 
butioti,  increased  or  diminished  by  his  share  of  profit  or  loss. 

(2.)  All  partners  are  eniitled  to  share  equally  in  tlie  profits  of  the  partnership 
business,  and  must  contribute  equally  towards  the  losses  sustained  by  the  partnership. 

(3.)  Each  partner  has  a  right  to  take  part  in  the  management  of  the  partnership 
business. 

^4.)  Each  partner  is  bound  to  attend  diligently  to  the  business  of  the  partnership, 
and  is  not  entitled  to  any  remuneration  for  acting  in  such  business. 

(5.)  All  ordinary  matters  of  partnership  business  may  be  done  with  the  consent  of 
the  majority  of  the  partners  ;  but  no  change  in  the  nature  of  the  business  of  the  part- 
nership can  be  made,  except  with  the  consent  of  all  the  partners. 

,  (6.)  No  person  can  introduce  a  new  partner  into  a  firm  without  the  consent  of  all  tbe 
partners. 

(7.)  If,  from  any  cause  whatsoever,  any  memberof  a  partnership  ceases  to  be  so,  the 
parnership  is  dissolved  as  between  all  the  other  members. 

(8.)  Unless  the  partnership  has  been  entered  into  for  a  fixed  term,  any  parmer  may 
retire  frou)  it  at  any  time. 

(9.)  Where  a  partnership  has  been  entered  into  for  a  fixed  term,  no  partner  can 
during  such  term  retire,  except  with  the  consent  of  all  the  partners,  nor  can  he  be  expelled 
by  his  partners  for  any  cause  whatever. 

(10.)  Partnerships,  whether  entered  into  for  a  fixed  term  or  not,  are  dissolved  by  the 
death  of  any  partner. 

When  Court  mar  ^^^'  At  the  suit  of  a  partner  the  court  may  dissolve  the  partnership  in  the  following 

dissolTO  partaenwp,       cases : — 

(1.)  When  a  partner  becomes  of  unsound  mind. 

(2.)  When  a  partner  other  than  the  person  suing  has  been  adjudicated  an  insolvent 
under  any  taw  relating  to  insolvent  debtors. 

(3.)  Wlien  a  partner  other  than  the  person  suing  has  done  any  act  by  which  the 
whole  interest  of  such  partner  is  legally  transferred  to  a  third  person. 

(4.)  When  any  partner  becomes  incapable  of  performing  his  part  of  the  partnership 
contract. 

(5.)  When  a  partner  other  than  the  per^^on  suing  is  guilty  of  gross  misconduct  in  the 
affairs  of  the  partnership  or  towards  his  partners. 

(6.)  When  the  business  can  only  be  carried  on  at  a  loss. 

^^**^<"*^^rtner-       251.  A  partnership  is  in  all  cases  dissolved  by  its  business  being  prohibited  by  lair. 


252.  If  a  partnership  entered  into  for  a  fixed  term  be  continued  after  such  term  has 
teroM^Mrtom^  expired,  the  rights  and  obligations  of  the  partners  will,  in  the  absence  of  any  agreement  to 
continiiedi^^irthmi.    the  contrary,  remain  the  same  as  they  were  at  the  expiration  of  the  term,  so  far  as  soch 

rights  and   obligations  can  be  applied  to  a  partnership  dissolvable  at  the  will  of  any 

partner. 

GoiAni  dntiM  of  ^^^'  P^^^^^rs  are  bouud  to  carry  on  the  business  of  the  partnership  for  the  greatest 

^t^gtuen.  common  advantatre,  to  be  just  and  faithful  to  each  other,  and  to  render  true  accounts  and 

full  information  of  all  things  afiecting  the  partnership  to  any  partner,  or  his  legal  repre- 
sentatives. 

Benefit  derived  from  254.  A  partner  must  account  to  the  firm  fjr  any  benefit  derived   from  a  transaction 

transaction  affeddng      afiecting  the  partnership. 

P«'*«»«'^P-  lUustraticM. 

(a.)  A.  and  B.  are  partners  for  the  sale  of  a  mineral  of  a  certain  description.  A.  keeps  a  shop  near  a  mine 
where  this  mineral  is  found,  and  huys  it  from  the  miners,  giving  them  goods  in  which  he  deals  in  exdianse. 
A.  must  account  to  B.  for  the  profit  which  he  obtains  by  sdiiog  his  own  goods,  as  well  as  for  that  which  M 
derives  from  the  sale  of  the  mmeral. 

(6.)  A.)  B.,  and  C.  are  partners  in  trade.  C^  without  the  knowledge  of  A.  and  B^  obtains  for  his  own 
sole  benefit  a  lease  of  the  noose  in  which  the  partnership  business  is  carried  on.  A.  and  B.  are  entitled  to 
participate,  if  thev  please,  in  the  benefit  of  the  lease. 

(c.)  A.,  B.;  and  C.  carry  on  busiuess  together  in  partnership  as  merchants,  trading  between  Bombay  and 
London.  D.,  a  merchant  in  London,  to  whom  they  make  their  consignments,  secretly  idlows  C.  a  diare  of 
the  commission  which  he  receives  upon  such  consignments,  in  consioeration  of  C.'s  nsing  his  ii^aeiiee  to 
obtain  the  consignments  fbr  him.    C.  is  liable  to  account  to  the  firm  for  the  money  so  received  by  him. 
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255.  If  a  partner,  without  the  knowledge  and  consent  of  the  other  partners,  carries  on   ^"**^'"***l? 
any  husiness  competing  or  interfering  with  thai  of  the  firm,  he  must  account  to  the  firm  «""?•*»«*>'■•»«•■• 
for  all  profits  made  in  such  business,  and  must  make  compensation  to  the  firm  for  any  loss 

occasioned  thereby. 

256.  Every  person  introduced  as  a  partner  into  a  pre-existing  firm,  is  subject  to  all  the 
obligations  incurred  by  the  firm  before  he  was  introduced. 

257.  A  continuing  guarantee  given  either  to  a  firm  or  to  a  third  person  in  respect  of  the 
transactions  of  a  firm,  is  not  revoked  as  to  future  transactions  by  any  change  in  the  firm  to 
which,  or  in  respect  of  the  transactions  of  which,  such  guarantee  was  given. 

258.  The  estate  of  a  partner  who  has  died  is  not  liable  in  respect  of  any  obligation  incurred 
by  the  firm  after  his  death. 

259.  Where  there  are  joint  debts  due  from  the  partnership,  and  also  separate  debts  due 
from  any  partner,  the  partnership  property  must  be  applied  in  the  first  instance  in  payment 
of  the  debts  of  the  firm,  and  if  there  is  any  surplus,  then  the  share  of  each  partner  must  be 
paid  to  him  or  applied  in  payment  of  his  separate  debts.  The  separate  property  of  any 
partner  must  be  applied  first  in  the  payment  of  bis  separate  debts,  and  the  surplus  (if  any) 
m  the  payment  of  the  debts  of  the  firm. 

260.  After  a  dissolution  of  partnership  the  rights  and  obligations  of  the  partners  continue 
in  all  things  necessary  for  winding  up  the  business  of  the  partnership. 

261.  Persons  dealing  with  a  firm  will  not  be  affected  by  a  dissolution  of  which  no  public 
notice  has  been  given,  imiess  they  had  themselves  notice  of  such  dissolution. 

2G2.  In  the  absence  of  any  agreement  to  the  contrary,  after  the  termination  of  a  partner- 
ship, each  partner,  or  his  representatives,  may  apply  to  the  Court  to  wind  up  the  business  of 
the  firm,  to  provide  for  the  payment  of  its  debts,  and  to  distribute  the  surplus  according  to 
the  shares  of  the  partners  respectively. 

263.  Extraordinary  partnerships,  such  as  partnerships  with  limited  liability,  incorporated 
partnerships,  and  joint  stock  companies,  shall  be  regulated  by  the  law  now  in  force  in  India 
relating  thereto,  until  further  provision  shall  be  made  in  that  behalf. 


LUbilitj  of  inooming 
partner. 

Non*reTOc«tion  of 
oontiniiing  guaitntea 
by  change  in  firm. 

Non-Uabflity  of 
deceased  partner's 
estate  for  sabseqoent 
obUgations. 

Payment  of  partner* 
ship-debts,  and  of 
separate  debts. 


Continnance  of 
partners'  rights  and 
obligations  after 
dissolntion. 

Notice  of  diitolntioa. 


Winding-np  by  Court 
after  termination  of 
partnership. 


Limited-liabiUty 
partnerships,  incor- 
porated partnerships, 
and  joint  stock  oom- 
panics. 


FIRST    SCHEDULE. 


Number  of  Statute 
or  Act. 


Stttt  29  Car.  2,  c.  3 


Stat  11  &  12  Viot  c. 
21 

ActXIII.  of  1840 


Act.  XIV.  of  1840 


Title  of  Act. 


Act  V.  of  1860 


Act  XV.  of  1866 


An  Act  for  prevention  of  Frauds  and  Perjuries 


To  consolidate  and  amend  the  law  relating  to 
insolvent  debtors  in  India. 


An  Act  for  the  amendment  of  the  law  regard- 
ing fsMtOTB^  hj  extending  to  the  territories 
of  the  East  India  Company,  in  cases 
governed  by  the  English  law,  the  proyisions 
of  the  statute  4  Geo.  4,  0.  88,  as  altered  and 
amended  by  the  statute  6  Geo.  4,  c.  94. 

An  Act  for  rendering  a  written  memorandum 
necessary  to  the  validity  of  certain  promises 
and  engagements  by  extending  to  the  terri- 
tories of  the  East  India  Company,  in  cases 
governed  by  English  law,  the  provisions  of 
statute  9  Geo.  4,  c  14. 

To  provide  a  summary  procedure  on  bills  of 
exchange,  and  to  amend  in  certain  respects 
the  commercial  law  of  British  India. 


To  amend  the  law  of  Partnership  in  India     - 


Extent  of  Repeal. 


Sections  1, 2,  S,  4,  and 
17. 


Section  42, 


The  whole. 


The  whole,  except  Sec- 
tion 4. 


Section  10. 


The  whole. 
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SECOND  SCHEDULE. 

Number  of  Statate 
or  Act. 

Title  of  Act 

Extent  of  Safing 

Act  XL  of  1841- 

Military  Courts  of  Request  Act    -        -        - 

Section  0. 

Act  XXL  of  1848 

For  ayoiding  wacrers    -        -        -        -        - 

The  whole. 

Act  VL  of  1849 

For  securing  Military  and  Nayal  pensions  and 
superannuation  allowances. 

Section  3. 

Act  XIX.  of  1860 

Concerning  the  binding  of  apprentices  - 

Sections  8,  9,  10,  11, 
12,  and  22. 

Act  XVIIL  of  1868     - 

For  regulating  the  sale  of  spirituous  liquors, 
&c.,  in  cantonments. 

So  much  as  is  not  re- 
pealed. 

ActXVIILof  1864    - 

An  act  relating  to  railways  in  India 

Sections  9,  10,  and  11. 

Stat.  17  &  18  Vict  c. 
104 

The  Merchant  Shipping  Act,  1864 

Section  544. 

Act  L  of  1869.  . 

For  the  amendment  of  the  law  relating  to 
Merchant  Seamen. 

So  much  as  relates  to 
agreements  with  sea* 
men. 

Act  XIIL  of  1860      - 

To  provide  for  the  punishment  of  breaches  of 
contract  by  artificers,  workmen,   and    la- 
bourers in  certain  cases. 

The  whole. 

Act  XV.  of  1868 

To  amend  Act  I.  of  1839     - 

Section  3. 

Act  IIL  of  1866 

The  Carriers' Act,  1866        .         .        .         - 

The  whole. 

Act  XIV.  of  1866       . 

The  Indian  Post  Office  Act,  1866 

Section  65. 

ActVIILof  1867 

To  amend  the  law  relating  to  Horse-racing  in 
India. 

The  whole. 

STATEMENT  OF  OBJECTS  AND  REASONS. 

The  Bill  now  submitted  to  the  Council  of  the  Governor  General  for  making  laws  and 
regulations  embodies  the  diaft  Law  of  Contract  prepared  under  the  superintendence  of  the 
Indian  Law-  Commissioners.  A  series  of  ^ectionsy  having  reference  to  one  particular  subject, 
has  been  omitted  for  reasons  which  will  be  afterwards  assigned;  but,  with  this  exception,  no 
change  has  been  made  in  the  draft  of  the  Commissioners  other  than  the  correction  of  some 
minor  errors,  of  which  a  few  appear  to  be  either  clerical  or  typographical. 

"The  Indian  Contract  Law" — which  is  the  desiunation  proposed  for  the  measure— coa- 
stitutes  the  second  chapter  transmitted  to  India  of  the  intended  Code  of  Substantive  Civil 
Law.  If  it  becomes  law,  it  will  diflfer  in  one  important  particular  from  the  chapter  which 
has  already  received  legislative  sanction.  The  **  Indian  Succession  Act,"  so  far  at  least  as 
regards  intestate  succession,  was  never  intended  to  include  Hindoos  and  Mahometans,  aod 
the  Indian  Legislnture  further  exempted  Buddhists  from  its  operation.  But  the  Commis- 
sioners recommend,  and  the  present  Bill  proposes,  that  the  new  Indian  Contract  Law  shall 
be  of  universal  application  in  India. 

The  recommendation  of  the  Commissioners  appears  to  be  justified^not  only  by  the  abstract 
consideration  that  contract  is  the  branch  of  law  on  which  men  of  all  times  and  races  hare 
come  most  nearly  to  identical  conclusions,  but  also  by  the  actual  condition  of  the  Liw  of 
Contract  in  India.  The  state  of  that  law  is  thus  described  in  general  terms  by  the  Com* 
missioners: — 

**  Within  the  limits  of  the  Presidency  towns,  the  decision  of  suits  of  the  nature  is  practi- 
cally governed  by  the  law  of  England,  cind  everywhere  else  the  judge  is,  to  a  great  extent, 
without  the  guidance  of  any  positive  law  beyond  tiie  rule  that  his  decision  shall  be  such  as 
he  deems  to  be  in  accordance  with  'justice,  equity,  and  ^ood  conscience.' " 

This  description  needs  only  to  be  qualified  by  the  remark  that  the  decisions  assumed  to 
be  dictated  by  "justice,  equity,  and  good  conscience,"  have  of  late  years  been  much  affected, 
as  a  fact,  by  the  English  Law  of  Contract,  as  gathered  from  the  ordinary  text  books  in  ose 
among  English  pructitioners. 

The  largeness  of  the  spheie  practically  occupied  in  India  by  theEiiglish  Law  of  Contract, 
is  in  truth  the  justification  of  the  course  which  has  been  followed  by  the  Commissioners. 
Their  draft  will  be  found  to  consist  of  the  English  Law  of  Contract,  much  simplified,  and 
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altered  in  eome  particulars  so  as  to  accommodate  it  to  the  circumstances  of  this  country. 
As  the  sections  relating  to  sale  do  not  apply  to  the  sale  of  immovable  property,  and  as  the 
law  regarding  negotiable  instrumentn  forms  no  part  of  the  present  measure,  the  amount  of 
native  law  which  it  will  displace  will  be  extremely  minute. 

The  principal  changes  which  it  is  proposed  to  introduce  into  the  English  Law  of  Contnict, 
considered  as  the  basis  of  the  present  measure,  are  thus  indicated  by  the  Commissioners : — 

*'We  have  not  adopted,  in  framing  these  rules,  the  provisions  of  the  Enulish  Statute  of 
Frauds  which  require  certain  contracts  to  be  in  wriiing.  Those  provisions  arc  not  of  un- 
questionable expediency  even  in  England;  and  we  think  that  they  are  not  suited  to  the 
habits  and  present  condition  of  the  people  of  India. 

"  We  have  considered  whether  it  would  be  expedient  to  render  binding  in  law  promises; 
made  without  consideration.  By  the  English  law  such  promises  are  held  to  be  binding  only 
when  expressed  in  writings  under  seal.  We  have  not  recognized  any  distinction  between 
writings  under  seal  and  writings  not  under  seal ;  but  we  think  that,  in  order  to  give  validity, 
to  promises  made  withoqt  consideration,  it  ou^iht  to  appear  that  they  were  made  with  due 
deliberation.  In  order  to  attain  this  object,  we  propose  that  such  promises  shall  be  binding 
only  when  they  are  given  in  writing,  and  are  registered  with  the  permission  of  the  promisor, 
according  to  the  provisions  of  the  law  for  the  time  being  in  force  for  the  registration  of 
assurances. 

"  By  the  English  law  a  promise  by  a  creditor  to  give  time  for  the  payment  of  an  existing 
debt,  or  the  acceptance  by  him,  in  full  satisfaction  of  his  demand,  of  a  smaller  sum  than 
that  which  is  due  10  him,  is  not  binding  on  him  unless  there  has  been  some  new  consider^- 
ation  given  for  it,  such  as  an  undert<iking  to  give  an  additional  or  different  security,  or  to  pay 
the  debt  in  a  manner  or  at  a  time  more  advantageous  to  the  creditor  than  that  originally 
agreed  upon  ;  or  unless  the  creditor's  engagement  to  take  less  than  his  due,  or  to  give  time,^ 
be  contained  in  a  composition  deed  or  agreement  entered  into  by  the  debtor  with  his 
creditors  generally  ;  but  a  slight  variation  of  the  terms  of  the*  contract  will  satisfy  these.con^ 
ditions.  We  have  provided,  that  a  person  who  is  entitled  tr>  claim  performance  of  an 
engagement,  may  dispense  with  or  remit  such  performance  wholly  or  in  part,  or  may  accept 
instead  of  it  any  satisfaction  which  he  thinks  fit. 

'^  With  regard  to  goods  sold  by  a  person  who  has  no  right  to  sell  them,  the  general  rule  of 
English  law  is  that  the  owner  of  the  goods  retains  the  ownership  notwithstandino;  bis  having 
lost  the  possession  of  them  and  their  having  been  sold  to  a  third  person.  But  from  this  rule 
there  is  an  exception  in  the  case  of  goods  sold  in  open  market,  an  expression  which,  by  the 
custom  of  London,  applies  to  every  shop  within  the  city. 

'•  It  cannot  be  denied  that  the  subject  is  diflScult.  We  have  to  consider,  on  one  hand,  the 
hardship  suffered  by  an  innocent  person  who  loses  in  this  way  his  right  to  recover  what  was 
his  undoubted  property.  But,  on  the  other  hand,  still  greater  weight  appears  lo  us  10  be 
due  to  the  hf^rdship  which  a  bona  fide  purchaser  would  suffer  were  he  to  be  deprived  of  what 
he  bought.  The  ibimer  is  very  often  justly  chargeable  with  remissness  or  negligence  in  ihe. 
custody  of  the  property.  Tiie  conduct  of  the  latter  has  been  blameless.  The  balance  of 
equitable  consideration  is  therefore  on  the  side  of  a  rule,  favourable  to  the  purchaser ;  and 
we  think  that  sound  policy,  with  respect  to  the  interests  of  commerce,  points  to  the  same 
conclusion. 

•'  We  have,  therefore,  provided  that  tlie  owner>hip  of  goods  may  be  acquired  by  buying 
them  from  any  person  who  is  in  possession  of  them,  if  the  buyer  acts  in  good  faith,  and 
under  circumstances  which  are  not  such  as  to  raise  a  reasonable  presumption  that  the  person 
in  possession  has  no  right  to  sell  them. 

*'  Similar  provisions  have  been  insetted,  in  accordance,  we  may  observe,  with  the  spirit  of 
the  Factors'  Aci,  to  meet  the  cases  of  those  who  have  purchased  goods  or  taken  them  by 
way  of  pledge  fi*om  persons  in  possession  of  any  documentary  title  to  the  goods,  where  the 
circumstances  are  not  such  as  to  raise  a  reasonable  presumption  that  the  person  in  posses- 
sion of  the  document  has  no  right  to  sell  or  to  pledge  the  goods. 

'^  It  would  seem  that  by  the  English  law,  if  a  buyer  or  any  person  claiming  under  him, 
is   by    reason   of   the    invalidity    of  the   seller's   title   deprived   of  the   thing   sold,  he- 
cannot  claim  compensation  Irom  the  seller  fur  loss  tliereby  caused.    We  propose  that 
in  such  cases  the  seller  shall  be  responsible,  unless  a  contrary  intention  appears  by  the. 
agreeutent. 

"  In  order  to  avoid  the  litigation  which  arises  under  the  English  law  on  the  subject 


specified  sum. 

'^In  dealing  with  the  law  of  suretyship,  we  have  not  thought  it  right  to  recognise  a 
transaction  so  complicated,  and  tending  so  much  to  the  unfair  devolution  of  liability  on  the 
surety,  as  that  by  which  a  creditor  who  makes  a  composition  with,  or  agrees  to  give  time 
to,  or  not  to  sue  the  principal,  may  yet  reserve  hia  rights  and  remedies  against  the  surety* 
By  the  rule  which  we  propose,  an  agreement  between  the  creilitor  and  the  principal,  by 
which  the  creditor  makes  a  composition  with,  or  agrees  to  give  time  to  the  principal,  or 
not  tu  sue  him,  will  discharge  the  surety;  no  exception  being  made  in  favour  of  the 
creditor  in  the  case  where  he  has  endeavoured  to  reserve  his  rights  and  remedies  against 
the  suiety.  From  a  wish  to  avoid  subtleties,  and  the  attaching  of  unforeseen  consequences 
to  men's  actions,  we  have  provided  that  where  there  are  co-sureties,  a  release  of  one 
J^Z^^  L4  of 
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of  them  by  the  creditor  shall  not  discharge  the  others,  nor  free  that  one  from  responsibility 
to  them. 

•'  Adoptingc  a  provision  of  the  French  and  Italian  Codes,  we  propose  that  the  surety 
sliall  be  discharged  by  any  act  or  omission  of  the  creditor,  only  in  case  the  eventual  remedy 
of  the  surety  against  the  principal  is  tliereby  impaired.  We  also  propose  to  enact  that 
where  upon  the  face  of  an  agreement  two  persons  are  primarily  liable  to  a  third  person, 
that  liability  shall  not  be  effected,  so  far  as  regards  the  third  person,  by  an  arrangement 
between  the  two,  that  one  of  them  shall  be  liable  only  upon  the  default  of  the  other,  even 
aIthou(>h  such  arrangement  may  have  been  known  to  the  third  person,  unless  he  was  a  party 
to  the  aii'ang'ement.  In  this  we  adhere  to  the  old  and  simple  doctrine  of  the  common  lair, 
rejecting  the  qualifications  introduced  by  courts  of  equity. 

**  In  our  rules  on  the  subject  of  bailment  we  have  discarded  the  complicated  system  of 
gradation  which  the  English  law  applies  to  the  amount  of  care  which  a  bailee  is  to  be 
expected  to  exercise,  and  the  responsibility  which  is  to  attach  to  him ;  and  we  have  framed 
our  proposed  law  on  the  principle  that  in  all  cases  of  bailment  the-bailee  is  bound  to  take 
as  much  care  of  the  goods  bailed  to  him  as  a  man  of  ordinary  prudence  would  take  of  his 
own  L'oods,  and  that  more  should  not  be  required  of  him  in  any  case. 

'*  We  have  endeavoured  to  improve  the  law  applicable  to  the  case  where  the  bailor^s  goods 
have,  without  the  consent  of  the  bailor,  been  mixed  up  with  the  goods  of  the  bailee,  so 
that  they  cannot  be  separated.  The  remedy,  which  our  rule  provides  is,  that  the  bailor  shall 
be  entitled  to  receive  conipensation  for  the  loss  of  his  goods,  which  seems  more  expedient 
than  the  provision  of  the  English  law,  that  the  whole  shall  go  indiscriminately  to  theper^oo 
whose  goods  have  been  mixed  without  his  consent. 

"We  have  provided  that  a  continuing  guarrantee  given  by,  to,  or  for  a  firm,  shall  not  be 
rendered  invalid  by  a  change  in  the  firm. 

"In  regulating  the  devolution  of  rights  and  liabilities,  we  propose,  in  accordance  with 
the  rule  of  English  courts  of  equity,  and  of  the  Indian  Code  of  Civil  Procedure,  that  joiat 
liabilities  and  rights  shall,  after  the  death  of  one  of  the  persons  liable  or  entitled,  go  to  his 
representative  jointly  with  the  survivor,  and,  after  the  death  of  the  survivor,  to  the  repre- 
sentatives of  both  jointly. 

"We  propose  to  lay  it  clown,  that  a  person  with  whom  a  contract  has  been  entered  into 
in  the  character  of  agent,  is  not  entitled  to  require  the  performance  of  it  if  he  was  in 
reality  acting^  not  as  agent  but  on  his  own  account. 

"  In  defining  the  responsibility  of  a  master  for  the  misconduct  of  his  servant,  we  have 
stopped  a  little  short  of  the  limits  assigned  to  it  by  the  English  law.  We  think  that  the 
responsibility  ought  to  cease  as  soon  as  the  misconduct  assumes  the  character  of  intentional 
wrong-doing. 

•'  Accordmg  to  the  English  law,  when  there  is  any  partnership  property,  the  separate 
properly  of  any  partner  must  be  employed  first  in  the  payment  of  his  separate  debts,  and 
the  surplus,  if  any,  in  the  payment  of  the  partnership  debts;  but  when  there  is  no  partner- 
ship property  the  separate  property  of  any  partner  must  be  applied  equally  to  the  payment 
of  all  the  partnership  and  separate  debts  for  which  such  partner  is  liable.  It  thus  depends 
upon  the  existence  or  non-existence  of  partnership  property,  no  matter  how  small  in  amount, 
which  of  the  two  lules  is  to  govern  the  division  of  the  separate  property  of  the  partners.  We 
have  thought  it  right  so  to  frame  the  law  thai  the  rule  first  stated,  which  is  more  eouitable, 
shall  prevail  whether  there  is  any  partnership  property  or  not  The  principle  on  which  we 
proceed  is  that  of  having  regard  to  the  views  of  the  creditors  in  giving  the  credit  In 
contracts  with  a  firm,  partnership  property  is  primarily  looked  to;  in  dealings  with 
a  partner  with  which  the  firm  has  nothing  to  do,  all  that  is  looked  to  is  his  own 
sufficiency. 

'^  Adopting  a  rule  which  is  to  be  found  in  the  German  and  the  Italian  commercial  ^es, 
we  propose  that  every  person  introduced  as  a  partner  into  a  pre-existing  firm,  shall  be 
subject  to  all  the  obligations  incurred  by  the  firm  before  he  was  introduced. 

"We  have  adopted,  uithsuch  verbal  alterations  as  were  necessary  to  bring  them  into 
harmony  wiih  the  languasre  of  our  rules,  the  provisions  of  a  law  lately  passed  by  the 
Indian  Legislature,  Act  XV.  of  1866,  for  relieving  those  who  participate  in  the  profits 
of  a  partnership  without  being  really  partners,  from  becoming  liable  for  the  engagements  of 
the  firm." 

It  may  be  said  of  these  proposed  modifications  of  English  law,  that  while  all,  or  nearly 
all  of  them,  have  commended  themselves  to  the  approval  of  cnlicrhtened  lawyers,  not  a  few 
are  being  gradually  carried  out  in  England  without  the  aid  of  the  f^egislature,  through  the 
direction  given  of  late  years  to  the  current  of  judicial  decision. 

It  has  been  stated  that  a  certain  number  of  sections  contained  in  the  Commissioners' 
draft,  have  been  omitted  from  the  present  Bill.  These  sections,  numbered  fi-om  51  to  W| 
will  be  found  in  the  Appendix,  together  with  the  paragraph  in  the  Commissioners'  Report, 
which  describes  their  character.  They  relate  to  the  specific  performance  of  contracts  and 
to  injunctions  against  breach  of  contract ;  and  they  would  in  effect  necessitate  the  repealof 
certain  portions  of  the  Code  of  Civil  Procedure. 

The  existing  law  of  India,  on  the  subject  of  the  specific  performance  of  contracts,  is 
given  by  section  192  of  the  Code  of  Civil  Procedure.  The  law  on  the  subject  of  injunc- 
tions against  breach  of  contract,  which  to  a  very  great  extent  discharge  the  office  of  decrees 
for  specific  performance,  is  contained  in  section  95  of  the  Code.  The  language  of  both 
sections  is  so  wide  as  to  embrace  contracts  of  every  description* 
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It  cannot  be  said  that  the  latitude  thus  given  to  specific  performance  and  analogous 
remedies  is  without  precedent.  It  is  not  known  that  in  continential  European  countries 
there  is  any  limit  to  the  power  of  decreeing  the  specific  performance  of  contracts,  except 
the  discretion  of  4he  Court.  But  the  law  of  India  on  the  subject  is  considerably  wider  than 
the  Scottish  law,  which,  again,  is  wider  than  the  law  of  England.  The  law  of  specific 
performance  in  England  is,  in  fact,  the  narrowest  in  the  world,  less  probably  owing  ta 
deliberate  intention  than  to  the  reluctance  of  equity  judges  to  put  freely  in  motion  the  once 
cumbrous  and  costly  machinery  of  the  Court  of  Chancery. 

There  is  no  doubt  that,  from  an  English  point  of  view,  tlie  Indian  law  of  specific 
performance  is  too  little  restricted.  But,  on  the  other  hand,  owing  to  difficulties  of 
procedure,  and  especially  to  those  arising  out  of  the  system  of  appeal,  there  are  large 
numbers  of  contracts  to  which  this  class  of  remedies  cannot  be  effectually  applied,  and  it  is 
believed  accordingly  that  decrees  for  specific  performance  and  injunctions  against  breach  of 
contract  are  comparatively  rare  in  India.  ..    ,     ^    ,       ^  ^.  .r 

Under  these  circumstances,  when  the  time  for  the  first  revisjpn  of  theJDode  of  Civil 
Procedure  approached,  a  number  of  sections  were  prepared  and  (with  amendments  and 
additions)  were  inserted  iu  a  draft  revised  code,  having  lor  their  object  to  place  the  extra* 
ordinary  civil  remedies  on  what  appeared  to  be  a  more  satisfactory  footing.  On  the  one 
hand,  the  classes  of  contracte  to  which  they  were  applicable  were  more  strictly  defined,  and 
rarious  provisions  were  inserted  to  prevent  the  remedies  themselves  from  operating  with 
undue  harshness  against  defendants.  On  the  other  hand,  the  procedure  was  so  simplified 
as  to  make  the  i-emedies,  thus  altered  and  limited,  of  considerably  easier  application. 

The  sections  in  question,  together  with  the  draft  of  a  revised  lode  of  procedure,  were 
submitted  by  the  Secretary  of  State  to  the  Indian  Law  Commissioners.  The  Commisr 
sioners,  in  dissenting  from  them,  expressed  an  opinion  that  no  law  of  specific  performance 
of  the  kind  prt»posed,  however  carefully  guarded,  would  be  safe  from  abuse  in  India. 

The  question  thus  raised  by  the  Law  Commissioners  is  doubtless  one  of  much  difficulty, 
as  well  of  great  importance.  It  may  be  argued,  on  the  one  hand,  that  there  is  no  country 
ill  which  damages  afford  practically  so  imperfect  a  redress  for  breach  of  contract  as  they  do 
in  India,  and  none  in  which  the  prospect  of  having  to  pay  damages  operates  so  slightly  to 
compel  the  performance  of  agreements.  It  may  be  contended  on  the  other  side  that,  under 
the  circumstances  of  the  country  and  people,  all  focilities  for  applying  any  unusual  com- 
pulsion  are  peculiarly  liable  to  be  abused. 

The  sections  omitted  from  the  present  Bill  were  doubtless  framed  by  the  Commissioners, 
under  the  influence  of  the  feeling  just  indicated.  They,  in  effect,  propose  for  India  a  law 
of  speciti«  performance  of  contract  and  of  injunction  against  meditated  breach  of  contract, 
which  would  be  narrower  than  that  of  England,  which  again  is  narrower,  as  has  been  stated^ 
tlian  that  of  any  known  community. 

It  is  now  proposed  to  omit  these  sections  on  two  grounds.  The  first  is,  that  in  the 
opinion  of  the  Member  of  Council  charged  with  this  Bill;  an  opinion  which  apparentl]^ 
coincides  with  that  entertained  by  the  framers  of  the  Code  of  Civil  Procedure;  the  proper 
place  for  defining  the  extraordinary,  as  well  as  the  ordinary,  civil  remedies  applicable  in 
suits  on  contract  is  a  code  of  procedure,  not  a  code  of  substantive  law.  Owing  to  the 
historical  connection  between  law  and  procedure,  there  is  often  a  close  association  in  men's 
minds  between  the  two,  and  sometimes  there  is  practical  difficulty  in  disentangling  them» 
If  however,  we  could  suppose  that  a  code  of  substantive  civil  law  and  a  code  of  civil 
procedure  were  being  framed  simultaneously,  and  that  the  framer  of  the  codes  had  the 
power  of  placing  the  law  of  specific  performance  in  either  code,  there  cannot  be  much 
doubt  that  he  would  consider  it  as  cognate  to  procedure  rather  than  to  substantive  law. 

The  second  reason  for  omission  is  of  a  less  technickl  character.  It  appears  very  desirable 
to  leave  the  new  Substantive  law  of  Contract  to  its  operation  for  some  little  time,  before 
that  question  of  remedies  in  cases  of  breach  of  contract  whidi  has  been  so  long  and  so 
hotly  disputed  in  India,  is  brought  forward  anew  fot  discussion.  It  may  be  reasonably 
suspected  that  much  of  the  disinclination  which  has  been  felt,  to  investing  the  plaintiff*  in. 
suits  on  contract  with  more  than  a  bare  claim  to  pecuniary  damages,  has  arisen  from  the 
feeling  that  the  civil  ctmrts  of  the  Mofussil,  in  the  absence  of  definite  and  accessible  rule» 
for  their  guidance,  have  scarcely  been  i^  a  position  to  determine  with  accuracy  the  proper 
legal  relations  of  contracting  parties,  or  to  apply  to  contracts  the  proper  tests  of  validity 
and  iuviilidity.  If,  however,  the  Legislature  adopts  the  present  Bill,  India  will  be  in 
possession  of  a  body  of  contract  law  which  leaves  nothing  to  be  desired,  in  point  of  sim- 
plicity and  comprehensiveness,  in  respect  of  the  essential  equity  of  its  provisions,  and  in 
respect  of  ihe  perspicuity  with  which  those  provisions  are  set  furth.  It  is  probable,  and 
indeed  certain,  that  the  effect  of  the  new  law  will  be,  after  a  while,  to  place  all  questions 
of  contract,  and  of  procedure  in  suits  on  contract,  in  a  far  clearer  light.  A  distinct  advantage 
will  thus  be  gained  by  postponing  the  subject  of  specific  performance,  and  other  cognate 
remedies,  until  the  Legislature  again  addresses  itself  to  the  revision  of  the  Code  of  Civil 
Procedure  ;  a  revision  which,  after  it  had  been  proceeded  with  some  way,  has  been  defened 
for  the  present  under  the  instructions  of  Her  Majesty's  Government 

H.  &V  Maine. 

Simla,  9  July  1867. 
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APPENDIX. 


"  We  propose  that  the  extraordinary  remedy  of  an  order  for  specific  performance  i 
be  restricted  to  the  case  of  engagements  for  the  creation  or  transfer  of  any  interests 
immoveaUe  property,  or  for  the  deliTcry  of  any  specific  article  of  moveable  property.  We 
have  not,  however,  thought  it  right  to  include  in  the  former  category  aigreements  to  culd?ate 
land  in  a  particular  manner  or  to  grow  particular  crops;  and  we  have  provided  thatiDjuD^ 
tions  shall  not  be  granted  to  re&train  the  breach  of  engagements  relating  to  the  cultivatioD 
of  land  or  the  growing  of  particular  crops. 

•  #  •  •  •  •  # 

''  51  •  Sp^ific  perfi)rmance  of  a  contract  is  the  doing  or  the  delivery  of  the  thing  contractd 
for,  as  the  case  may  be,  according  to  the  terms  of  the  contract. 

^52.  Where  an  engagement  by  contract  has  been  made  between  any  persons  fortbe 
creation  ortransfer  of  any  interest  in  immoveable  property,  or  for  the  delivery  of  any  6iieci& 
article  of  moveable  property,  and  the  party  who  has  entered  into  such  engagement  rails  to 
perform  it,  the  Court  may,  at  the  suit  of  any  other  party  to  the  contract,  order  specific  p 
fornnance  of  the  engagement,  with  or  without  compensation  in  respect  of  loss  or  dasnge 
caused  by  his  default 

♦*  Explanation. — An  agreement  to  cultivate  land  in  a  particular  manner,  or  to  grow  paifr 
eular  crops,  does  not  create  such  an  interest  in  immoveable  property  as  is  contemplated  bj 
this  section. 

IHusiratUm. 

*^(a»)  A.  agrees  witii  B.  to  sell  him  ahonse  for  1,000  nipeea.  B.  is  entitled  to  a  decree  direetioglli 
convey  the  house  to  him,  he  paying  the  purchase  money. 

*^(b.)  A.  agrees  with  B.  to  give  him  a  hill  of  lading  ef  a  certain  cargo.  B.  is  eatitled  to  have  the  UQii 
lading  signed  hy  A. 

**  (tf.)  A.  agrees  with  B.  to  prepare  and  sow,  and  oultiTste  a  field  with  indigo,  and  to  deliver  him  flte  on; 
when  the  crop  is  cut  and  ready  for  delivery  B.  is  entitled  to  have  the  crop  delivered  to  him  in  spede,  botlie 
18  not  entitlea  to  a  decree  directing  A.  to  prepare,  or  sow,  or  cultivate. 

"{d.)  A.  agrees  with  B.  that  he  will  paint  a  picture  for  him,  and  the  picture  is  painted.  B.  is  entitiedto 
have  it  delivered  to  him,  hut  B.  is  not  entitled  to  a  decree  ordering  A.  to  paint  or  to  complete  the  piiotiiigtf 
the  picture. 

*^  (e,)  A.  agrees  with  B.  to  edit  a  periodical  work  for  the  remuneration  of  1,000  rupees  per  moath.  B. 
cannot  enforce  against  A.  the  specific  performance  of  this  contract ;  and  as  the  rights  and  obligaiioosin 
mutual,  A.  cannot  enforce  agdnst  B.  the  specific  performance  of  this  contract. 

^  IN.  B. — In  this  case  dther  party  can  obtain  compensation  for  the  loss  sustained  hy  him,  by  the  fuhB 
of  the  other  to  perform  his  engagement.] 

9t'  **  (/.^  A.  agrees  yfiih  B.  to  deliver  to  him  40  chests  of  indigo,  at  1,000  rupees  per  chest  A.  fftils  to  jiff- 
fiorm  his  engagement.  B.  cannot  obtain  specific  nerformance  of  the  contract,  but  can  obtain  compeDaitiiB 
for  the  loss  sustained  by  him  by  reason  of  A.'s  failure  to  complete  the  contract. 

*^  (ff.)  A.  agrees  with  B.  to  sell  him  a  house  for  10,000  rupees,  the  price  to  be  paid  and  possession  gifsa 
the  1st  of  January  1865.  A.  fails  to  perform  his  engagement.  B.  brings  his  suit  for  specific  peifbnaM 
which  is  decided  m  his  favour  on  the  1st  January  1866.  The  decree  oug^t,  besides  oraermg  spedfiepo* 
fonnance,  to  award  to  B.  compensation  for  any  loss  or  damage  which  he  has  sustained  by  A.'s  refosaL 

^58.  Where  a  party  to  a  contract  is  unable  to  perform  the  whole  of  the  engagement 
which  he  has  entered  into  with  another  party,  but  the  part  which  must  be  left  unperfenned 
bears  only  a  small  proportion  to  the  whole  in  value,  and  admits  of  compensation  in  moD^. 
the  Court  may,  at  the  suit  of  either  party^  direct  the  specific  performance  of  so  much  of  the 
engagement  as  can  be  performed,  and  award  compensation  in  money  for  the  deficiency,  h 
SQch  case  neither  party  shall  be  entitled  to  compensation  for  loss  or  damage  caused  by  the 
neglect  or  default  of  the  other  party  to  perform  the  engagement. 

Illustration* 

**  A.  agrees  to  sell  B.  a  piece  of  land  consisting  of  100  biggahs.  It  turns  out  that  96  higgahs  of  theloj 
belong  to  A.,  and  the  two  remaining  bi&:gahs  to  a  stranger,  who  refuses  to  part  with  them.  A.insjrbe 
directed  at  tne  suit  of  B.  to  convey  to  B.  the  98  biggahs,  and  to  make  compensation  to  him  for  not  eoanf* 
ing  the  two  remainiag  biggahs ;  or  B.  may  be  directed  at  the  suit  of  A.  to  pay  to  A.  on  receiriag  theo^ 
Teyaace  and  possesdoi  of  the  land,  the  stipulated  purchase-money^  less  a  sum  awarded  as  compemadoonr 
the  deficiency. 

"  54.  Where  a  party  to  a  contract  is  unable  to  perform  the  whole  of  the  cngagemenj 
which  he  has  entered  into  with  another  party,  and  the  part  which  must  be  left  unperformed 
forms  a  considerable  portion  of  the  whole,  the  party  in  default  is  not  entitled  to  obtaia  » 
decree  for  specific  performance,  but  the  Court  may,  at  the  suit  of  the  other  party,  direct  toe 
party  in  default  to  perform  specifically  so  much  of  the  engagement  as  he  can  perftffm,  pn^- 
dided  that  the  party  seeking  specific  performance  relinquishes  all  claim  to  further  perfonn- 
ance,  and  all  right  to  compensation,  either  for  the  efficiency  or  for  the  loss  ordaflM? 
sustained  by  him  through  the  default  of  the  other  party. 


««(a.)  A.  agrees  to  sell  to  B.  a  piece  of  land  consbting  of  100  higgahs.    It  turns  out  that  60  biggshs  of^ 
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land  belongB  to  IU9  and  tlw  oflier  60  bkgahs  tt>  %  sUtBgcr^  who  leAues  to  ppt  with  them*  A.  cannot  obtun 
a  degree  against  B.  for  the  specific  oerf^nance  of  the  contract ;  but  if  B.  is  willing  to  pa^  thejprice  agreed 
upon,  and  to  tdce  the  50  biey^ahs  which  belong  to  A.,  waiving  all  riffht  to  compensation^  either  for  the  deii- 
mency  or  for  loss  sustained  by  him  through  /A/s  neglect  or  dmuh^  B.  is  entitled  to  a  degree  directing  A«  to 
oonTey  those  60  biggahs  to  him  on  payment  of  the  purchase  wuuey^ 

^  (6.)  A.  agrees  to  sell  to  B.  an  estate  with  a  house  and  gaiden  for  1,00,000  rupees.  It  turns  out  that  A. 
it  unable  to  convey  thi"  garden.  A.  cannot  obtain  a  decree  against  B.  for  the  specific  performance  of  the  con- 
tract ;  but  if  B.  is  willing  to  pay  the  price  agreed  upon,  and  to  take  the  estate  and  house  without  the  garden, 
waiving  all  right  to  compensation  either  for  the  deficiency  or  for  loss  sustained  by  him  throu^  A/s 
neglect  or  default,  B.  is  entitled  to  a  decree,  directing  A.  to  convey  the  house  to  him  on  payment  <tf  the  pur* 
chase  money. 

^  56.  Except  10  cases  coming  under  ooe  or  other  of  the  two  last  preceding  sections,  it  is 
ot  competent  for  the  Court  to  direct  the  specific  performance  of  a  part  of  an  engngemeot 
by  contract. 

'  '^  56.  It  shall  be  competent  to  the  Court  to  award  compensation  in  cases  where  specific 
performance  is  sued  for,  and  the  Court  does  not  think  fit  to  order  it. 

^57.  In  every  case  the  Court  shall  have  power  to  give  compensation  in  money  in  lieu  of 
the  specific  performance  of  the  contract  where  it  shall  appear  to  the  Court  that  specific 
performance  would  inflict  damage  or  injury  on  one  party  to  the  contract  without  any  corrt- 
spondin^  benefit  to  the  party  seeking  specific  performance. 

**  58.  Where  the  specific  perforniance  of  an  engagement  is  ordered,  and  it  appears  to  the 
Court  that  such  specific  performance  ought  to  be  made  by  a  party  by  executing  a  convey- 
ance, or  by  endorsing  a  negotiMble  instrument,  and  the  party  ordered  to  execute  or  endorse 
such  conveyance  or  n^otiable  instrument  shall  neglect  or  refuse  so  to  do,  any  party  interested 
in  having  the  same  executed  or  endorsed,  may  prepare  a  conveyance  or  endorsement  of  the 
instrument  in  accordance  with  the  terms  of  toe  decree,  and  fender  the  same  to  the  Court  for 
execution  upon  the  proper  stamp  (if  any  is  required  by  law),  and  the  sij^nature  thereof  by 
the  judge,  ^hall  have  the  same  effect  as  the  executbn  or  endorsement  tb&reof  by  the  party 
ordered  to  execute. 

«•  69.  Where  a  contract  contains  an  engagement,  express  or  implied,  by  one  party,  that  he 
will  abstain  from  doing  any  act,  the  Court  may  at  the  suit  of  another  party  issue  an  injunc- 
tion to  restrain  the  breach  of  such  engagement,  provided  such  otiier  party  has  not  failed  to 
perform  his  own  engagement. 

^'JBrcq^^iim.— 'This  section  shall  not  apply  to  engagements  relating  to  the  cultivation  of 
land  or  tiie  growing  particular  crops. 

lUiuirations. 

^(tf.)  A.  agrees  with  B.  that  he  will  sing  at  B.'s  theatre  for  a  twdemmith.  B.  cannot  have  an  ocder 
^trectlng  A.  to  dng^  but  he  is  entitled  to  have  an  order  restraining  A.  from  sieging  at  any  other  place  of 
entertainment. 

^(6.)  B.  agrees  with  A.  that  he  will  serve  him  faithfully  for  twelvemonths  as  a  derk.  A.  is  not  entitled 
to  an  order  directing  B.  to  serve,  but  he  is  entitled  to  an  order  restraining  B.  from  serving  a  rival  house,  or 
doing  any  other  act  to  the  injury  of  A.  in  his  business. 

**  (c.)  A.  agrees  with  B.  that  in  conaideraticn  of  a  sum  of  money  to  be  paid  to  him  by  B.  on  a  day  fixed, 
he  will  not  set  up  a  certain  busineos  within  a  specified  distance.  B.  makes  defSault  in  payment  of  the  money. 
A.  caonot  be  restrained  from  carrying  on  business  within  the  specified  distance. 

Whitley  Stokes, 
Assistant  Secretary  to  the  Government  of  India, 
Home  Department  (Legislative). 


NoTB  by  the  Honourable  Mr.  Maine;  dated  16th  July  1867. 

This  is  the  second  chapter  of  the  proposed  Civil  Code.  Under  ordinary  circumstances,  I  The  Indlsn Contract 
should  have  asked  the  Governor  General  to  direct  its  publication  under  the  rule  of  the  Law,  1867. 
Legislative  Council  which  permits  Bills  to  be  published  before  their  submission  to  the  Legis- 
lature. But  this  rule  is  so  framed  as  not  to  apply  when  the  Council  is  holding  weekly 
sittings,  however  formal  they  may  be,  and  accordingly,  early  publication  being  a  matter  of 
urgent  moment,  I  am  reduced  to  proposing  that  the  Bill  be  introduced  and  referred  to  a 
Select  Committee  merely  as  a  form,  it  bemg  explained  at  the  time  that  the  object  is  only  to 
fret  the  Bill  before  the  public,  and  that  no  Committee  will  actually  sit  until  we  reach 
Calcutta. 

I  have  assigned  in  the  statement  of  objects  and  reasons  the  grounds  on  which  I  have 
omitted  certain  sections  of  the  Commissioners'  draft.  I  venture  to  predict  with  some  confi- 
dence that  the  Council  will  allow  this  10  le  done.  Having  committed  myself,  in  conjtmc- 
tion  with  Sir  H.  Ilarington,  and  with  tiie  concurrence,  and  indeed  at  the  instance  of  the 
last  Governor  General,  to  a  very  different  view  of  the  law  of  specific  performance,  I  could 
not  with  honour  propose  such  an  enactment  on  the  subject  as  appears  to  commend  itself  to 
the  Commissioner.  The  submiision  of  such  an  enactment,  it  at  any  time  it  receives  the 
express  approval  of  the  Home  Government  or  of  the  Government  of  lod  ia,  may  well  be 
reserved  for  my  sncce£Sor,  and  the  proper  time  for  submitting  it  will  be  the  period  at  which 
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tlie  revision  of  the  code  of  civil  procedure  iff  again  taken  up,  the  Secretary  of  State  haTJor 
postponed  it  for  the  present 

It  is  perhaps  necessary  to  add,  that  nobody  but  the  writer  is  responsible  for  the  staicment 
of  objects  and  reasons.  It  is  in  the  nature  of  a  speech,  and,  in  fact,  is  generally  framed 
from  the  remarks  made  by  the  mover  on  obtaining  leave  to  introduce  a  BilL 

It  cannot,  I  think,  be  honestly  denied  that  the  omitted  sections  (which  are  priated  in  tlie 
Appendix)  are,  in  truth,  directed  against  indigo  planting.  I  would  call  attention  to  the 
"  Explanation  *'  appended  to  section  62,  and  to  "  Illustration  **  (c),  also  to  the  "  Explain- 
tion  **  added  to  section  69. 

These  exceptions,  explanations,  and  illustrations  (which,  in  fact,  constitute  rules)  ctn 
only,  in  my  judgment,  be  defended  on  the  ground  that  there  is  some  special  practical  object 
which  may  be  attained  through  the  exceptional  provisions. 

Now,  there  is  no  such  special  practical  object  to  be  attained.  Whatever  be  the  efik  of 
indigo  planting,  they  no  longer  arise  from  a  complicated  system  of  contracts.  Theplantioff 
which  did  depend  on  such  contracts  is  virtually  extinct^  and  its  place  has  been  taken  in 
Tirhoot  and  elsewhere  by  a  system  which  depends  for  its  stringency  on  zemindaree  inflo- 
ence,  direct  or  indirect  This  is  a  result,  and  far  from  a  satisfactory  result,  which  I  froo 
the  6rst  predicted  when  I  saw  that  the  course  likely  to  be  followed  would  consist  in  prevent- 
ing the  indigo  planters  from  enforcing  their  contracts,  without,  at  the  same  time,  taking  iny 
steps  to  sift  the  equitable  from  the  inequitable  contracts,  and  to  give  facilities  for  enfordng 
the  former. 

Again,  it  is  not  a  case  of  limiting  or  amending  a  procedure  which  is  found  to  wod 
oppressively.  The  rules  of  the  code  of  civil  procedure  on  the  subject  pf  specific  perfons* 
ance  of  contract  (that  is,  the  actual  performance  of  contract,  as  opposed  to  the  pij^ 
ment  of  damages),  and  of  injunctions  against  intended  breach  of  contract,  cannot  easily  be 
worked  by  anybody,  and  by  sm  indigo  planter  not  at  all.  The  planter,  when  he  sees  tk 
ryot  preparing  for  another  crop  the  ground  which  he  has  contracted  to  sow  with  indigo^ 
must  file  a  regular  suit  in  the  civil  court  before  he  can  obtain  a  decree  for  specific  perforat- 
ance,  or  an  injunction.  Both  are  appealable :  and  before  the  ultimate  decision  can  begiren, 
the  crop  has  long  since  been  reapea  and  sold,  or  consumed. 

Tiie  effect,  therefore,  of  attempting  to  make  these  sections  law,  would  be  to  pat  a  per- 
fectly needless  and  useless  affront  on  the  European  community.  It  is  true  that  the  sectioa 
of  even  the  indigo  planters  which  is  directly  interested  in  the  question  is  but  a  small  ooe; 
still  the  old  quarreb  have  left  traces  behind  them,  and  the  whole  unofficial  community  woold 
consider  itself  attacked,  and  the  contest  would  be  entered  into  without  any  sort  of  object 

It  may  be  observed  that,  though  the  sections  are  directed  against  indigo  planters  and  ire 
intended  to  be  favourable  to  the  cultivating  class,  they  would  operate  very  disadvantageooslj 
for  artisans  and  labourers  for  hire*  The  *^  Explanation  *'  adaed  to  section  69  (of  die  Ap- 
pendix) speaks  for  itself,  but  under  '^  Illustrations  "  (a)  and  (6)  added  to  the  same  sectioBt 
any  emigrant  coolie  or  labourer  for  a  term  might  be  restrained  by  a  perpetual  injunctioi 
from  serving  anybody  except  his  first  employer,  and  thus  might  have  to  choose  betweei 
cruelty  and  starvation. 

I  have  thought  it  right  to  publish  the  sections  in  question,  that  the  proposed  law  aaj 
have  whatever  advantage  is  given  to  it  by  the  Commissioners'  authority.  But  I  am  om- 
pelled  to  dissent  from  their  proposal,  and'l  do  not  disguise  my  own  opinion  that,  when  the 
rest  of  the  new  law  (which  has  my  highest  admiration)  has  been  sometime  in  operation,  and 
when  the  improvement  which  has  begun  in  our  judicial  service  has  proceeded  some  way, 
the  civil  coui-ts  of  India  ought  to  be  empowered  to  decree  more  speedily  and  easily  tbe 
actual  performance  of  contracts  (whether  through  the  agency  of  specific  performauce  p 
perly  so  called,  or  through  that  of  injunctions)  instead  of  leavmg  the  plaintiff  to  the  barba- 
rous and  (in  this  country)  illusorjr  remedy  of  pecuniary  damages.  In  this  way,  and  in  this 
way  only,  will  the  Government  of  India  be  relieved  from  the  perpetually  recurring  cry  lor 
a  penal  contract  law. 

H.&1L 


NoTB  by  His  Excellency  the  Governor  General;  dated  19th  July  1867. 

It  would  afford  me  much  pleasure  could  I  concur  in  the  Honourable  Mr.  Maine's  views, 
and  agree  to  omit  certain  sections  of  the  Chapter  on  Contracts  drawn  up  by  the  Cofflmis- 
sioners  in  England,  with  the  object  of  being  introduced  into  the  Council  of  India  astbe 
future  law  of  contracts  for  this  country. 

I  can  quite  understand  and  appreciate  the  circumstances  under  which  Mr.  Maine  n 
unwilling  to  support  these  sections.  But,  with  every  deference  to  my  honourable  colleagnes 
judgment,  it  stiikes  me  that  the  proper  course  will  be  to  introduce  the  Bill  as  ithsisbeea 
drafted  by  the  Commissioners,  and  on  its  introduction  into  tiie  Council,  for  Mr.  Maine  to 
state  his  objections  to  the  particular  clauses  which  he  proposes  to  omit.  Even  did  I  object 
to  these  clauses  on  their  merits,  I  should  equally  consider  that  I  was  bound  to  adopt  this 
course. 

I  presume  that  the  Legislative  Council  of  India  will  consider  and  discuss  on  its  merits 
each  and  all  of  the  clauses  of  the  Bill,  and  that  every  member  will  then  be  free  to  give  tluoi 
his  support  or  not,  as  his  judgment  may  dictate;  though,  as  sections  of  a  law  so  draftedytod 
which  nave  received  the  support  of  the  Secretary  of  btate  for  India  in  Council,  it  will  be 

desirable, 
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desirable,  if  possible,  that  they  should  receive  the  support  of  the  different  members  of  the 
Government  of  India. 

I  have  always  been  opposed  in  principle  to  the  specific  performan  -e  clauses  as  drafted  in 
the  code  of  procedure,  to  which  Mr.  Maine  refers,  and  when  that  code  was  ori^nally  drawn 
up,  I  explained  my  objections  both  to  that  gentlem<in  and  to  Sir  Henry  Hanngton*  It  is 
true  that  the  said  clauses  were  then  so  fenced  round  by  very  stringent  conditions,  that  they 
would  probably  in  practice  have  been  rendered  null  or  nearly  so.  But  the  objection  which 
I  then  saw  to  them,  even  in  their  modified  form,  was  that,  if  they  were  once  passed  into  law, 
and  were  subsequently  found,  as  ihey  assuredly  would  have  been  found,  to  be  practicallv 
inoperative,  the  indigo  planter  could,  and  would  probably,  have  come  forward  and  have  saidf^ 
'^  the  Legislature  has  admitted  the  principle  that  contracts  for  the  supply  of  indigo  plant  are 
necessary  and  reasonable ;  it  has  admitted  further,  the  necessity  for  specific  performance  of 
such  contracts;  now  that  the  conditions  which  surround  the  provisions  of  the  law  for  their 
enforcement  have  been  found  impracticable,  modify  these  conditions  and  carry  out  the  prin- 
ciple of  law." 

My  belief  is  that  any  such  law,  if  applied  to  contracts  for  the  supply  of  indigo  produce, 
from  the  very  nature  of  the  circumstances  which  pertain  to  such  cultivation,  must  be  liable 
to  great  abuse,  which  it  would  not  be  possible  effectually  to  guard  against ;  and  therefore 
I  am  strongly  opposed  to  any  course  of  procedure  which  may  indirectly  lead  to  the  enuncia- 
tion of  such  a  principle.  When,  therefore,  a  law  of  contracts  is  brought  into  the  Legislative 
Council,  I  am  glad  to  see  clauses  guardinga^ainst  the  application  of  specific  performance 
to  contracts  for  the  delivery  of  indigo.  Without  this  precaution,  the  clauses  on  specific 
performance,  which  remained  in  the  Taw  of  contracts,  might  be  construed  to  cover  contracts 
also  for  the  delivery  of  indigo. 

I  am  not  aware  that  such  contracts  are  really  extinct.  They  have  doubtless  become  less 
common  than  formerly,  as  indigo  cultivation  has  been  largely  reduced  in  parts  of  BengaL 
In  those  districts  in  the  neighbourhood  of  Calcutta,  where  the  dispute  between  the  planter 
and  the  ryot  arose,  and  where  the  strife  was  most  intense,  viz.,  the  districts  of  Kishnaghur, 
Jessore,  Furreedpore,  and  Baraset,  such  contracts  may  have  become  virtually  extinct  But 
there  are  large  portions  of  Lower  Bengal  to  which  the  strife  of  those  days  did  not^  for  one 
cause  or  other,  in  such  intensity  extend,  yet  where  indieo  was  largely  cultivated,  and  where 
the  justly  deprecated  contract  system  equally  prevailed,  viz.,  the  eastern  portion  of  Bengal, 
Dacca..  Tipperah,  and  Mymensingh,  and  the  districts  bordering  on  the  Ganges,  Maldah, 
Rajshaye,  and  Moorshedabad.  I  believe  it  will  be  found  on  inquiry  that  the  contract 
system  which  formerly  prevailed  does  still  in  those  parts  generally  prevail. 

Nor  am  I  satisfied  that  the  system  of  indigo  planting  which  prevails  in  Tirhoot  is  free 
firom  the  taint  of  inequitable  contract.  The  Tirhoot  system  has  been  long  in  force  in  Behar, 
but  it  has  not,  I  believe,  been  introduced  generally  into  Bengal.  Moreover,  the  two  systems, 
the  Bengal  and  the  Behar,  are  not  practically  very  dissimilar.  In  Behar  (i.e.,  in  Tirhoo^ 
Chumparuu,  Sarun,  &c.),  as  in  Bengal,  the  nrst  essential  for  the  planter  was  to  buy  the 
influence  of  the  zemindar.     But  in  the  former  Province  it  has  been  the  settled  policy  of  the 

{)lanter  really  to  conciliate  and  carry  along  with  him  the  native  landlord,  and  so  to  have 
ess  difficulty  with  the  ryot;  in  Bengal,  the  price  once  paid  to  the  native  landlord,  the 
planter  cared  not  further  to  conciliate  him ;  and  the  result  frequently  was  secret  hostility 
towards  the  planter  and  secret  assistance  to  the  ryot  in  resi&tinp;  him. 

Add  to  this  a  feature  favourable  to  the  ryot  in  Behar,  by  which,  in  a  season  of  adversity, 
the  loss  was  shared  by  the  planter,  and  not,  as  in  Bengal,  borne  entirely  by  the  ryot,  and 
the  fact  that  the  ryot  in  Behar  was  less  worried  by  unscrupulous  subordinates  of  the 
planter,  and  the  main  differences  have  been  stated.  In  the  one  system,  as  in  the  other,  the 
planter  was  all  powerful — the  ryot  all  in  his  power.  In  the  one  case,  as  in  the  other, 
the  ryot  was  not  a  free  agent,  and  did  not  cultivate  indigo  from  choice.  The  contract  under 
such  circumstances,  whether  it  were  to  dehver  produce  or  to  sow  a  certain  quantity  of  land, 
was  not  voluntary,  and  could  not  be  equitable.  In  neither  case  is  it  easy  to  conceive  that 
a  contract  between  persons  so  situated  and  with  interests  so  opposed  can  be  purely  volun- 
tary and  equitable,  such  as  to  justify  a  law  enforcing  specific  performance.  The  remedy 
for  such  a  state  of  things  is  to  be  found  not,  I  think,  in  exceptional  legislation,  but  in  the 
simple  process  on  the  part  of  the  employer  of  providing  proper  remuneration  to  the 
employed. 

if  the  planter  will  pay  adequately  for  the  cultivation  of  indigo,  he  will  get  the  ryots  to 

frow  and  deliver  it.  It  is  the  circumstance  that  he  is  unwilling  to  do  so  that  necessitates 
is  driving  the  ryot  into  contracts,  which  the  latter  uses  all  his  cunning  to  evade. 
I  cannot  admit  that  it  can  fairly  be  considered  that  the  retention  of  the  clauses  which 
have  been  drafted  by  the  Commissioners,  and  which  Mr.  Maine  proposes  now  to  omit, 
would  be  to  put  an  affront  on  the  European  community.  What  we  do  in  this  case,  we  do 
because  it  has  been  proved  by  experience  that  such  precautions  are  necessary  to  guard  a 
particular  class  from  oppression  to  which  they  are  from  circumstances  especially  exposed. 

Nor  can  I  apprehend  any  danger  to  artisans  or  labourers  under  Section  59  and  its 
''  niustrations.''  No  one,  I  should  say,  would  think  of  applying  them  to  such  persons. 
But  if  there  really  is  any  danger  of  such  a  misapplication,  I  would  suggest  that  an  additional 
"  Illustration''  be  added  to  the  section. 

J.L. 
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Note  by  the  Honourable  Major  General  Sir  if.  M.  Durand,  cb,,  K.aa.1.;— 

dated  22nd  July  1867. 

This  is  a  question  I  cannot  summarily  dispose  of  with  an  oflT-hand  opinion.  It  inyolTes 
the  consideration  of  some  difficult  points,  and  even  of  a  conflict  of  legal  principles. 

I  should  suggest  that  the  Bill  be  printed  without  casting  out  the  clauses  to  which  Mr. 
Maine  objects  into  an  Appendix.  I  would  print  the  Bill  without  omissions,  but  the  clauses 
to  which  Mr.  Maine  raises  exceptions  might  be  printed  in  a  different  type,  so  as  to  indicate 
clearly  and  at  a  glance,  but  in  connection  with  what  precedes  and  what  follows,  the  parts 
of  the  Bill  to  which  Mr.  Maine's  Statement  of  Reasons  refers.  It  would  not  weaken  Mr. 
Maine's  position,  for  it  would,  supposing  his  view  be  correct,  show  the  contrast  between 
the  clauses  alleged  to  be  drawn  in  adverse  intention  to  the  indigo  planters,  and  those  not 
exceptional,  but  based  on  the  general  principles  to  which  Mr.  Maine  gives  his  support 

Both  Mr.  Maine's  note  and  that  of  the  Governor  General  might,  with  advantage,  be 

circulated  in  print. 

H.  M.  D. 


NoTB  by  the  Honourable  Sir  George  Yule,  o.b.,  k.o.s.i.  ;  dated  2Srd  July  1867. 

I  tHii7K  Sir  H.  Durand*8  proposal  preferable  to  putting  the  Specific  Performance 
Sections  into  an  appendix  ;  preferable  even,  it  seems  lo  me,  from  Mr.  Maine's  point  of  view 
in  regard  to  the  sections  in  question ;  but  still,  under  the  peculiar  circumstances  of  the 
case,  I  would  leave  the  decision  on  the  procedure  to  be  adopted  entirely  to  Mr.  Maine 
himself.     We  are  not  required  to  express  an  opinion  on  any  other  point  at  present 

G.  U.  T. 


NoTS  by  the  Honourable  Mr.  Maine;  dated  23rd  July  1867. 

These  ]>apers  have  again  come  to  me,  possibly  through  accident,  but  I  think  that  a  few 
more  words  from  me  may  save  from  some  misapprehension  those  Members  of  Council  who 
have  not  yet  seen  them. 

His  Excellency  the  Viceroy  appears  loroeto  beunder  the  impression  that  there  is  some  law 
of  Specific  Performance  in  Lidia  which  may  be  used  to  enforce  an  indigo  contract.  There  is 
no  such  law.  The  provision  in  the  Code  of  Civil  Procedure  that  the  forms  of  a  regular 
suit  must  be  gone  through  before  a  decree  for  specific  performance  or  an  injunction  can  be 
obtained,  is  an  absolute  bar  to  its  bein^^  employed  in  indigo  matters. 

If  the  Commissioners'  sections  become  law,  they  will  in  no  respect  alter  the  existing 
procedure.  Thev  will  only  throw  it  into  a  form  singularly  obnoxious  to  the  European 
community,  through  the  special  exception  of  indigo  contracts  from  the  operation  of  prm- 
ciples  elsewhere  recognised. 

My  contention  is  that  the  sfciions  are  in  their  wrong  place.  A  civil  code  of  contract 
embodies  the  answer  to  the  question,  *'  What  is  a  contract?^'  A  code  of  procedure  in  con- 
tract contains  the  reply  to  the  question,  *'In  what  mode  shall  a  contract  be  enforced  ?"  My 
opim'on  is  clear  as  to  the  code  m  which  the  rules  of  specific  performance  ought  to  be  set 
forth. 

I  have  accordingly  proposed  to  postpone  the  question  of  specific  performance  until  the 
proper  moment  for  discussing  it  arrives;  the  period,  namely,  when  the  Secretary  of  State 
gives  leave  to  the  Legislature  to  undertake  the  revision  of  the  code  of  civil  procedure.  I 
do  not  wish  to  discuss  either  the  sections  of  the  Commissioners  or  those  prepared  by  Sir 
H.  Harington  aid  myself;  first,  because  it  is  the  wrong  time  for  such  a  discussion;  and, 
next,  because,  if  either  one  or  the  other  set  of  rules  were  carried  now,  they  would  assuredly 
have  to  be  repealed  when  the  code  or  procedure  was  revised. 

I  submit,  at  the  same  time,  that  I  have  paid  all  due  deference  to  the  authority  of  the 
Commissioners.  I  have  printed  their  sections  in  an  Ap()endix,  and  they  will  have  as  much 
publicity,  and  will  be  as  wid<-ly  ciiculated,  as  the  Bill  itself.  If  any  Member  of  the  Select 
Committee  or  Council  thinks  fit  to  move  them  by  way  of  amendment,  they  are  ready  to  hi» 
hand.  This  course  seems  to  me  infinitely  preferable  to  placing  me  in  the  not  very  creditable 
position  of  having  lo  oppose  my  own  Bill. 

1  frankly  admit  that  I  hope  the  good  sense  of  each  and  every  member  of  the  Legislature 
will  lewd  him  to  refrain  from  movmg  such  an  amendment.  In  the  discussion  wpich  wiD 
come,  things  will  ^dmost  infallibly  be  said  which  will  be  offensive  to  the  European  com- 
munity on  one  side,  and  to  the  Law  Commissioners  on  the  other.  Attention  will  be  diverted 
from  the  important  parts  of  the  Bill  to  its  least  important  provisions.  A  prejudice  will  be 
created  against  what  is  really  a  most  beneficial  measure.  And,  when  all  is  done,  it  will 
come  practically  to  the  same  thing,  whether  the  sections  are  carried,  or  whether  they  are 
not  carried. 

I  am  sorry  that  some  remarks  of  mine  have  given  occasion  to  his  Excellency  to  enter  on 
the  question  of  substance.     Whether  indigo  contracts  are  or  are  not  extinct,  whether  they 
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ar    alwayB  fair  or  always  unfair,  may  be  matters  on  which  there  is  room  for  legitimate 
doubt,  but  which  there  is  not  the  smallest  practical  use  in  discussing  now. 

Let  me  add  that  bis  Excellency  is  mistaken  in  supposing  that  the  Secretary  of  State  has 
especially  approved  of  these  sections.  He  has  merely  requested  that  a  '^measure  founded 
on  the  Commissioners*  draft"  may  be  submitted  to  the  Legislature.  As  Lord  Cranborne, 
in  replying  to  a  question  about  my  own  sections  (intended,  be  it  remembered,  Tor  a  code  of 
procedure),  stated  in  Parliament  that  the  planters  had  grievances  which  ought  to  be  re- 
medied, he  can  scarcely  approve  of  sections  which  would  practically  have  the  effect  of 
excluding  the  planters  from  civil  remedies. 

H.  8.  M. 


Note  by  the  Right  Honourable  Mr.  Massey;  dated  23rd  July  1867. 

The  simple  question  at  present  is,  whether  Mr.  Maine  shall  be  allowed  to  print  the  Bill 
in  the  form  in  which  he  proposes  to  introduce  it? 

I  have  no  hesitation  in  saying  he  is  entitled  to  do  so>  and  that  the  Council  could  not 
attempt  to  subject  him  to  any  coercion  in  the  matter. 

I  give  no  opinion  at  present  as  to  the  clauses  which  he  proposes  to  omit  The  whole 
poRcy  of  the  measure  will  be  discussed  before  the  Bill  is  debated  in  the  Legislative  Council, 
and  if  we  cannot  agree  in  the  Executive  Council,  Mr.  Maine  will  probably  not  object  to  its 
being  an  open  question. 

W.  N.  M. 


NoTB  by  the  Honourable  Mr.  Maine \  dated  25th  July  1867. 

After  reconsidering  the  subject  discussed  in  Council  yesterday,  I  have  to  say  that  I  am 
willing  to  change  the  form  of  the  Bill  which  embodies  the  "  Lidian  Contract  Law."  I  do 
this,  partly  out  of  deference  to  the  strong  feeling  which  appears  to  be  entertained  by  his 
Excellency  the  Viceroy,  partly  because  I  do  not  wish  to  deprive  the  country  any  longer  of 
the  great  boon  which  wUI  be  conferred  on  it  by  the  mere  publication  of  those  parts  of  the 
Bill  which  define  and  describe  contracts ;  and  partly  because,  while  I  feel  strongly  tho 
falsity  of  the  pf)sition  involved  in  moving  the  reierence  to  a  Select  Committee  of  a  Bill  of 
which  I  in  some  measure  disapprove,  yet  I  think  that  almost  any  anomaly,  confined  to 
India,  is  better  than  that  this  Government  should  formally  refer  to  the  Secretary  of  State 
the  question  whether  the  legal  member  of  Council  is  bound  to  move  the  adoption  of  certain 
provisions,  from  which  not  only  does  he  dissent,  but  his  dissent  from  which  is  so  notorious 
that  questions  respecting  his  views  have  been  asked  in  Parliament. 

I  am  willing,  therefore,  to  transfer  the  specific  performance  sections  from  their  pi*esent 
position  in  the  Appendix  to  the  end  of  the  Bill,  in  which  they  will  be  included;  and  I  pro- 
pose, after  the  discussion  of  these  sections  in  the  Statement  of  Objects  and  Reasons,  to  add 
some  such  passage  as  the  following  : — 

These  sections  are  retained  in  the  Bill  out  of  deference  to  Her  Majesty's  Commissioners ' 
but  it  is  the  intention  of  tlie  Member  of  Council  charged  with  the  Bill  to  move  their  omit* 
sion  in  the  Select  Committee,  or,  if  necessary,  in  the  Council,  principally  for  the  followiog 
reasons/' 

Then  will  follow  the  last  two  paragraphs  of  the  statement  in  their  present  form. 

But  while  I  state  my  willingness  to  take  this  course,  I  must  again  take  the  liberty  of 
expressing  my  doubts  whether  it  is  expedient,  and  not  only  whether  it  is  expedient,  but 
whether  it  is  not  especially  inexpedient  from  the  point  of  view  of  the  Viceroy  and  of  thoie 
who  agree  with  hiou 

1«  It  renders  an  irritating  discussion  inevitable.  If  the  omitted  sections  are  replaced  in 
the  Bill,  it  is  due,  not  simply  to  myself  and  my  opinions,  but  to  the  character  of  Sir 
H.  Harington,  that  I  should  attempt  to  get  them  out.  On  the  other  hand,  if  tliey  are  left 
in  the  Appendix,  the  chances  seem  to  me  to  be  that  the  good  sense  of  all  will  prevent  their 
being  moved  by  way  of  amendment.  The  consequence  will  be  that,  though  there  may  be 
a  Kttle  discussion  by  the  Press  when  the  Bill  is  first  pubUshed,  ihe  whole  subject  of  specific 
performance  will  be  postponed,  as  his  Excellency  would  apparently  wish,  till  long  after  the 
Viceroy  and  I  have  left  the  country,  and  will  probably  be  renliscussed  amid  a  totally  new  set 
of  ideas  on  the  subject  of  contract  produced  by  the  present  Bill,  and  possibly  in  a  totally 
different  set  of  relations  bet\\een  planter  and  ryot.  Meantime,  so  long  as  the  code  of  civil 
procedure  is  unrevised,  the  law  does  not  admit  of  the  specific  performance  of  a  contract  to 
cultivate  a  particular  crop,  or  in  a  particular  manner. 

2.  The  result  which  I  understood  the  Viceroy  to  deprecate  strongly  in  Council,  namely, 
that  his  Excellency  himself  or  somebody  who  agrees  with  him,  should  have  to  move  these 
sections  by  way  of  amendment,  is  very  likely  to  occur,  even  though  they  are  placed  at  first 
in  the  body  of  the  Bill.  It  follows,  of  course,  from  what  I  have  saia,  that  I  consent  to 
move  the  reference  of  the  Bill  to  a  Select  Committee,  although,  strictly  speaking,  such  a 
motion,  according  to  our  procedure,  implies  approval  of  all  important  parts  of  the  measure. 
But  in  Committee  I  must  move  the  omission  of  the  sections,  and  I  may  possibly  succeed. 
:.     939-  M4  In 
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In  that  oase^  the  Bill  submitted  to  Council  at  what  may  be  called  the  third  reading  will  not 
be  the  Bill  in  its  original  form,  but  the  Bill  as  amended  by  the  Select  Committee.  Con- 
sequently,  anybody  who,  contrary  to  the  recommendation  of  the  Select  Committee,  wishes 
to  replace  the  omitted  sections,  will  have  to  move  them  by  way  of  amendment 

3.  I  submit  that,  in  insisting  on  the  inclusion  of  these  sections,  the  Viceroy,  or  anybody 
who  agrees  with  him,  abandons  a  strong  position  for  a  weak  one.  The  Keport  of  the 
Indigo  Commission  is  now  seven  years  old,  and  whether  or  not  his  Excellency  is  right  in 
denying  that  the  old  indigo  contracts  are  extinct,  there  can  be  no  reasonable  doubt  thai 
they  have  been  widely  and  considerably  modified.  Still  I  freely  admit  that  when  anybody 
attempts  to  amend  the  present  code  of  civil  procedure,  which  does  not  admit  of  the  specific 
performance  of  any  kind  of  cultivating  contract,  the  conclusions  of  the  Indigo  Report  pre- 
sent a  formidable  and  perhaps  insuperable  obstacle  to  his  success,  if  the  effect  of  the  amend- 
ment  will  be  to  give  an  advantage,  however  slight  and  incidental,  to  the  planter.  But,  on  the 
other  hand,  I  submit  that  there  is  not  sufficient  evidence  to  go  upon,  if  the  offensive  is  taken, 
and  it'  one  places  oneself  under  the  oblii>ation  of  showing  that  indigo  contracts  should  be 
excepted  eo  nomine  (as  is  virtually  done  by  the  Commissioners)  from  a  class  of  enforceable 
contracts  to  which  they  would  otherwise  belong;,  and  to  which  they  would  belong  even  under 
the  narrow  English  law.  Direct,  distinct,  affirmative  evidence,  bearing  ou  the  state  of 
things  now  existing,  is  required  in  such  a  case,  not  inferences  from  the  Indigo  Report  or 
suspicions  derived  from  the  relative  characters  of  European  and  Native.  I  only  state  the 
results  of  my  own  experience  when  I  say  that,  so  long  as  the  planter  is  denied  the  help  of 
the  civil  law  in  enforcing  his  contracts  through  a  general  provision  of  the  procedure  code, 
evidently  not  framed  with  any  special  reference  to  his  position,  it  is  all  but  impossible  to 
make  any  change  which  assists  him,  however  incidentally,  in  the  face  of  the  doubts  sug- 
gested by  the  Indigo  Report.  But  it  becomes  a  very  different  matter  when  the  positions 
are  reversed,  and  when  the  opponent  of  the  planter  proposes  a  new  law  of  specific  per- 
formance, and  denies  the  benefit  of  it  to  his  contracts  with  the  ryot,  not  on  the  score  of 
proved  want  of  equity  in  particular  contracts,  but  on  the  i  priori  assumption  that  all  sach 
contracts  are  from  the  nature  of  the  case  uiijust. 

As  I  have  said>  however,  rather  than  make  a  reference  to  the  Home  Government,  I  will 
adopt  the  course  which  I  do  not  think  the  best 

H.  S.  M. 


Note  by  His  Excellency  the  Governor  General ;  dated  26th  July  1867. 
(With  remarks  by  the  Honourable  Mr.  Maine,  dated  26th  July  1867.) 

On  again  looking  over  the  printed  copy  of  the  amended  draft  for  the  Contract  Law,  I 
find  that  flZZ  the  Specific  Performance  Clauses  have  been  omitted,  as  stated  yesterday  by 
Mr.  Maine  in  Council.  One  of  my  objections,  therefore,  to  comply  with  his  wishes,  of 
course  falls  to  the  ground.  But  1  am  myself  still  in  favour  of  retaining  all  these  clauses  in 
the  proposed  Contract  Law,  as  prepared  by  the  Commissioners.  The  objection  advanced 
by  Mr.  Maine  to  their  forming  part  of  the  substantive  law,  appears  to  me  to  be  quite  a 
technical  one,  which  ought  not  to  have  much  weight  with  us.  And  if  his  authority  on  such 
a  subject  is  justly  entitled  to  much  consideration,  so  is  that  of  the  Commissioners  also. 

The  real  objection  of  my  honourable  friend  is  to  the  exceptions  of  the  Conamissioners  lo 
the  rules  laid  down  in  these  clauses.  Now  it  certainly  appears  to  me  that  the  weight  of 
authority  is  in  favour  of  these  exceptions.  The  Report  of  the  Commission  on  the  question 
of  indigo  cultivation  in  Bengal,  in  Lord  Canning's  time,  proved,  in  my  mind,  most  com- 
pletely, what  was  long  before  that  period  pretty  notorious,  that  contracts  for  the  deliver;  of 
indigo  produce  were  not  really  voluntary  ones,  hut  forced  on  the  r^ot  as  a  rule  by  the 

flanters.     While  I  see  no  objection  to  Specific  Performance  Clauses  in  a  Contract  Law  for 
ndia  as  a  general  rule,  I  consider  that  exceptions,  such  as  the  Commissioners  have  made, 
}  are  just  and  reasonable,  and  such  as  circumstances  demand  in  India. 

;  If  Mr.  Maine  cannot  bring  himself  to  introduce  the  law  in  the  complete  form  in  which 

i  it  has  been  received  from  England,  it  becomes  a  question  whether  some  other  Member  of 

S  Council  would  not  undertake  the  duty, 

i  J.L 

Qn  this  Note  of  his  Excellency  I  have  to  remark  that  my  objections  to  the  Comans- 
siohers*  sections  are  threefold.    I  consider, 

1.  That  the  sections  are  out  of  place  ; 

2.  That  they  needlessly  raise  an  irritating  political  question; 
1 

3.  That  both  the  rules  and  the  exceptions  are  thoroughly  uosuited  to  India. 

This  last  is  an  objection  of  substance,  which  I  have  kept  back,  trusting  to  the  first  two. 

H.  S.  M. 
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Note  by  the  Honourable  Mr.  Maine,  dated  27th  July  1867. 

I  AM  extremely  sorry  to  have  to  ask  the  Viceroy  and  my  honourable  colleagues  to  read 
nnything  more  from  me  on  the  subject  of  the  "  Indian  Contract  Law ;  ^'  but  I  pcceive  from 
a  second  Noie  by  his  Excellency,  which  has  been  in  circulation,  ihat  the  discussion  next 
Wednesday  will  be  incomplete,  unless  I  touch  on  a  side  of  the  question  before  us,  which  I 
have  hitherto  scrupulously  avoided — its  merits.  I  have  hitherto  confined  myself  to  reasons 
for  omitting  the  Commissioners*  sections  which  are  not  reasons  of  f^ubstanc^*.     These  are — 

1.  That  the  sections  will  embark  us  in  an  iriitating  contioversy; 

2.  That  they  will  do  so  needlessly,  since  they  will  effect  no  practical  change  in  the 
existing  law ; 

3.  That  they  will  do  so  prematurely,  since  the  revision  of  the  Code  of  Civil  Pro- 
cedure will  furnish  a  much  better  occasion  for  discussing  the  subject  of  Specific 
Performance ; 

4.  That  they  are  out  of  place. 

On  my  former  Notes,  however,  the  Viceroy  has  made  the  remark  that  apparently  I  do  not 
object  to  the  Commissioners*  rules  of  Specific  Performance  and  Injunction,  but  only  to  the 
exception  <>f  indiiro  contracts.  It  is  thus  evident  to  me  that,  by  trusting  to  the  objections 
just  enumerated,  I  have  placed  myself  at  a  disadvantage.  The  truth  is,  I  object  to  the 
rules  as  much  as,  or  even  more  than,  1  do  to  the  exceptions. 

The  grounds  on  which  I  quarrel  with  the  rules  are  much  wider  than  those  on  which  I 
quarrel  with  the  exceptions.  My  opinion  is  that  the  greatest  evil  connected  wifh  the  civil 
procedure  of  India,  is  one  quite  apart  from  indigo  contmcts.  it  is  the  system  of  unexecuted 
decrees  for  money  or  pecuniary  damages.  Until  my  own  proposals  fell  into  abeyance,  I  was 
collectins;  evidence  on  the  point,  and  had  collected  a  great  deal.  It  was  all  one  way.  It 
showed  that  such  decrees  are  rarely,  indeed  almost  never,  executed  in  India  against  small 
debtors  in  the  way  required  by  the  theory  of  the  law.  This  is,  perhaps,  inevitable  in  a 
country  in  which  the  debtor  has  so  little  '*  visible"  moveable  property,  and  in  which  his 
land  depends  so  much  for  its  value  upon  his  labour,  and,  indeed,  if  it  consist  in  a  right  of 
occupancy,  cannot  betaken  in  execution.  The  result  is  that  these  decrees  are  hoarded. 
They  are  divided,  bequeathed,  inherited,  and  sold  in  open  market.  Probably  there  is  nothing 
which  more  astonishes  an  English  judge  fresh  from  home.  Fmally,  these  decrees  get  into 
the  hands  of  some  neighbour  of  the  debtor,  richer  than  himself,  probably  the  village  money- 
lender. By  him  they  are  so  used  as  to  become  an  instrument  of  monstrous  oppression. 
They  are  enforced  by  a  little  at  a  time,  or  bonds,  bearing  enormous  intere$t,  are  taken  for 
forbearance,  or  they  are  retained  as  means  of  exercising  power.  Meanwhile  there  is  no 
insolvent  laiir  in  the  Mofussil  by  which  the  debtor  can  release  himself. 

The  rules  of  specific  performance  and  injunction  framed  by  me  with  Sir  H.  Harington's 
» assistance  would  have  tended  to  cure  this  great  evil,  which  probably  affects  thousands,  where 
the  indigo  contracts  affect  scores.  Under  these  rules,  the  civil  courts  would  have  ordered 
the  defendant  to  perform  his  engagements  or  restrained  him  irom  breaking  them,  instead  of 
waiting  till  he  had  committed  a  breach  of  contract,  and  then  handing  hiui  over  to  the 
plaintiff.  It  appears  to  me  that  in  this  wjay  only  can  Indian  Courts  discharge  the  duty 
imposed  on  them  by  the  theory  of  the  law.  At  present  they  seem  to  me  to  act  pretty  much 
after  the  fashion  of  certain  tribunals  which  have  no  very  savoury  historical  reputation. 
They  condemn  the  defendant,  and  then  turn  him  over  to  somebody  else  to  be  tortured. 

The  sections  in  question  proceed  on  the  assumption  (which  is  made  by  every  civilized 
body  of  law  in  the  world,  except  the  English),  that  a  wide  and  liberal  law  of  specific  per- 
formance is  to  be  preferred  to  a  narrow  law.  But  they  are  fenced  round  with  restrictions 
which  would  effectually  prevent  their  being  applied  in  any  case  in  which  the  extraordinary 
civil  remedifs  of  specific  performance  and  injunction  would  cause  injustice  or  hardship,  as 
compared  with  the  ordinary  civil  remedy  of  damages. 

The  draft  revised  Code  of  Civil  Procedure  is  put  up.  The  specific  performance  sections 
are  24,  25, 133,  134,  Sections  314  to  317  (both  inclusive),  and  Section  328.  The  rules  conr> 
cerning  injunctions  correspond. 

i  would  further  call  attention  to  Section  62  of  the  Code  of  Criminal  Procedure  (also  put 
up).  It  is,  I  believe,  the  provision  of  the  code  on  which  magistrates  most  rely  for  good 
administration  and  the  prevention  of  crime  and  disorder,  and  it  embodies  a  true  criminal IdiVf 
of  specific  performance  and  injunction,  now  in  force  in  India, 

I  also  take  the  liberty  of  appealing  to  certain  remarks  of  mine  made  in  the  Legislative 
Council  when  I  transferred  the  charge  of  my  sections  to  bir  H.  Harington.  They  are  con- 
tained in  the  volume  of  Legislative  Proceedings  put  up.  My  argument  is  much  weaker 
than  it  would  be  if  the  present  Bill  became  law,  for  almost  any  court  will  now  be  able  to 
apply  the  proper  tests  of  validity  and  invalidity  to  contracts. 

1  fully  admit  that  my  sections  would  have  apfilied  to  indigo  contracts,  unless  such  con« 
tracts  were  excluded  by  the  limitations  embodied  in  the  law.  I  also  admit  that,  but  for  the 
planters'  agitation,  it  is  very  likely  that  the  grave  defects  in  Indian  civil  procedure  to  which 
1  have  adverted,  might  have  escaped  notice ;  but  this  is  only  an  illustration  of  a  phenomenon 
many  times  seen.     The  European  community  has  rarely  been  disinterested  in  its  agitations; 
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but  its  grievances  have  constantly  opened  its  eyes,  and  ultimately  those  of  the  Go?err*ment 
to  many  real  and  grave  defects  in  our  laws  and  administration. 

I  assert,  however,  that  if  an  indigo  contract  satisfied  ihe  conditions  of  those  sections,  and 
if,  further,  it  satisfied  the  tests  of  valid  contract  set  forth  in  the  new  Bill,  and  known  for 
centuries  to  lawyers,  on  every  principle  of  justice  it  ought  to  be  enforced  by  the  civil  courts. 

My  own  opinion  is  that,  if  my  sections  had  become  law,  ihey  would  have  revolutionized 
the  relaticins  of  planter  and  ryot  The  practice  of  hoarding  money-decrees  and  holding 
them  over  the  ryot  in  terrorem^  was  one  of  the  greatest  evils  of  the  indigo  system.  That 
would  have  come  to  an  end.  My  sections  further  denied  the  benefit  of  Uieir  procedure  to 
contracts  for  more  than  five  years,  a  provision  which  would  have  put  an  end  to  those  lon^y 
contracts  under  which  the  ryot  was  almost  enslaved,  and  I  would  have  ccmsented  t»  shorten 
the  duration  of  the  contracts,  if  necessary.  Further,  a  contract,  in  c»rder  to  come  under  the 
new  law,  had  to  be  registered  under  the  Registration  Act,  so  that  the  personation  imputed 
justly  or  unjustly  to  the  planters  would  have  been  rendered  impossible,  and  Ae  actual  assent 
of  the  ryot  would  have  been  established. 

Under  such  a  system  it  is  all  but  certain  that  the  whole  of  the  existing  indigo  contracts 
would  have  been  abandoned,  and  all  contracts  would  have  assumed  a  new  form.  And, after 
all  the  securities  required  by  my  sections  had  been  provided  in  the  initiation  of  the  contract, 
the  planter,  if  the  present  bill  became  law,  would  oe  compelled  t  >  satisfy  the  Court  of  the 
inherent  equity  of  his  contract  before  he  obtained  his  remedy — a  remedy  which,  I  may 
observe,  would,  in  the  great  majority  of  cases,  have  been,  not  a  decree  for  specific  perform- 
ance in  the  strict  sense  of  the  words,  but  an  injunction  against  meditated  breach  of  contract, 
since  a  complicated  contract  to  cultivate  in  a  particular  way  is  not  ''certain"  within  the 
meaning  of  my  sections. 

This  attempt,  nt»t,  I  venture  to  think,  quite  unwortiiy  of  the  importance  and  difficulty  of 
the  subje(  t,  has  now  miscarried.  The  Secretary  of  State  has  vetoed  it,  and  the  Liw  Com- 
missioners now  propose  that  the  planters  shall  be  outlawed  so  ftr  as  the  civil  law  is  con- 
cerned. The  expedients  by  which  a  Native  enforces  a  'uoney-decree  against  a  small  debtor 
are.  of  course,  impracticable  to  a  European.  The  Viceroy  anticipates  that,  in  the  absence 
of  legal  power  of  constraint,  the  planters  will  make  &ir  contracts.  If  I  know  anything  of 
Iraman  nature,  I  predict  the  exactly  opposite  result,  i  think  they  will  become  careless  of 
the  equity  of  their  contracts,  and  will  trust  to  zemindaree  influence,  and  to  other  less  legal, 
though  not  less  oppressive,  methods  to  enforce  them. 

The  Viceroy  has  observed  in  the  same  note,  that  my  objection  to  the  misplacement  of  the 
sections  in  a  Civil  Code  is  only  *'  lechnical."  If  the  observation  is  made  in  disparagement, 
I  do  not  accept  it.  Scientific  faults  are  of  jreat  importance  in  our  codes,  which  are  destined, 
I  am  sure,  to  exercise  great  influence  on  English  jurisprudence,  an  influence  which  the  pro- 
posed  arrangement  would  be  likely  to  impair. 

I  do  not  wisli  by  this  note  to  provoke  a  paper  controversy,  but  merely  to  ensure  the  com- 
pleteness of  our  next  discussion,  and  to  guard  myself  against  being  supposed  to  make  a 
concession  which  I  never  intended  to  make.  Nor  do  I  desire  to  recall  the  offer  which  I 
made  to  include  the  omitted  sections  in  the  Bill^  provided  I  may  expressly  reserve  to  myself 
power  to  oppose  them  afterwards. 


Note  by  His  Excellency  the  Commander  in  Chief,  dated  27  July  1867. 

[With  a  Remark  by  Sir  H.  Durand,  dated  29  July  1867.] 

It  appears  to  me  that  the  important  questions  which  are  involved  in  the  matter  of  the 
discussion  between  his  Excellency  the  Viceroy  and  the  Hcmourable  Mr.  Maine  should  be 
specified,  and  votes  taken  separately  on  them. 

1st.  Is  it  competent  for  even  a  majority  of  the  Council  to  dictate  to  a  Member  how  he  is 
to  frame  a  Bill,  provided  that  he  generally  adheres  to  the  spirit  of  the  instructions  the 
Government  has  received  from  the  Secretary  of  State? 

2nd.  The  principle  of  our  future  discussions  having  been  aflSrmed  by  a  vote  on  Question  1, 
does  the  course  proposed  by  Mr.  Maine  sufficiently  meet  the  views  of  the  Secretary  of  State 
in  a  matter  of  such  moment  as  the  framing  of  a  chapter  of  a  code  of  substantive  taw;  this 
question  being  viewed  according  to  the  precedents  with  which  the  Council  is  acquainted? 

3rd.  Is  the  reasoning  of  Mr.  Maine  sufficient  for  the  support  of  his  views,  on  what  has 
been  called  the  technical  ground,  though  much  more  than  tecnnicality  is  involved  in  it,  viz., 
that  it  is  a  solecism  to  include  rules  of  procedure  in  a  code  of  substantive  law  ? 

4th.  Is  Mr.  Maine  right  or  wrong  in  his  proposition  that  the  course  proposed  by  the 
Viceroy  will  not  alter  the  law  as  apparently  wished  by  his  Excellency,  while  it  will  suggest 
class- agitation  and  irritate  the  indigo  planters  ? 

5th.  Is  it  politic  to  introduce  into  the  Indian  Contract  Law  of  1867  the  contested  clauses, 
if  Mr.  Maine's  proposition  as  contained  io  Question  4  be  correct. 

I  venture  to  suggest  that  it  will  facilitate  our  deliberations  if  the  Council  come  to  a  dis- 
tinct understanding  on  the  foregoing  points,  it  being,  I  believe,  impossible  for  us  to  extricate 
ourselves  from  the  dilemma  in  which  wc  are  involved  without  defining  the  issues  in  some 
.such  manner  as  is  here  proposed. 
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It  seems  to  me  that  the  Council  has  been  sufficiently  informed  for  this  purpose  by  the 
several  notes  of  the  Viceroy  and  Mr.  Maine,  and  the  discussion  of  last  Wednesday. 
1  would  beg  that  this  note  may  be  circulated  before  the  next  meeting  of  Council. 

W.  R.  M. 


Ins  Note  circulated  before  this  paper  reached  me,  I  have  stated  what  appears  to  me  the 
main  point  to  be  considered  and  discussed  before  entering  on  the  question,  whether  the  prin- 
ciple mvolved  should  be  in  contract  law  or  the  civil  procedure.^ 

H.  M.  D. 


Note  by  the  Honourable  Major  Greneral  Sir  H.  Durand,  c.b.,  k.c.s.i.  ; 

dated  29th  July  1867. 

I  DO  not  fiilly  appreciate  the  technical  objection  raised  by  Mr.  Maine  to  the  insertion  of 
the  sections  having  reference  to  specific  performance ;  they  seem  to  follow  naturally  enough 
as  a  branch  of  performance  of  contract ;  and  considering  that  independently  of  indigo 
contracts,  there  are  many  <»ther  kinds  of  agreements  in  which  specific  performance  may  have 
to  be  adjudicated,  the  Law  Commissioners  might  have  exposed  themselves  to  crincism  had 
they  passed  over  this  peculiar  form  of  performance  of  contract  wiihi»ut  laying  down  any 
guiding  principles  in  the  Indian  Contract  Law.  We  are  told  that  "  in  some  cases  where 
*'  compensation  in  damao:es  is  manifestly  insufficient,  the  Court  of  Equity,  and  in  some 
•*  cases,  the  Common  Law  Courts  also,  will  compel  specific  performance,  as  for  example  in 
•'  ca^e  of  agreements  for  the  formation  of  a  partnership,  or  for  the  sale  of  the  good-will  of  a 
*'  trade,  and  of  contracts  to  insure  against  loss  of  fire."  Having  to  combine  the  principles 
which  in  England  govern  the  Common  Law  Courts  and  Chancery,  the  Law  Commissioners 
could  hardly  with  profiriety  avoid  touching  distinctly  on  a  branch  of  contract  law  which  had  a 
special  bearing  on  a  large  and  not  unimportant  class  of  cases  that  may  and  do  occur  at  our 
centres  of  commerce.  But  more  especially  was  this  necessary  when  they  had  to  lay  down 
so  vital  a  principle  as  that  one  large  class  of  cases,  which  might  otherwise  be  comprised  by 
the  general  principles  affectins:  specific  performance,  were  to  be  excluded  from  this  remedy. 
As  a  principle,  it  touches  to  the  quick  the  interests  of  the  ryots  employed  in  the  cultivation 
of  indigo,  opium,  cotton,  sugar,  8cc. ;  and  at  the  same  time  it  nervously  affects  the  interests 
of  capitalists,  European  or  Native,  who  trade  with  the  agricultural  community  for  these 
▼aluable  products,  in  a  way  more  or  less  serious,  accordint;  to  the  nature  of  agreements 
which  it  is  the  custom  to  make  in  particular  districts.  From  this  point  of  view,  I  can 
hardly  conceive  a  more  momentous  legal  principle  than  the  exclusion  of  agreements  to  cul- 
tivate land  in  a  particular  manner,  or  to  grow  particular  crops,  and  it  is  one  that,  if  delibe- 
rately  adopted,  merited  a  distinct  section  for  its  prominent  and  formal  enunciation.  It  is 
scarcely  done  credit  by  insertion  as  an  explanation  to  section  52. 

The  main  point  at  issue  really  is,  whether  the  Government  of  India  is  prepared  delibe- 
rately to  accept  the  exclusion  of  this  class  of  engagements  from  the  judicial  remedy  of 
decrees  for  specific  performance  or  of  injunction  against  meditated  breach  of  contract 
This  lies  at  the  root  of  the  difference  of  opinion  between  his  Excellency  the  Governor 
General  and  the  Honourable  Mr.  Maine  ;  and  whether  the  contract  law  code  or  tlie  revised 
civil  procedure  code  be  the  proper  place  for  the  sections  on  specific  performance,  seems  a 
point  of  minor  moment  easily  enough  disposed  of  when  once  the  main  question  at  issuti  is 
faced  and  decided.  It  is  a  question  which  should  be  first  formally  considered  and  discussed 
before  embodying  a  vital  principle  in  either  code. 

H.  M.  D. 


Note  by  the  Honoui-able  H.  S.  Maine  \  dated  14th  August  1867. 

His  Excellency  the  Governor  General,  while  expressing  himself  sensible  of  my  offer  to 
defer  to  his  views  by  including  the  omitted  sections  in  the  Bill,  subject  to  a  right  reserved 
on  my  part  to  move  their  omission  at  a  later  stage,  has  intimated  m  Council  thai  he  does 
not  consider  such  a  course  would  be  expedient.  It  has  therefore  been  decided  that  the 
discussion  on  the  sections  shall  be  communicated  to  the  Secretary  of  State. 

The  misfortune  of  differing  Irom  the  Indian  Law  Commissioners  on  a  point  of  law  and 
from  the  Governor  General  on  a  point  of  policy,  does  not  often  happen  to  me.  But  as  my 
opinion  is  strong,  and  as  my  position,  owing  to  passages  in  the  past  history  of  the  question, 
is  somewhat  peculiar,  1  have  thought  it  right  to  maintain  my  position. 

The  question  as  to  the  prosier  place  of  the  sections  is,  I  nray  observe,  raised  in  a  singu* 
larly  distinct  form.  The  c  se  is  not  like  that  of  those  rules  of  procedure  which  were  sent 
to  us  by  the  Commissioners  with  their  chapter  on  succession.  At  that  time  there  was  not 
m  India  any  procedure  to  regulate  probate  and  administration,  and  consequently,  if  the  new 
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rules  of  succession  were  to  be  worked  at  all,  it  was  necessary  lo  supply  a  new  procedure. 
But  now  we  have  a  law  of  specific  performance  in  India  and  of  injuoction  against  breach 
of  conti-act,  and  this  law  is  contained  in  the  existing  code  of  civil  procedure.  The  point  is 
therefore  distinctly  raised  whether  this  law  shall  or  shall  not  be  removed  from  the  code  of 
civil  procedure,  and  transferred  to  the  code  of  substantive  civil  law. 

1  do  noi  for  a  moment  deny  that  something  is  to  be  said  for  including  specific  perform- 
ance and  cognate  topics  in  the  province  of  procedure.  I  have  admitted  in  the  statement  of 
objects  ancrreasons  appended  to  my  Bill  (which  [  beg  may  be  considered  as  incorporated 
with  these  notes)  that  there  is  between  law  and  procedure  a  debateable  land.  Nor  do  I 
doubt  that  many  more  reasons  for  the  course  taken  in  the  Contmissioners*  draft  have  sug- 
gested themselves  to  the  Commissioners  than  have  occurred  to  rae.  At  the  same  time, 
1  hesitate  to  place  among  the  reasons  which  have  determined  the  Commissioners,  those 
which  appear  to  be  urged  in  the  last  note  of  Sir  H.  Durand,  which,  by  some  accident,  I 
have  only  just  seen.  If  I  righily  understand  my  honourable  and  gallant  colleague,  his  argu- 
ment is,  tl»at  the  Commissioners  were  justified  in  including  specific  performance  and  injunc- 
tion in  their  draft  because  those  subjects  have  grt*at  importance  in  connection  with  contract. 
The  fact  is  undeniable;  nnd  unquesiionably  this  very  impression,  that  whatever  is  inciden- 
tally important  in  connection  with  a  particular  branch  of  law  may  legitimately  be  dealt  with 
as  part  of  it,  is  t)ne  which  is  shared  by  large  numbers  of  English  writers  on  law.  These 
writers  almost  systematically  confound  the  boundaries  between  law  and  procedure,  and 
hence  it  is  that  the  most  comprehensive  treatise  on  the  English  common  law  is  nominally  a 
work  on  "  Nisi  Prius,"  that  books  on  the  "  principles  ot  ecjuity  "  run  off  into  discussions  on 
the  practice  of  the  Court  of  Chancery,  and  that  exliaustive  discussions  of  those  principles 
are  found  in  treatises  on  "  Equity  Pleading  "  and  on  **  Decrees."  But  nobody  who  has 
bestowed  much  thought  on  the  matter  can  doubi  that  the  impression  I  have  referred  to,  is,  in 
fact,  the  great  cause  of  the  confused  arrangement  of  all  English  law-books,  and,  if  not  most 
carefully  guarded  against,  it  will  introduce  confusion  wholesale  into  our  codes. 

If  there  were  no  question  at  issue  except  that  of  arrangement,  it  would  be  easy  to  give 
practical  effect,  to  the  Comnussioners'  conclusions.  When  the  various  Acts  which  will  have 
been  foundtd  on  their  diafts  are  finally  ct.nibined  in  a  code  con^iisting  of  numbered  chapters, 
there  will  have  to  be  a  revision  of  the  provisions  of  those  Acts  with  a  view  to  the  severance 
of  law  from  procedure;  and  my  own  impression  is,  that  not  a  few  rules  and  sets  of  rules, 
besides  those  under  discussion,  will  have  lo  be  removed  to  the  procedure  code.  It  would 
have  been  possible  therefore  to  include  the  sections  befoie  us  in  the  code,  subject  to  an 
express  understanding  that  the  question  of  place  should  be  re-considered  at  the  final  revi- 
sion. Or  again,  since  the  Secretary  of  State,  in  postponing  the  revision  of  the  procedure 
code,  has  permitted  that  urgent  amendments  ofitDe  embodied  in  separate  measures,  the 
sections  before  us  might  have  bt  en  submitted  to  the  legislature  in  a  separate  Bill,  as  an 
avowed  anticipation  of  a  revised  code  of  civil  procedure. 

But,  unfortunately,  I  differ  further  from  the  Commissioners  in  the  question  of  substance, 
whether  their  sections  rons^titute  a  good  and  fitting  law  for  India  on  the  subjects  to  whicli 
they  refer.  The  grounds  of  my  opinion,  which  are  set  forth  fully  in  the  preceding  note,  need 
not  be  repeated. 

My  difl'erence  from  the  Governor  General  is  on  a  point  of  immediate  policy.  His  Excel- 
lency, as  far  at  least  as  regards  the  exceptions  to  the  Commissioners*  rules,  has  frankly 
accepted  the  view  which  nine  men  out  of  evtiry  ten  in  India  would  tike — that  these  excep- 
tions are  directed  against  indigo  contracts  as  a  class.  I  do  not  myself  doubt  that  tlie 
general  opinion  would  go  even  beyond  ihis,  and  would  hold  that  the  rules  were  framed  with 
the  same  object  as  the  exceptions,  and  were,  in  truth,  narrowed  and  pared  down  in  order 
to  suit  their  measure.  His  Excellency  is  not  afraid  of  such  a  construction,  and  would  attach 
a  special  value  to  the  exceptions,  if  not  to  rules,  as  a  permanent  protest  against  the  indigo 
system,  seconded  by  the  authority  of  the  Law  Commissioners.  I  will  not  repeat  the  reasoas 
I  have  before  uiged  against  the  expediency  of  such  a  protest,  but  I  may  be  permitted  to  express 
my  doubts  of  its  permanence.  The  present  code  of  civil  procedure  is  commonly  cited  as 
Act  VIII.  of  1859,  that  is,  it  was  passed  eight  years  ago.  But  that  code,  also  founded  on 
a  draft  of  the  Commissioners,  contains  a  law  of  specific  performance  and  injunction  quite 
different  in  principle  from  that  now  proposed.  What  ground  is  there  for  supposing  that 
the  new  law  would  last  longer  than  the  old?  The  very  attacks  to  which  it  would  from  the 
first  be  exposed,  surely  promise  it  a  much  smaller  longevity. 

It  is  desirable  that  I  should  repeat  my  conviction  that  no  direction  to  submit  these  sec- 
tions to  the  legislature  has  been  given  by  the  Secretary  of  State.  Theoretically,  I  admit 
that  such  a  direction  might  be  given,  but  it  would  be  a  strong  measure  to  dictate  the  detail 
of  a  Bill,  and  an  extreme  measure  to  impose  it,  in  eflFect,  on  a  member  of  Council  committed 
to  a  different  mode  of  legislation.  I  have  seen  during  my  term  of  oflBce,  many  requests 
from  the  Secretary  of  State  for  legislation  in  a  particular  sense,  but  these  have  always  been 
couched  in  the  most  general  language.  I  remember  that  the  direction  to  submit  to  the 
legislature  a  most  important  measure,  the  abolition  of  the  grand  jury,  was  conveyed  in  a 
few  lines. 

I  will  only  add  my  hope,  that  nothing  I  have  written  may  be  interpreted  as  implying  that 
I  do  not  think  that  the  indigo  system  should  be  carefully  watched.  Indeed,  one  of  my 
principal  reasons  for  objecting  to  the  Commissioners'  proposal  is,  that  its  tendency  is  to 
leave  that  system  entirely  to  itself. 

H.S.M. 
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Note  by  His  Excellency  the  Governor  General;  dated  16th  August  1867. 

I  HAVE  no  wish  to  add  to  the  notes  which  have  already  passed  on  tins  subject. 

It  has  been  fully  discussed  in  Council,  and  it  seems  to  me  that  the  feeling  of  my  col- 
leagues is,  that  the  present  is  not  an  opportune  occasion  for  discussing  the  question  of 
indigo  contracts. 

I  nave  therefore  consented  to  the  course  originally  proposed  by  the  Honourable  Mr. 
Maine,  viz.,  that  the  clauses  as  to  specific  performance  proposed  by  the  Law  Commissioners, 
and  by  which  the  question  as  to  indigo  contracts  would  have  been  raised,  should  be  omitted 
from  the  Bill. 

I  think  it  right,  however,  before  the  discussion  finally  closes,  to  disclaim  all  attempt  to 
desire  to  dictate  to  my  honourable  colleague,  Mr.  Maine,  any  course  to  which  he  is  conscien- 
tiously opposed.     Nothing  has  ever  been  further  from  my  intention  than  to  do  so. 

But  I  considered  it  right  to  bring  the  question  before  the  Council,  because  I  think  the 
indigo  system  in  Bengal  calls  for  examination,  and,  if  necessary,  for  interference,  and  I 
thought  that  tlie  Bill,  as  drafted  by  the  Commissioners,  distinctly  directed  attention  to  it. 

Without  discussing  the  lesal  points  raised  by  the  Honourable  Mr.  Maine,  I  still  think 
that  the  opinion  of  the  Law  Commissioners  is  also  entitled  to  deference,  and  justified  me  in 
wishing  to  use  the  opportunity  thus  afforded. 

Moreover,  beyond  doubt,  indigo  cultivation  is  founded  on  a  peculi;ir  system  of  contracts, 
the  discussion  of  which  seemed  to  me  naturally  to  be  raised  by  the  preparation  of  a  new 
general  law  of  contract. 

However,  as  1  have  already  said,  I  think  it  due  to  the  feeling  expressed  by  my  col- 
leagues, to  defer  to  their  wishes,  and  to  await  another  opportunity  of  considering  this 
question,  and  I  do  this  the  rather  that  I  believe  that  it  is  likely  to  be  more  satisfactorily 
examined,  if  its  merits  are  not  complicated  with  any  accidental  circumstances,  such  as  those 
which  have  arisen  on  the  present  occasion. 

At  the  same  time,  I  think  it  my  duty  to  say  that  I  fear  that  the  day  is  not  far  distant 
when  we  shall  be  compelled  to  examine  the  entire  indigo  system,  and  I  feel  assured  that  the 
difficulties  attending  such  examination  will  not  grow  less,  but  rather  greater,  by  delay^ 

J.L. 


—  No.  5.  — 

Indian  Law  Commissioners  to  the  Assistant  Under  Secretary  of  Slate 

for  India. 

Sir,  20,  Abingdon-street,  18  December  1867. 

In  reply  to  your  letter  of  the  28th  ultimo,  transmitting,  by  direction  of  Sir 
Stafford  North  cote,  for  the  purpose  of  being  placed  before  Her  Majesty's  Commis- 
sioners appointed  to  prepare  a  body  of  substantive  law  for  India,  a  copy  of  a 
Despatch  Irom  the  Government  of  India,  with  a  draft  Bill  on  the  subject  of  con- 
tract, and  other  papers,  and  stating  that  Sir  S.  Northcote  would  be  glad  to 
receive  any  observations  which  the  Commissioners  might  desire  to  make  on  the 
subject,  I  am  directed  by  the  Commissioners  to  transmit  to  you  their  4th  Report, 
in  which  are  contained  their  observations  on  the  subject  referred  to  them. 

J.  C.  Melvill,  Esq.,  (signed)         FF-  Macpherson. 

India  Office. 


FOURTH  REPORT. 


To  THE  Queen's  Most  Excellent  Majesty. 

We,  Your  Majesty's  Commissioners,  appointed  for  the  purpose  of  preparing 
for  India  a  body  of  substantive  law,  and  of  considering  and  reporting  on  such 
other  matters  in  relation  to  the  reform  of  the  laws  of  India  as  might  be  referred 
to  us  by  Your  Majesty's  Secretary  of  State  for  India,  have  received  from  Your 
Majesty's  Secretary  of  State  for  India  a  communication  dated  the  28th  November 
last,  referring  to  us  a  Despatch  from  the  Government  of  India,  with  a  copy  of  a 
draft  Bill,  on  the  subject  of  contracts,  identical  with  the  measure  prepared  by  us 
and  submitted  in  our  Second  Report,  except  that  Sections  51  to  59,  relating  to 
the  specific  performance  of  contracts,  ar6  omitted ;  and  also,  as  setting  forth  the 
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grounds  on  which  this  omission  is  founded,  the  statement  of  **  Objects  and 
Reasons/'  and  the  **  Notes"  recorded  by  the  Governor  General  and  the  members 
of  his  Council  on  the  subject. 

We  find  that  in  the  papers  referred  to  us  two  questions  are  discussed  with 
respect  to  the  omitted  sections : 

First,  whether  the  subject  of  them,  namely,  the  enforcement  of  the  spedfic 
performance  of  contracts,  properly  belongs  to  Substantive  Law  or  to  the  Law  of 
Procedure, 

Secondly,  whether  the  law  proposed  in  those  sections  is  fit  to  be  enacted. 

Upon  the  first  question,  we  entertain  no  doubt  that  the  proper  place  for  the 
clauses  relating  to  the  specific  performance  of  contracts  is  in  the  Code  of  Substan- 
tive Law  and  not  in  the  Code  of  Procedure. 

To  enforce  the  specific  performance  of  some  contracts  is  impossible ;  of  others, 
is  inexpedient.  It  is  the  province  of  the  Code  of  Substantive  Law  to  define  the 
rights  and  liabilities  of  parties  arising  out  of  their  contracts,  and  in  so  doing  to 
specify  what  contracts  may  and  what  shall  not  be  specifically  enforced.  This  is 
no  part  of  procedure.  The  proper  province  of  procedure  is  to  point  out  the  mode 
by  which  effect  is  to  be  given  to  rights  already  defined,  and  not  itself  to  define 
those  rights. 

In  like  manner  the  Penal  Code,  which  is  Substantive  Law,  defines  and  classi- 
fies offences  and  assigns  the  appropriate  punishments,  but  leave.«  the  rest  to  the 
Code  of  Criminal  Procedure. 

The  defining  and  classifying  the  contracts  to  which  the  enforcement  of  specific 
performance  is  an  incident,  is  a  branch  of  Substantive  Law,  exactly  as  the 
defining  and  classifying  of  offences  to  which  capital  punishment  applies  is  also  a 
branch  of  it. 

Accordingly  the  New  York  Code  puts  specific  performance  in  the  Code  of 
Substantive  Law  and  not  in  the  Code  of  Procedure.  So  also  in  Mr.  Austin's 
work,  and  in  Mr.  Justice  Story's  Treatise  on  Jurisprudence,  specific  performance 
is  treated  as  a  part  of  Substantive  Law,  not  of  Procedure. 

To  proceed  to  the  second  question.  We  see  no  reason  to  think  that  the 
omitted  sections  are  either  wrong  in  principle  or  inexpedient,  or  that  there  is 
anything  in  them  which  ought  to  be  struck  out  or  to  be  altered. 

Wiiat  is  alleged  against  them  as  a  fault  is  in  effect  that  under  them  specific 
performance  cannot,  in  cases  of  contiacts  for  cultivation,  be  enforced  by  the 
imprisonment  of  the  contracting  cultivator. 

In  framing  our  rules  we  considered,  first,  the  principle  of  the  English  law,  and 
then  how  far  it  was  applicable  to  India,  and  how  far,  if  at  all,  it  ought  to  be 
modified. 

The  general  principle  of  the  English  law  of  specific  performance  is  that  the 
Court  decrees  specific  performance  where  there  is  a  single  simple  act  to  be  done 
by  ihe  defendant,  and  the  Court  can  at  the  same  time  give  him  that  which  he 
contracted  for ;  or  where  there  is  some  act  about  to  be  done  by  the  defendant 
which  he  has  contracted  not  to  do,  and  which  he  may  be  ordered  to  abstain  from 
doing.  In  the  exercise  of  this  jurisdiction  the  Courts  in  England  have  refused 
to  deal  with  any  matter  which  required  a  succession  of  acts  or  the  exercise  of 
skill,  or  the  application  of  personal  labour. 

The  Commissioners  adopted  this  principle,  and  endeavoured  by  the  rules  they 
framed  to  make  it  free  from  the  ambiguity  with  which,  in  some  particular 
cases  usually  treated  as  exceptions,  the  English  Court  of  Chancery  has  encum- 
bered it. 

Experience  has  taught  the  English  courts  to  be  very  cautious  in  the  exercise 
of  this  extraordinary  jurisdiction,  and  we  see  nothing  in  the  circumstances  of 
India  to  make  it  expedient  that  the  courts  of  that  country  should  be  entrusted 
with  powers  laiger  than  those  exercised  by  our  own  judges,  and  not  given,  so  fer 
as  we  are  informed,  to  the,  courts  of  other  countries.  To  this  opinion  we  have 
given  effect  in  framing  the  omitted  sections.  The  rules  of  law  which  they 
embody  are  founded  on  principles  of  jurisprudence  which  we  believe  to  be  of 
universal  application,  and  which,  in  our  judgment,  will  be  found  the  most 
equitable  and  beneficial  for  all  classes  of  the  inhabitants  of  India,  and  they  are 
recommended  by  us  for  that  reason  alone« 
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We  humbly  submit  this  our  Fourth  Report  to  Your  Majesty *8  Royal  consider- 
ation. 

Rgmilly.  (l.s.) 

Edward  Ryan.  (l.s.) 

Robert  L<ywe.  (i-s.) 

Robert  Lush.  (l.s.) 

John  M.  Macleod.  (l.s.) 

W.  M.  James.  (l.s.) 

Dated  this  18th  day  of  December  1867. 


—  No.  6.  — 
(No.  8,  of  1868.) 

India  Office,  London, 
8  February  1868. 
Sir,  Legislative  Department. 

The  Despatch  of  your  Excellency  in  Council,  dated  16th  August  (4)  1867, 
forwarding  a  draft  of  the  Indian  Contract  Law  which  it  is  proposed  to  enact, 
together  with  minutes  by  your  Excellency,  the  honourable  Mr.  Maine,  and  other 
members  of  your  Council,  has  been  considered  by  me  in  Council. 

2.  I  now  forward,  for  the  consideration  of  your  Excellency  in  Council,  copy 
of  a  letter  transmitting  the  Fourth  Report  of  the  Indian  Law  Commission,  which 
contains  the  observations  of  Her  Majesty's  Commissioners  on  the  Despatch  under 
reply,  and  on  the  draft  Act. 

I  have,  &c. 
(signed)         Stafford  H.  Northcote. 

To  his  Excellencv 

•/ 

The  Right  Hon.  the  Governor  General  of  India 
in  Council. 
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COPIES  of  Papers  showing  the  present  Poadoi 
of  the  Question  of  a  Contract  LAwfor/«fia; 
and,  of  all  Kbports  of  the  Indian  Law  foi. 
MI8S10NERS  on  the  Subject  of  CoxTaicn. 


{Mr.  KinnairtL) 


Ordwd,  ky  The  House  of  Commoni,  /o  Uhvtdi 
30  April  1868. 


[Price  Is.  1  d.] 
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